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FOR MaNY MoNTHS I have looked forward to the pleasure
of being here. Last year, my friends Eric Taylor and
Father Bouvier invited me to come up here but, almost
at the last minute, I found myself unable to come. So my
anticipation about this year’s conference was keen in a
large measure because of the great admiration that I and
many of my colleagues in the United States have for the
pioneering work which these men are doing here.

In talking about collective bargaining and collective
bargaining trends, one immediately realizes a difficulty
with semantics. What is collective bargaining? What do
you mean by the term? I suppose, if we went around the
room here and asked people: “what is collective bargain-
ing?”, there would be as many definitions as there are
people in the room. We have adopted as an institution.
something that is called “collective bargaining” and it is
not very well defined.

One occasionnally finds, at the end of an unsuccessful
conference between labour and management that each one
of the participants blames the other for the break-up, be-
cause of a refusal to engage in genuine collective bargain-
ing. Collective bargaining means almost all things to all
men.

| thought it might be helpful, therefore, to start out by
mentioning some of the things that seem to be impliedly ac-
cepted by one who accepts collective bargaining, or that
a nation accepts when it adopts collective bargaining, as
the institution for dealing with industrial relations ques-
tions.
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To begin with, collective bargaining involves some sub-
ordination of the individual to the group of workers of
which he is a part. Inevitably, collective bargaining involves
group determination of certain conditions of employment.
It involves the working out of certain provisions which are
acceptable to the group, though not necessarily acceptable
to each person in the group. The majority rule approach
prevails,

And, of course, it is out of that concept of group relation-
ship that there has arisen one of the great problems in
industrial relations based on collective bargaining. With
respect to what must the individual employee be subordinate
to the group? I suppose most of us can relatively easily
accept the point-of-view in that wages can be equally de-
termined on a group basis or that, in many plants, it is
not possible to adjust wages to meet the circumstances or
needs of individual employees. It is very difficult to bargain
individually on wages, particularly in large scale industries.
Perhaps many of us might go farther and say “it is an
undesirable thing to have competition between individuals
in the determination of wages”. The most impressive sights
I ever saw as an emphasis for the need of collective bargain-
ing' was in my own city of Philadelphia. In the last depres-
sion, an industrial relations manager appeared before a
vast number of unemployed job-seekers who had gathered
before the gates and he said: “ I have three jobs operating
a lathe. How many of you unemployed people will take the
job for fifty cents an hour?”. Some hands went up. He
said: “Of those of you who raised your hands, how many
of you would work for forty-five cents an hour?”. And a
few hands went down. He said: “How many would take it
for forty cents an hour?”.

That was individual bargaining in the raw with respect
to wage determination process, That kind of wage determ-
ination led to great difficulties in the depression period.
A precipitous downward spiralling of wage rates was en-
gendered and this resulted in an extreme problem for us.
Whenever I talk about the downward wage spiral of the
1930’s, I think of the lowest wage rage I ever encountered
and which resulted from individual bargaining. In my own
State of Pennsylvania — not in Mississipi or Georgia —
there was a strike which I ran across one day. I stopped
my car to ask the pickets what was wrong. One fellow said
to me: “The wages are terrible in this place”. To my inquiry
“what are your wages and how low are they”, he replied
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“well, last week I worked for this company for 56 hours and
got a hill for six cents”. “There are fines for being late for
work and poor workmanship that were more than my piece-
work earnings”. Well, that is an exceptional case, but it
is the lowest wage 1 ever came across.

It was decided, after some experiences like that, that
certain interferences with competition would be introduced.
Rigidities in the wate-rate structure was appraised as having
some advantages in protecting against downward precipit-.
ous spiralling of wage rates. When one accepts collective
bargaining, one accepts a group determination of wages
as distinct from an individual determination and the rigid-
ities which are involved.

Perhaps many of us have little trouble in saying: “yes,
as far as wages are concerned, that is a group problem
and should be handled on a group basis.” But there does
group determination end. Some of my union friends in
the 1946 election were very anxious to elect Democrats
to the Congress. In a few unions assestments were levied
against all of the members which would make up a contribu-
tion to the campaign fund of the Democratic Party. The
failure of any member to pay the assestment could result
in a loss of job, under the union and closed shops prevail-
ing. It was argued by the union officers: “but it is in the
interest of the group as a whole that democratic legislators
be elected to the Congress. The individual must subordinate
himself to the group as respect to that aspect”. Now I
for one have great difficulty in accepting political con-
viction as one of the matters to which the individual must
subordinate himself to the group.

In trying to make collective bargaining work, therefore,
great difficulties are encountered in deciding what subjects
should be dealt with by the collective bargaining method.
The scope of collective bargaining, if you will, is subject
to considerable controversy.

What are the subjects which should properly be made
part of this joint determination process? One of the dilemnas
already referred to has to do with the rights of the employ-
ee as an individual. How much of his subordination can
properly be required in order better to assure economic
security for the group as a whole but without a loss of
essential individual liberties? How much of the subordina-
tion of the individual to the group actually increases his
liberty by giving him a right to participate as part of a
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group in matters about which he can have little or no say
as an individual employee? The other aspect of this ques-
tion relates to the management security issue. Management
security is commonly concerned as involving the necessity
of preserving certain rights to manage which are variously
defined. In other words, what subjects, if any, should be
excluded from the bargaining process or the joint-determ-
ination process in order that management will be in a po-
sition to perform its functions of risk-taking, of making
operating decisions and of working toward a more efficient
production which contributes to economic progress? Ma-
nagement indeed has certain vital functions to perform.

If we are to maintain the free’ enterprise system — and I
have no doubt about the fact that we will long retain the es-
sential features of the free enterprise system in the United
States — the managerial function must be performed. At the
same time, I know from experience that the accepted ideas
of what can effectively be included within the collective
bargaining process changes materially from year to year.
I recall a standard management contention not too many
years ago, to the effect that: we dare not submit disciplin-
ary actions taken by management to the bargaining process.
The discipline, firing or lay-off of an employee was con-
ceived as not reviewable. Management reasoned that if it
could not direct its own work force and take the steps
which it deemed necessary to insure an effective work
force operation, it would be giving up rights which were
inherent in the management function and, probably more
importantly, primary rights which were absolutely neces-
sary for the performance of the management function.
And yet I suppose very few people representing management
in collective bargaining relationships today would now
say that the discipline function was not subject to review
in the collective bargaining mechanism. Prevailing concepts
about the scope of collective bargaining have changed over
the years and are continuing to change.

The problem of degree has again been employed. Where
is the point where group determination of some of the
conditions of employment will interfere with the necessary
decision-making and with the forward moves of risk-taking
that is involved in management direction of business enter-
prise. In my opinion, such matters as price policy, location
of plants, the determination of the type of product are not
amenable to collective bargaining. This conclusion is not
grounded upon the protection of “rights” or “prerogatives”
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hut on the basis of what is essential to a functioning €con-
omy which progress to more goods and resources. At the
same time, 1 do not believe it is preferable to define the
scope of bargaining by law.

After the close of World War II, President Truman
called a conference of leading labour and management re-
presentatives who were asked to work out a program that
would avoid or minimize industrial conflict in the post-war
period. Many management representatives, wanting to elim-
inate conflicts over the scope of collective bargaining.
concluded there should be a designation of those subjects
which should not be dealt with in collective bargaining
but only as the result of unilateral management decision.
A failure to agree upon such an approach was one of the
reasons for the impasse which developed.

The attempt to define precisely these subjects involving
management decisions which had to be kept out of the
bargaining process constituted, I believe, a wrong approach
for the simple reason that there are certain industries and
certain relationships which can incompass more areas than
others.

’ll give you an illustration. For many years now, 1 have
served as impartial chairman in the men’s clothing industry,
in Philadelphia. The relationships between management
and the union are just about the finest I have ever seen
—a cooperative relationship with an absence of conflict
in the mutual approach to solving problems. The companies
were encountering considerable difficulty in hiring efficient
people. The small companies — and most of the companies
are small — lacked resources to set up industrial plant
personnel department or to undertake selection programs,
or anything of the sort. They just did not have the means
or the facilities. It was suggested that maybe the Union
would run an employment office for the industry. Some
emplovers in another industry might easily be excused
for saying: “That’s the most horrible thing one could
think of. Such a procedure would unquestionably be un-
workable in most industries”. But it has worked out very
well indeed in the case mentioned.

If the job of management and of organized labour is to
work together to the end of more effectively performing
certain functions which have to be performed, the problem
is to develop the best way of meeting a problem. If manage-
ment can truly say: the best way that a function can be
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performed is by union participation — if that results in a
performance better than if management goes out alone —
then what is there wrong about the parties in Philadelphia
agreeing to make the hiring function a joint determination ?
Those manufacturers would think you were very incomp-
etent if you suggested that their hiring system be thrown
overboard.

But I'll say without reservation that when a management
believes rightly or wrongly, that its security is dependent
of retention of unilateral control of some areas, an issue
involving this cannot be resolved by conflict. If in the
mentioned case the union had suggested that it participate
in the hiring function and if management had opposed, a
strike on the subject could not have solved that problem
satisfactorily.

The question of the subjects to be included within col-
lective bargaining cannot be fought out, they must be
worked out. Many labour union people are having great
difficulty in understanding that economic force has its
limitations. One cannot, by economic force, compel co-
operation. The strike is an instrument of limited usefulness,
not all-inclusive usefulness. In the clothing case that T
mentioned where management agreed to allow union part-
icipation over the hiring process, the salutary result was
possible because there was a voluntary agreement on the
subject made around the conference table and not behind
a picket line. Too much in recent days have unions felt
the strike is an all-purpose weapon used to resolve these
matters. ‘

We have moved to a consideration of a second attribute
of collective bargaining. People talk a great deal about
the right to strike without defining exactly what is meant
by the right to strike. Have you ever thought of the right
to strike — a right of the majority to determine that none
shall work? Ts it a right to deprive the minority of the
right to work, if that’s against the will of the majority.
That’s the way the labour unions conceive the right to
strike. Great conflict can be generated by an opposing
point of view — that the right of the individual to work
is just as important as the right to strike. In many ways
the two are incompatible. In the United States, we are
having great trouble over these concepts. How to protect
the right of the individual to work and at the same time
protect the right of the majority of a group to decide
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that none will work? There are great incongruities in our
Taft-Hartley Act because of our inability to grapple with
the philosophical question which is involved in that right
to strike notion.

I often think that we would be better off if we would
stop talking so much about the right to strike and talk
about the function of a strike, just as I suggested earlier,
we might be better off if we talked about the functions of
management and how they can best be performed.

Have you stopped to think about why the right to strike
has been given and why people say it must be preserved ?
Why must there be the right, to strike in a collective
bargaining system? Under free collective bargaining, there
is only one way to determine the conditions of employ-
ment — just one way— by agreement. There is no other
way to fix the terms and conditions of employment ex-
cept by agreement between representatives of the employ-
ees and representatives of management. That was true
even when, under war conditions, we had had plant
ceizure as a result of a work stoppage. Or when in-
junctions have been resorted to. After those actions, the
parties still must sit down and get agreement which was
necessary for a solution. The injunction settles nothing:
plant seizure settles nothing fundamental about a dispute.
A labor dispute finally gets settled only when you get agree-
ment. We should never take our eye off that ball.

The only way by which the terms and conditions of em-
ployment can be fixed in collective bargaining is by agree-
ment of the parties. That’s a very idealistic concept and it
might not work. I think it will. Those who are interested
in what we call a democratic way of life know that it has
to work. because the most likely alternative is government
determination of the conditions of employment. But why
emphasize the strike after saying that an agreement is the
only way to settle the terms of employment? Well, the
strike is an inducer of agreement. The function of the strike
and of the threat of a strike is to put pressure upon both
parties, to modify their extreme demands to such a point
as to make agreement possible. That’s why it is an institu-
tion which has a function to perform. In a world where
the golden rule is not universally embraced. there has
to be some reason to induce people to move from extreme
positions so that a compromise agreement, a meeting of the
minds will be possible. In many situations, the principal
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criterion for wage determination, for example, is what it is
worth to avoid a sirike on both parties. It’s the power
that makes agreement possible. That’s true even after a
strike has taken place. The work stoppage puts inexorable
pressure upon both sides to modify extreme positions and to
make an agreement.

But a strike will not perform its function in the most
efficient manner if it actually occurs. The strike has to
perform its job by being an inducer of voluntary agreement.
hecause the public will not put up with an undue use of
actual economic power. They start moving in then and
question the whole collective bargaining process.

That’s the real trouble with the public emergency disputes.
The strike cannot perform its function. Tt brings the public
to its knees before it brings the other side to terms and
the government has to move in and do something. The
big job in public emergency disputes is to develop other
means of inducing compromise and agreement where the
strike cannot be relied upon. If we would once take such
an approach, instead of the punitive approach that we are
taking in the United States through the Taft-Hartley Act,
we would begin really to grapple with the heart of a very
different problem. In the public emergency dispute, the
strike cannot be permitted to run its course and to do its
iob of bringing the parties to terms. At the same time, it
seems that the strike is still rather acceptable where public
emergency disputes are not involved. For instance, I could
imagine that in the case of a strike in the confetti industry,
the public would be rather complaisant about letting the
strike run its course.

Why are we willing to depend on the strike to bring
about agreement? Why are we developing this complicated
system of collective bargaining? Because the most likely
alternative is government determination of the conditions
of employment — and that we seek to avoid.

There are four ways by which terms of employment can
be established in a private enterprise economy. First the
management may be strong enough to impose its will on
the employees. Perhaps that’s a condition we had in the
United States before the Wagner Act was passed — ma-
nagement was so strong that the terms it decided were fair
and equitable and could be imposed upon the workers.
Second, unions may be so strong that they can reject collect-
ive bargaining and impose the terms they decide upon
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management. Unions have been known thus to reject col-
lective bargaining. The third way is government determina-
tion which has so many disadvantages, but a discussion of
them would take a long time.

There is a fourth way of settling the terms and conditions
of employment: that is by collective bargaining which is
hased upon the notion that mutually satisfactory terms of
employment can be worked out by unions and management.
Management and labour can be accorded the right to work
out their own arrangements. They can be entrusted with
legislative power, if you will, for their industry or their
plant, That’s what making a labour agreement entails. Here .
is a legislative responsibility of first magnitude. Collective
bargaining is thus a form of self-government. Collective
hargaining assumes that labour leaders representing work-
ers will exercise restraint in the use of this power which
they have; that they will not unnecessarily take their people
out on strike and they won’t unnecessarily interfere with
production. It is further assumed that management can be
entrusted to, at least, give reasonable consideration to the
public interest; that they won’t gang up with labor against
the public. I's a pretty idealistic notion, this collective
bargaining!

Can labor leaders and management representatives be en-
trusted to work out terms of employment that will be
mutually acceptable to them and yet not unduly oppressive
of the public interest? Of course, there is a danger that col-
lective bargaining might not work. In the United States, we
took a pessimistic view of collective bargaining a few years
ago when the Taft-Hartley Act became law. We said: ma-
nagement and labour cannot be entrusted to settle some of
these issues of working relationships and concluded that
Congress can do it better.

For example, Congress said, in effect, to management
and labour: “you people have been messing around with
union security for a long time. Unions have been too
oppressive of the rights of the individuals and their
membership. We will, therefore, deprive management and
labour of the right of making a closed-shop or a unijon-
shop”. I have watched that provision of Taft-Hartley Act at
work and I have no doubt at all that we are worse off
now than we were before. I don’t know of a single case
where the ban on the closed-shop or the union-shop has
resulted in the elimination of the closed-shop or the union-
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shop. 1 do know of many cases where the parties have put
so-called “bootleg” clauses in their contracts in order to
give the same kind of a shop that existed before but
while not breaking the law. The Act resulted, in my judg-
ment, in encouraging a lot of management and labour
people into skirting the law — living up to its letter but not
its spirit.

This thing we call collective bargaining then involved
the partial subordination of individual rights to the group,
granting power to the parties to work out their own relation-
ships and recognizing the use of economic power as an
agreement-making force. Collective bargaining is truly a
complex institution and insufficient thought has been given
through as to its meaning or to the responsibilities it car-
ries to those who are engaged in it.

I think the principal trend in collective bargaining, in
the last two or three years, has been a greater appreciation
of what collective bargaining is and what it takes to en-
gage in it. In other words, there is a growing understanding
of some of these factors which I have just referred to.
That is forward progress and is important to the strengthen-
ing of what we call democracy. Part of the 1deologqcal battle
now going on depends upon the ability of our unions and
our management to conduct their own affairs without
government interference.

So, the first trend in collective bargaining which should
be referred to is a growing appreciation of the respons-
ibilities and the draw-backs of collective bargaining, of the
nature of that process. But there has developed too. a
misconception ahout collective bargaining which is leading
to what I consider the most dangerous trend of all in our
industrial relationship. Tt is what T call “the battle for
exclusive loyalties”. It is the attempt of some managements
to battle with unions — of some unions to vie with manage-
ment — for the exclusive loyalty of their employees. Much
of the communication programs — about which we hear
s0 much nowadays — has been predicated upon the assump-
tion that it is possible to drive a wedge between workers
and their union. There is also strong manifestation of it on
the union side. All one has to do is to look at some union
newspapers, in order to discern evidence of attempts to
gain exclusive loyalty of the worker for the union and
against the employer.
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I believe that no management can drive a wedge between
its employees and the union which they have selected to
represent them. 1 have seen too many attempts to do so
fail. To an increasing extent, and to a majority degree in
our country, workers want unions. There can be no mistake
about it. I do not have time to marshal all the evidence
on that point but it is very strong and convincing. If the
union needs revamping for anmy reasons, it is up to the
members to make changes. Conversely, it seems to me
that unions don’t understand that loyalty to the union is
compatible with loyalty to the company. A worker can he
a very good union member and still be very proud of the
company he works for. He looks to the company for certain
things that he is not going to get from the union. And he
doesn’t want to work for a company which has a bad re-
putation with workers or with the community — that would
be a reflection on him. I don’t think unions are following
the right track at all when they try to convince the worker
that he is working for a terrible company. By the same
token, I think that the attempt to drive a wedge between
workers and management is having an adverse effect on
collective bargaining. Tt is stimulating hostility rather than
cooperation.

In some industries, collective bargaining is being de-
veloped as a militant kind of relationship instead of a
cooperative one. There are differences between labour and
management, to be sure, but those differences are reconcili-
able in the views of those who accept collective bargaining.
Contrary to the views of the extreme left, the differences
can be reconciled without necessity of a change in the
private enterprise system. If that is true -— and I believe it
is — how can there be such a concept of the exclusive
loyalty which is being followed in some circles? So, al-
though the trend toward the direction of a better coopera-
tion in collective bargaining is a great one and a strong one.
there is a discordant note which is also prevalent in some
sreas,

There are two other points that T would like to discuss.
They relate to the scope of collective bargaining. The first
point — inclusion of pensions in collective bargaining -—1
will refer to briefly because Carroll Daugherty is going to
say some things about this subject later on in the conference.
My reasons for referring to pensions are that here is one of
the most important new developments and because it is as-
sociated with the question of scope which T mentioned
earlier.
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Is it proper to bring within the scope of collective bargain-
ing the social responsibility of providing for old-age ne-
cessities of the workers? Some workers probably do not
understand exactly what they are getting in some of the
contracts containing pension provisions. Of course, it is not
possible to provide for the old-age necessities of the workers
under collective bargaining agreements if the same kind
of labor turnover is to be experienced in the future as in
the past. Plants are going to be closed when they become
obsolete, consumer demand is going to change between one
product into another and most workers are going to change
jobs. If we are going to keep a dynamic society, great in-
dustrial changes will take place. An actuary who worked on
the pension program of a very large plant which introduced
pensions, recently commented to me that on the basis of
past experience — labour turnover, plant shut-downs, and
all the rest of it — but one out of twenty of the number of
people covered by the pension agreement in the contract
would ultimately collect. In some cases, it will be one out
of ten. What about the nineteen out of twenty or about
the nine out of ten? Where do they fit in? And why should
ihe one out of twenty or the one out of ten get a pension?
What are we trying to do by collectively bargaining over
pensions ?

Some studies show that most wage-earners get a new
iob every three and a half year on the average. But there
are some employees, however, who stay with .one company
or who work in one industry for many, many years. There
comes a time when the long-service employees are super-
annuated. They cannot perform their regular job any more
Because they have been with the company a long period of
time. they cannot equitably be thrown out or precipitously
fired. A dismissal wage is provided to them in view of their
past service and it is called a pension.

It’s not fair to give workers the notion that everyone of
them is going to get the collectively bargained pension. To
be forthright about it, we should face up to the industrial
pension as a means of meeting a super-annuation problem
in our plants and industries rather than a broad social
problem of old age.

Parenthetically, it appears that one of the great cons-
equences of current pension settlements and which is not
fully anticipated by management, is the next demand which
is going to evolve out of the pension programs. The
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dismissal wage question seems certain to come up as result
of these pension plans that are being introduced and be-
cause of the way they are being introduced. How can that
be? You say: we are not going to give any vesting rights
in our industrial pension plan. You cannot give vesting
rights if you are going to keep the cost within reason and
still find reasonably adequate benefits. But assume that a
company which has a pension plan (no vesting rights) —
and an employee must be with the company or industry 25
years and be 65 years of age in order to become eligible
for pension benefits. Suppose in this company there is a
plant employing a lot of people who have 10, 15, 20 years
of service at the time the plant becomes obsolete. It is
decided to abandon that plant in favour of a more efficient
operation being set up nearer to sources of supplies or to
gain other advantages. When the obsolete plant is closed,
workers with 15 or 20 vears of service will be laid-off and
lold: “we are sorry, fellows, the pension deal is all off”.
“We are closing this plant, so long”. How would you react
if you were an employee? And that’s just the way they are
going to react! The demand for dismissal pay will follow
as the next problem.

There is just one final point that I want to mention about
current trends in collective bargaining. A current conflict
in industrial relations is developing about the claims that
unions create a monopoly and that if large business accum-
ulation of power should be subject to State regulation, so
should large accumulation of power in the hands of the
unions. That’s a big issue that seems likely to be fought
over within the next few years,

Here is a fundamental issue related to the practice of
industry-wide bargaining. That connotes the fixing of terms
of employment -— and their standardization for various
competing companies even though the companies may have
their own problems. And, of course, the tendency is all
in the direction of multi-employer bargaining. I don’t think
management is quite fair with itself when it says it opposes
industry-wide bargaining or fixing conditions of employ-
ment as an inter-company proposition. No company wants
to pay any more than its competitor. Pattern wage determ-
ination gives strong evidence of management’s recognition
of the fact that wage determination is no longer strictly an
intra-plant matter.

Consider the incongruitous position of management in
our recent coal disturbance. Management berated Mr. Lewis
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for having monopolistic power in the industry. Mr. Lewis —
lor tactical reasons perhaps — then said: “all right, I'li
bargain with you individually. We won’t engage in industry-
wide bargaining”. And management cried: “Foul”. It said:
“You can’t set wages that way — the wage has to be the
same for all”. Yes, even before unions came into the
picture, management called up its competitors to find out
what wages they were paying. Even from the management
point of view, there seems to be a growing recognition of
the fact that wage-fixing is not exclusively an intra-plant
matier in many industries. And so, some of these proposals
to break down industry-wide bargaining won’t do because
both parties are viewing collective bargaining as encompass-
ing more than the operations of a single plant.

There is a current proposal to the effect that in the
coal industry no more than 25% of the industry may be
covered by one contract. Contracts must expire on different
dates as a means of breaking up the “monopoly” power of
the coal union and thus avoid public emergency. How do
you think the operators are going to react to that one? The
union can pick on one vulnerable mine and use the old
whip-sawing tactics with which some of you are undoubted-
ly familiar. Nor can we pass laws requiring local unions
to make different demands on different emplovers.

There is a great concern, nevertheless, about the power
of particular unions to regulate production and to interfere
with the flow of necessary and productive goods by shutting
down extra basic industries. I don’t know how we are going
to grapple with this one. For my part, I would like to see
another labour-management conference tried. The other
one in 1945 failed for a lot of reasons. A possible approach
to this monopoly problem, however, would be through a
conference of the leading representatives of management in
the country and the leading representatives of labour. They
must ultimately turn to voluntary arbitration as the road
lo avoid stoppages which create a real public emergency.
The choice in those industries where great power is con-
centrated in the hands of unions — where it can be used
to bring the public to its knees — the actual choice of
both labour and management is between voluntary arbitra-
tion and compulsory arbitration.

We have made great head-way in the United States in
the use of arbitration. I remember years ago when so-called
grievance arbitration was a rare and unusual policy. Today,
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80% of the contracts, in the United States, provide for
arbitration of disputes arising under the terms of labour
agreements — 809% of the contracts make that provision for
arbitration for the simple reason that strikes cannot occur
during the term of a contract without cutting in on neces-
sary employment to the workers and needed continous
production for management. That’s terrific shift. But it is
almost universal now — the use of arbitration to settle grie-
vances that are unresolved by the parties.

Now, the next challenge is whether the parties themselves
can — in full recognition of their inability to resort to
strike — develop mechanisms to avoid the abuse of great
power by use of strikes which create national emergencies.

Well, the thoughts that I have tried to develop here have
covered a wide field. My hopes for this meeting will be
achieved, however, if you ask yourselves: what is collective
bargaining? what is involved in developing that kind of an
institution? Of course, you won’t accept all the concepts
which I have suggested. Maybe some of these ideas will
appear to you to be worthy of acceptance, some worthy
only of rejection — which does not bother me at all. It
is important that you think through a program which you
helieve is implicit in the adoption of collective bargaining
as an institution. How does collective bargaining fits in with
the ideological fight that’s going on in the world today?
We are a part of that fight as respects the area in which
we are working out our ideas — in the industrial relations
field. T have great confidence in the way we are going to
work through. Thank you!

~~MR. ERIC G. TAYLOR:

In order to stimulate the discussion and because I take
issue with George W. Taylor every opportunity I have, 1
snggest to him that either I was not listening correctly or
he failed to talk about an important point. He suggested
there were four approaches to the determination of wages:
one was when management made a unilateral decision and
imposed its view; the second was when there was good
faith, the parties worked out between themselves what
might be equal to legislation. I wonder if you would mind
giving us the third and the fourth points which possibly
were rolled into other remarks?
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— MR. GEORGE W. TAYLOR:

Well, one is when management has overwhelming power
and makes a unilateral determination of the conditions of
employment. The second is when unions have overwhelming
power and they make a unilateral determination. The
third is when government makes the determination and ef-
fectuates it. And the fourth is the collective bargaining
method by which there is a reconciliation of points of
view and a mutually acceptable program is worked out with
agreement of the parties being the key to it. We have al-
ready rejected, in our country, the notion that management
should have the right of unilateral determination. That
rejection was made when the Wagner Act was passed. It
said: workers should have a right to participate. We have
some unions which come along and say: “no, this is not
enough”. I think this issue in the United States with the
International ‘Typographical Union is a case in point. The
union says: “we meet in convention, we fix certain in-
dustrial relations laws. These industrial relations laws are
not subject to collective bargaining. They are our determ-
ination of the conditions of employment. We don’t want to
bargain about them, We will unilaterally determine”. That
is an example of unilateral union determination.

The third is government determination, where neither
party is satisfied. In the other two, one party is satisfied in
each case, presumably. Government determination is an im-
position of terms on both parties by the Government.

The fourth way of doing it is by a reconciliation of
extreme demands to a point that becomes mutually accept-
able. That’s collective bargaining.

They are the only four ways by which conditions of em-
ployment can be fixed. I don’t think management is going
to get away with unilateral decisions and I don’t think
unions are, because the government will step in in each of
these two cases. So our real choice is between government
determination and this very challenging concept which we
call collective bargaining. Does that make it clear, Eric?

—MR. ERIC G. TAYLOR:
That’s fine.

Well, now, gentlemen, if you have questions, which I
imagine some of you have discussed between yourselves in
the ten-minute recess... This is not a formal atmosphere,
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as you know from your experience of last year. I have no
intention of posing questions which you may want to pose.
So, if we may, I'd like you to lodge your questions with
the speaker. If you want to enter into a debate with him
about a point, do so. Nothing is more undesirable for us
than silence.

— QUESTION:

I should like to ask a question, Mr. Taylor. In your ex-
perience of collective bargaining, do vou find that most
differences between employers and employees are on ques-
tions of the economic situation in the industry? About
whether the industry can afford a certain suggestion? Now,
the union leaders hold that this is not their concern. They
state what their members need and that it’s up to the
industry to find the means. It should be a great respons-
ibility of union leaders; but they will not take into account
the economic situation of the industry.

~—~MR. GEORGE W. TAYLOR:

Yes, but not in the sense that you are talking about.
Management does not seem to want union leaders to know
too much about the economics of a company or of an
industry. What I refer to is the reluctance of management
in many cases to provide data so that collective bargaining
can be on a factual basis. I mentioned before that I thought
the possibility of a strike made both parties exercise res-
traint in demands. There is another restraint which is a
powerful one, and that is the possibility that a wage-rate
too high will diminish employment. No union can fix a rate
which will jeopardize too many jobs. And that’s rapidly
coming to the fore among effective restraints. In a sense
that’s an epitome of these economic forces to which you
refer,

Now, on the other hand, we should get this one point
straightened out. Many companies take the position that
there must be a standard wage for competing companies. I
don’t know how many of you here use the so-called “most-
favoured-nation clause”, One of management’s demands is
typically: “Mr. Union, if you give anybody, not involved in
this case, terms better than ours, we must secure the same
benefits”. The very *pattern type” wage determination
which management supported and went along with indicated
an acceptance of the fact that there should be a standard
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wage. You cannot make an individual concern’s ability to
pay a criterion for deviation from the standard.

Let’s talk about this private enterprise system (in which
I believe) in this connection for just a moment. Under it,
a company has the right to make high profits if it pays
the standard rates of wage. It has also another right which
it doesn’t like: the right to loose its investment if it does
a bad job. That’s in the private enterprise system too. I
happened to have arbitrated —not so very long ago—a
wage dispute in an important street railway. I can mention
it because the decision was published and spread around.
In that case, the company said: “we think we should pay
less wages than other transit companies because we are
poor — for a number of reasons we lack ability to pay”.
I ruled that lack of ability to pay in that instance was not
a reason for paying less than other transit companies. That
company could not go to the producer of busses and say:
“I’m poor, give me a discount on busses”. It could not get a
rebate on coal and it could not get a lower rate on its steel
rails, because of lack of ability to pay. Should it then pay
less than prevailing wages?

- QUESTION:

Was the utility to which you referred in your example
free to raise its rates?

— MR. GEORGE W. TAYLOR:

No. It must go to a public utility commission which de-
termines the proper rate under those circumstances. But
I don’t know whether or not you agree that collective
bargaining is becoming a multi-plant determination. Now,
once that’s true, there is a tendency toward a standard
wage which is not ideally adapted to the means of any one
company. At that standard wage there may be some profits
and some losses. In setting wages for multi-plant operations
the level must be fixed, however, so that you don’t put
too many jobs in jeopardy and not too many companies in
jeopardy. In a sense, we are really getting pretty close to
the old Marshallian concept of the representative firm for
which the wage determination should be made and around
which competition should develop.

— QUESTION:

Professor Taylor, on that point — speaking of industry-
wide bargaining — there is a question of the urban vs. the
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plant which is located in very small centers, where there
is a legitimate differential based on the cost of doing busi-
ness in smaller centers and the cost of living in smaller
centers., You have many examples that you can think of
where industry-wide bargaining makes allowances for these
differences.

—~~MR. GEORGE W. TAYLOR:

Yes it does. And when I say industry-wide bargaining
that does not necessarily imply a rigid standard rate, but
rather a uniform policy. Provisions might be made for
differentials within that policy. Now — this is a little tech-
nical, but I'll throw it out — in multi-plant wage determina-
tion, the first thing to look for is the range of costs around
the average. If there is a narrow grouping of differentials
then there is more latitude in setting wages. If the spread
is wide i.e. great differences between the high-cost and the
low-cost firms, fixing a standard wage can be very difficult.
In these cases there is reason for a standard policy rather
than a standard wage. I would relate the differentials to
that kind of a situation much more than to differences in
cost of living. In the United States, the difference in the
cost of living — rural or urban and the rest of it-—is in
large measure a difference in the standard of living rather
than a difference in the cost of living.

~~~~~ - QUESTION:

I’d like to ask Professor Taylor what he feels the scope
of bargaining is with respect to productivity — and that
covers quite a wide field — productivity with relation to the
individual and, extended further, the question of product-
ivity with relation to the three-day limitation of coal pro-
duction, for example.

~— MR. GEORGE W. TAYLOR:

I have found this: when things are going along pretty
well, management does not want any interference with its
productivity determination and the union is not very in-
terested in going into it. But let the going get rough. And
then they all want to cooperate. It's a very significant thing
to me that the prime examples that we point out in the
United States as the great examples of union-management
cooperation have been in the face of the great adversities.
They were all driven to cooperate as the alternative to some-
thing that’s pretty bad. Along the same line - about the
participation of unions — this business of showing books
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as a basis for going into productivity: well, I arbitrated a
lot of cases in the early thirties and management would
come, at that time, and say: “we are making a loss, we'll
have to have a wage cut. Look at our books. Let the ac-
countants look at our books. Let the union, let everybody .
look at our books!”

I do believe this: that by joint union-management com-
mittees of an advisory nature there can very frequently be
great headway in eliminating waste and getting suggestions
for better methods of performance. If we could ever harness
collective bargaining and make it a really cooperative en-
terprise when we are not in the face of adversity, I think
we would realize great untapped potentialities. But what 1
am really saying is: the unions, in my experience, get very
much interested in productivity when jobs may be lost
as result of it.

{ don’t think there is any doubt, however, about the fact
that union interest is gradually extending into the price
area and the productivity field. They say to a management:
“we want real wages not just monetary wages and we are
interested in what your price policy is going to be”. It
seems to me, to get back to the question of productivity, I
can recognize the workers’ interest in it; but I just don’t
think you can operate a private enterprise system and don’t
think you can get the goods rolling out, like we need, if
pricing is put into the collective bargaining set-up. It won’t
work. I think some of the productivity factors will.

— QUESTION:

In the production of coal, is the quantity of coal pro-
duced a proper subject for collective bargaining?

-— MR. GEORGE W. TAYLOR:

Well, I don’t think so. Let’s see what the answer to it is.
[ think that no union should have the power to determine
whether there will be a three-day’s coal production or not,
But there is a problem there about whether or not we are
going to protect the sub-marginal producer in order to as-
sure ample supply. I don’t think management should have
the right to decide. It was worked out in Pennsylvania in a
reasonably satisfactory manner. I don’t know whether some
of you know of the agreement in the anthracite regions in
Pennsylvania where, under law, a board of union represent-
atives, management representatives and government re-
presentatives sits down each week and decides how much
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coal shall be mined that week. And they allocate the total
supply over the various mines. It’s a joint participation. And
it seems to me that if, for any reason, we are going to mo-
dify competition in coal, as we have already done in oil and
agriculture and so on, if we are going to go down that
road, there’s a great decision to be made as respects the
extent to which we are going to hold an umbrella over the
high-cost producer in order to insure continuous, adequate
supply. 1f we go down that road and production controls
are going lo he necessary, 1 think it has to be a three-way
proposition, with union participation, management parti-
~ipation and government participation. You can argue that
we ought to let competition run its course and force out
the hich cost mines and the high cost producers. That
brings up a fundamental argument which it would take a
long time to go into. But I don’t think the unions should
have the right or the power to decide this question.

— QUESTION:

Mr. Taylor, there are a few points on which I should
like you to elaborate a little further. First, the scope of
collective bargaining; and, second, the scope of the griev-
ances under a collective agreement. Is it fair to say, accord-
ing to what you have stated, that the scope of collective
bargaining is the one agreed between the parties and that
it is just the same for the scope of grievances nunder the
collective bargaining agreement ?-—

~~~~~~~~~ MR. GEORGE W. TAYLOR:

Well, I say this. I don’t want legislation to determine the
scope of bargaining. If there is an issue over collective
bargaining scope, it can be fought out with economic force.
But I also said that we have learned that issues over the
scope cannot be satisfactorily resolved by the use of strike
and must be by agreement of the parties. I think an issue
about whether the union should handle the hiring function
in the men’s clothing industry is one that can only be work-
ed out satisfactorily by a meeting of minds. We have to
work out the scope issue.

Grievances are a broad subject, but to my way of think-
ing, the grievance procedure is the heart of collective bar-
gaining. I don’t subscribe to the notion that collective bar-
gaining stops when an agreement is signed and that the
process of grievance determination is merely an application
of the terms of the contract. When, in your collective agree-
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ment, you agree that management should have the right to
discharge for cause, but that a union has the right to appeal
through the grievance procedure, have you agreed upon a
discipline program or have you agreed upon a procedure
for gradually working out a discipline program in later
collective bargaining? You have not defined “for cause”.
That has vet to be defined. But you have agreed on a very
important procedure. You have agreed that management
has the right to initiate discipline. You don’t say: “if ma-
nagement wants to discipline, it goes to the union and
hargains about whether or not to fire 2 man”. No, manage-
ment can take the action — you have agreed upon that.
But you have also agreed upon the procedure by which
that action may be appraised. Now, in the actual handling
of the case, as it comes along, you gradually hammer out
a discipline policy and it’s collective bargaining when vou
do so. Under the same clause, I have seen discipline very
loosely developed in one plant where people cannot get fired
for anything short of setting fire to the plant. On the other
hand, under the same clause in another plant you see a very
tough discipline policy developed. It depends upon the way
grievances are handled. The real agreement, as respects
discipline, in my opinion, derives from the manner in which
complaints about disciplinary action get settled. To me, the
grievance-settling process is a very vital part of this col-
lective bargaining business. This point of view seems to me
to he most important, because it takes into account what
happens when the steward and the shop chairman get to-
gether on some of these matters. They are making an agree-
ment. All of you must have had the experience of stewards
or shop foremen setting a pattern — for example, promoting
on seniority alone, even though the clause of the contract is
merit plus senjority. That’s a common one you come across.
You have an agreement clause which provides for promo-
tions on the basis of merit plus seniority. And the foremen
start doing it on a straight seniority basis. What’s your
agreement? It’s straight seniority. It becomes established
practice. It’s the interpretation of the clause of the contract
that follows. Incidentally, it seems to me that is one pract-
ical reason why foremen should not be in the union. They
are engaged in the most important kind of collective bar-
gaining activity — the settling of grievances. Management,
in my judgment, has the right to representatives of its own
choosing in that bargaining operation.



COLLECTIVE BARGAINING IRENDD wa

—— QUESTION:

Professor Taylor, you have mentioned favouring volunt-
ary private arbitration between two parties instead of gov-
ernment intervention. 1 am enclined to agree with that. I
should like you to elaborate on this question and tell us
why, in your experience, it is preferable.

- May I combine this with a second question? 1 feel that
there is a marked trend to voluntary arbitration and, in my
very short experience, voluntary arbitration is a second
choice weakening collective bargaining. I have found that if
vou sit around the table to settle something you never
settle what is to be reported to the arbitrator, with the
result that both labour and management do not accept
the responsibilities they have. Instead of sittting and argu-
ing it out, they leave it to some third party to settle the
difference.

— MR. GEORGE W. TAYLOR:

Yes, I think we can discuss the two questions. 1 don’t
think there is any doubt about the fact that the ready
availability of arbitration — voluntary or compulsory — in-
terferes with the bargaining process. One, the weaker side,
after it gets an offer on the table, will go to arbitration be-
cause there is nothing to loose and something might be
gained. And the parties can avoid their responsibilities by
making the arbitrator or the board the goat. That’s natural.
That’s what happens when you have the machinery set up in
advance. Now, two problems come as a result. One is: what
about arbitration under the terms of a contract? Does the
provision of a permanent arbitrator interfere with settle-
ment? In my experience, I think it does not. The permanent
arbitrator, under a contract, does not interfere with griev-
ances if he understands there is always a danger that the
parties will not carry out their own responsibilities and will
throw the burden to the arbitrator. Some of you might have
seen a paper 1 have given on that point, before the National
Academy of Arbitrators in Washington about a year ago.
[ indicated my belief that as we become mature, we shall
look upon arbitration under the contract more as a mediat-
ing process than as an arbitrating process. Once that is done
and the arbitrator realizes the danger of his supplanting
collective bargaining, I think we can operate under terms
oi existing contracts. I have not had any experience with
compulsory arbitration provisions that you have, so I am
going to speak about my experience with compulsory ar-
bitration in another area.
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— QUESTION :
In contract negotiation disputes ?
~—MR. GEORGE W. TAYLOR:

Yes, in contract negotiation disputes, where parties know
in advance that if they disagree about the terms of a con-
tract — any terms of a contract — the matter will be sub-
mitted to a compulsory arbitration board. Suppose you are
a union leader and you know that any disputes not settled
between you and management will go to arbitration. Do
you think that makes more unresolved or less unresolved
issues? More! The questions that would otherwise wash
out in the early stages of negotiations persist. You might
have them thrown out finally by the arbitration board, but
they might be approved. What have you got to loose? And
so the tendency is, when the arbitration board is known
to exist that neither party wants to make an offer in col-
lective bargaining. Why? Management says: “Why should
we make an offer in collective bargaining? That will be the
springboard for the compulsory arbitration board. The
union knows they cannot get less than what management
offered and might get more.” So management says: “Oh!
boy! We are just not going to reveal our hands; we
won’t bargain at all”. So you get collective bargaining
stymied with the parties afraid to reveal positions. No
union leader is going to say that items A, B and C are in
there for window dressing which he intends to throw out
in bargaining. You get more issues, less bargaining on
the issues and a break-down of collective bargaining.
In my experience in a number of States which have
used compulsory arbitration, it has been used only in public
emergency disputes. During the war, we had an agreement
in the United States that any disputes not settled would be
submitted to the War Labor Board. So everything got
submitted to the War Labor Board not solely because the
board was there, but because you could not strike. The
alternative to agreement at negotiations was the board and
the parties were not as afraid of the board, for some reason,
as they were of a strike. So the board settled everything.
Uollective bargaining went out the window. The mere avail-
ability of the machinery invites the use of it.

— QUESTION:

M. Taylor, relative to this subject, I should be interested
in hearing your thoughts on the possibility or the necessity
for sanctions under voluntary arbitration,
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You don’t have sanctions under voluntary arbitration.
When people agree to arbitrate, they make this decision:
they say: “Sure we know this arbitrator is liable to do
something that is not valuable. We understand that there
are risks involved in that, but we appraise arbitrators’
decisions, not in terms of whether we think they are good
or bad according to our standards, but in terms of what
would happen if a strike resolved the issue”. That’s the test
of an arbitration award. How does it compare with the
resolution of the difference by a strike? The arbitration pro-
cess is an alternative to strike. The parties then say: “We
would rather take the risks of arbitration than the risks
of strikes. We think it is going to be less costly and it is
going to be a better deal”’. And why de they necessarily
accept the award? Because they agreed that this procedure
was preferable. It is in the collective bargaining tradition
if they say: “We will take this procedure and live up to
its results.” It’s because men live up to their word in our
society. And so your basis of sanction is living up to your
word. Any voluntary arbitration process — any procedures
for settling labour disputes — will work if the parties want
them to work; and they will fail if the parties want them
to fail, or if one party wants them to fail. So voluntary
arbitration connotes a determination of both sides to set up
a procedure that both want to work. Sanctions are not
necessary and once you put sanctions in it, you get away
from voluntary arbitration.






PART 11

The recent steel labour dispute
and its effect on pensions

by
PROFESSOR CARROLL R. DAUGHERTY

13th March, 1950.






I T IS VERY nice to be here and I am indeed honoured to
be able to stand before you and impart to you a few
of the reflexions that I have had on this pension issue.

The fact that there was a strike in the basic steel industry,
last fall, in the United States, over whether the pensions
to be provided in that industry should be contributory or
non-contributory and the fact that this was a major issue
in the dispute before the Steel Labour Board and that it
received a tremendous amount of publicity simply serves,
it seems to me, to indicate a growing movement, of which
we have not yet seen the end, for greater security. There
seem to be, in fact, in human history, certain periods of
consolidation, one might say, periods following other pe-
riods of economic and political adventure, during which
there is a greater desire for maintaining the positions one
has reached than for further adventure. One can think of
the almost thousand year middle-age period following a
period of previous adventure in which the main emphasis
was on security. After people got a bit tired of that stability
and almost stagnation, the forces working within that
system released people’s desire and urge for adventure —
in the intellectual sphere, the political sphere and the
economic sphere. And we had all those things which led up
1o the various so-called revolutions — the agricultural re-
volution, the commercial revolution, the industrial revolu-
tion, and so on. And the technical changes and the other
changes that were set in motion by that adventure have
given rise — it has become commonplace to say —to pro-
blems which have turned people, once more, to thinking a
great deal, if not primarily, about security and a safer status
in a rapidly changing and dynamic world.
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The Steel Board and the steel industry simply happened
to be a focus for these forces. If it had not been in that
industry, if it had not been that time, it would have been
some other time and place. This basic urge, this basic
drive has to find expression somewhere, it seems to me.
And the end, of course, is not yet. You are all here,
quite properly, giving serious consideration to how this
desire for retirement benefits, which is part of the drive
for security, can be properly channelled to the good of the
nation and to the good of unions and plants and industries.

In reviewing some of these matters, this afternoon, I
would like first to talk, certainly not exhaustively, about
certain economic aspects of the pension movement. Then,
second, I would like to give you a short briefing on what
the Steel Board was faced with and why it came to the
conclusions that it did, and thereby served as a vehicle
for spotlighting the movement I just talked about.

In order to consider then, first, the economic aspects of
pensions that I have in mind, I submit to you certain tools
of analysis or a certain frame-work of thinking about the
matter which has proved useful to me and which, 1 hope,
may serve in some way to guide your own thinking.

In the first place, looking at the whole matter of security,
broadly, there is one basic economic thing I think we al-
ways must remember, and that is the fact that human
resources, in fact all resources — not merely economic re-
sources — are limited in terms of people’s wants or desires.
That’s an elementary economic fact that we all learned in
our first week or so in Principles of Economics, in college.
Resources are limited in relation to wants, Therefore, there
is a need for allocating these resources among the wants
which compete for satisfaction in such a way as to give
the greatest total satisfaction. And since wants compete for
satisfaction and all of them cannot find full satisfaction, it
follows that whatever you give, however you allocate re-
sources, to one of those wants, it takes away from satisfy-
ing some other want. It’s what the economists call the
“principle of opportunity cost or real cost”. The real cost
of getting more health insurance or of installing a program
of health insurance is giving something else up, given the
fact of existing resources. You can have more spectacles,
and have more sets of dentures, have a lot of medical
service, but the cost, the real cost of having those things
is giving something else up. That’s the real cost. And as
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long as the quantity of resources and the technological skill
with which you use those resources don’t change, that cost
will continue, The only way in which you can have more of
everything is to improve the quantity of resources and im-
prove skills and technology with which you utilize the re-
sources. That’s a basic economic fact — that there is no
getting away from it. With existing resources, 1 repeat,
whenever you get some one thing you want, the real cost
is giving something else up. The only way that you can
have more of everything is to enlarge the quantity of re-
souces used for producing goods and improve the tech-
nology which you are using. I am going to apply that to
the pension situation in a moment,

Now, there are some other fundamental economic prin-
ciples that the welfare economists tell us about; and social
insurance in general — health insurance, unemployment
compensation, pensions, and so on — are part of the drive
for security and the economic welfare. Welfare economists
tell us that there are a number of considerations rather im-
portant in the effort of an economy to do what they call
“maximizing want satisfaction” which is a way of saying;
get as much welfare or satisfaction as possible out of exist-
ing resources. We are told that, in respect to the distribu-
tion of money claims on one satisfaction, when you take
through taxation, for example — through progressive in.
come taxation— income claims from the wealthier classes
and re-distribute their income through the social services
or in one way or another — family allowances or whatever
manner — to the poor, you increase the total of satisfaction
in the community as long as the gain to the poor exceeds
the loss to the rich. And up to that point, you have not
yet reached the stage of maximum want satisfaction from
the standpoint solely of re-distribution of income.

That brings up a second point. If, in trying to redistribute
income in accordance with the general principle 1 have
just stated, you impair the incentive to produce by taxing
the rich, i.e., by taking away from those classes and giving
to the poor, then you may have a smaller pie to cut up more
equally. In other words, progressive income taxation is a
discriminatory tax. Someone has said that income taxes
cannot be passed on to anybody; the person who is taxed
is the final bearer of the tax. That’s correct, I suppose, with
respect to the people who bear the tax. But it is possible
to pass that tax on to the whole economy and thereby have
the whole economy suffer because that tax discriminates
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against work in favour of leisure. And it also discriminates
against saving in favour of consumption. So it is possible —
without ever reaching the point where the loss to the rich
is just matched by the gain to the poor in a purely distribut-
ive sense — it is possible to reduce the amount of economic
progress, which I stated a moment ago, was the only way
you could have more of everything. In other words, there
is the possibility that you can impair the incentive to pro-
duce in installing pension systems or other systems which,
in effect, re-distribute income.

There is another basic economic principle, a basic prine-
iple of welfare economics: in distributing or allocating the
resources among various desired consumption goods, the
factors of production — that is labour and capital — must
be free to move from a dying industry — a declining in-
dustry, whose products are not desired so much as previous-
ly by consumers — into expanding industries whose prod-
ucts are becoming more and more wanted by the house-
holds. Capital and labour must have what we call mobility,
must be free to move from employment to employment. It’s
perfectly clear from studies that we have had made known
to us that there are many barriers to labour mobility, for
example, existing within the people themselves who own
the labour. The workers are not very eager to move. Their
habits, social connections, ignorance of better opportunity
and so on are all barriers to labour mobility, regardless
of this business of pensions or other forms of welfare that
we are talking about. And of course the fact is that wage-
rate differentials, as we have seen during the war for
example, do operate many times to cause labour to move.
It is desirable that labour should move from an industry
where, because of technological improvement or lack of
desire for its products, the demand for labour is declining,
to other industries where the demand for labour is in-
creasing. Maybe the Congress of the United States is not
fully aware of that fact. Just to give an example: they
subsidize the farmers so that resources do not flow from
farming to other places where it might be more advantage-
ously used in our country. Such mobility is desirable.

Another principle is that, in order to have maximum
want-satisfaction in an economy, the quantity of resources
that are available, whether they increase or not, should
be fully utilized. And T don’t think there is much question
but that the unemployment of available resources provides
the greatest loss in want-satisfaction that an economy can
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have. That is to say, there may be a loss in want-satisfac-
tion because the factors of production do not move freely,
because there is lack of mobility; there may be a loss in
want-satisfaction because economic progress is not as rapid
as it should be. But I think those losses all pale into in-
significance compared to the loss in want-satisfaction that
occurs during a depression, when a large proportion of the
resources — capital and labour generally — are unemployed
and not used.

Now those are, it seems to me, the basic items of welfare
economics in which framework I should like to discuss the
economic aspects of pensions. In talking about pensions and
before we come to apply these tools, it might be well to re-
mind ourselves that pensions can be either operated by priv-
ate industry — arrived at through collective bargaining or
unilaterally (that’s the sort of thing that was before the
Steel Industry Board) — or there might be government pen-
sions. The government may assume the responsibility for
providing the retirement benefits. Another thing that we
should bear in mind is that pensions may be paid on a
pay-as-you-go basis, that is to say, out of the current re-
venue of the establishment that is providing the pensions, or
:nay be what we call funded. And of course, that funding
covers only the period during which the workers who have
already accrued past service in the establishment, must be
taken care of. In other words, ultimately, every company that
embarks on a pension program and accepts these past service
liabilities, will reach the end of the funding period and from
there on the program is not very much different from simple
pay-as-you-go. There are some differences, but the main pe-
riod of financial urgency is the period immediately after the
installation of a plan, when the company must take care of
its workers who have been with the company for ten, twenty,
thirty years or more and who have already worked up quite
a right to benefits.

Then we ought to remember also that pensions, as far as
the workers are concerned, may be what we call vested on
the worker to same extent or not vested. That is to say, when
the worker leaves the plant, he can either take along with
him what the company has contributed plus any of his own
contributions, if he has made any, or have a paid-up annuity
based on the amount of those contributions; or he may lose
entirely the contributions that the company has made on his
behalf. Now, let’s consider pensions in the light of these
matiers,
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Let’s consider first, private pension plans — company pen-
sion plans. In terms of that first principle that I have talked
about, namely whatever you get of one good, means that you
must give up some other good. I don’t think pensions are
necessarily something we need to worry about. Health in-
surance would be, but not pensions. Why do I make that
distinction? Well, health insurance, health benefits, medical
benefits and hospitalization, are something that comes out of
current production. Whatever goes to that, the real cost is
something given up also out of current production. The
pension problem is not quite like that. Some people are going
to give up present consumption but other people, namely the
aged, the retired, the superannuated are going to get higher
present consumption. So there is no giving up of any part-
icular quantity of consumption goods in favour of some other
quantity of consumption goods. It’s mostly a matter of a
change in the distribution of income. Of course, a lot of
workers and a lot of unions seem not to recognize that fact;
they seem to think that they don’t want any reduction in
take-home pay. But with a given full employment of re-
sources and a given national income, they must come to
realize that if the benefits to the class above sixty or sixty-
five are going to be increased, to whatever figure, somebody
else has got to give something up. The workers who favour
non-contributory plans, for the most part, don’t want to give
anything up. They wish management to make the contribu-
vion and they wish thereby to effect a re-distribution of in-
come, that is to say, they want management to pay pensions
out of profits, and thereby the owners of the companies to
provide the pensions. And that, if successful, — if their de-
sires were realized — would mean, of course, a re-distribu-
tion of income. But the economic fact is that the owners
seem to be unwilling to go along with such desired re-
distribution. The Steel Board said to the steel industry, in
effect, in its report: “we don’t think there is any justification
for a price increase, under the contributions that we have
suggested you make. We think you might even reduce prices
in view of the substantial profits you have been making
and in view of the fact that you have used your profits, as
we said, quite desirably for the good of the nation, to
modernize plant and equipment.” But the steel industry did
raise prices — that’s their prerogative under our economic
system. So, if that should happen universally — and my
discussion is to be thought of in terms of universal pension
systems, either private or public or a combination of the
same — if that should happen universally, then there would



THE RECENT STEEL LABOUR DISPUTE 43

not be any re-distribution of income, because all of us
would be helping pay pensions for all of us. There would be
no essential re-distribution of income; it would not come
out of profits. The higher prices that we pay for products
would be our contribution. And we in the Steel Board said:
“That’s all right with us, everybody pays in the prices of the
products he buys, something for the depreciation of the non-
human machinery.” It’s a proper cost of doing business
and we said: “Because labour is subject to the direction of
management and works under the conditions — pretty large-
ly — that management decrees or helps decree, management
has a responsibility to pay for the maintenance and de-
preciation of the human machine.” We didn’'t mean to
imply — although I'd be less than honest if 1 did not admit
that ‘our report tended in that direction — that workers are
the same as machines or that they are the same as slaves,
whereby management would have the full responsibility of
paying the full depreciation.

But in so far as management has some responsibility, and
we believed it had, then management should make some
contribution to the depreciation of the so-called human
machine. In any event, in so far as management adds that
to the cost of production and makes it an element in price
policy, there is no essential re-distribution of income in-
volved, under private pension plans.

Now, we come next to the matter of economic progress
ander private pension plans. A private pension plan, to be
safe, in most industries, must be a funded one, at least
during the period of its inception and for a period of years
during which the funding must take place. There are only
a few plants or industries, in the country, in which demand
for their product is so stable in prosperity and depression
both, that they can pay pensions out of current revenues.
In most industries, the demand for the product is not stable
enough to give any assurance that profits will be even re-
latively level over a period of years. Sales and profits are
extremely sensitive to cyclical and special temporary de-
ines and the ability to pay pensions on a pay-as-you-go
basis is, to say the least, problematical. For the worker to
te sure that he is going to get his pension, such companies
must fund their accrued past service liabilities. And the
union will get just as much blame if the plan goes sour as
management itself. That means that most companies are
going to do a lot of saving on behalf of the workers, and
they are going to insure their plans with insurance com-
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panies in order that the pensions will be there for the
workers when they become payable. This will involve a
tremendous addition to the ordinary savings which our
economy produces. | have seen various estimates — from
10 to 50 per cent increase in total savings. But whatever
the amount of increased savings that would come about
through universal private pension plans, these plans, for
the most part, to be safe, must be funded and the funds
invested in an insurance company.

Now, there are two economic factors that we have to
think about in this connection. The one is whether this
increased amount of savings would get invested. I'll come
to that question in a moment. What I'm interested in right
now is whether they will get invested in the sort of thing
that makes for economic progress. Insurance companies,
by law or simply by prudence, do not buy the stocks of
risky, venturesome enterprises, of industries which are
just beginning to produce some new pproduct. With the
greatly increased amount of savings, in the hands of in.
surance companies, whence will come the amount of capital
— risk capital, venture capital — that is needed for what we
call economic progress. I don’t know. I have great doubts
that there will be a requisite amount of venture capital
available under a universal private pension system. And if
that is so, it follows that there is a danger that the rate
of economic progress may be greatly slowed down.

The next point is that, given this net increase in the
amount of savings in the economy, will there be an in-
vestment of these savings? Because the decisions to invest
are different from the decisions to save, in our economy.
When households make a decision to save, it does not fol-
low, of course, that firms — those who make decisions in
firms or companies — are going to invest those savings.
And we are told by economists that to the extent that the
planned savings of households exceed the amount of in-
vestment desired by firms - investment in new plant or
equipment or replacement of existing plant or equipment —-
there will inevitably come a decline in economic activity.
The national income and the amount of employment will
decline. So that it might well happen that if a universal
private pension system were adopted within a short period
of time, there would be an economic recession and depres-
sion set off by the greatly increased amount of savings
failing to find investment outlets.
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Now let us turn to government pensions in the light of
these criteria. First, in respect to the distribution of income.
In so far as a universal system of government pensions are
paid through the collection of payroll taxes from employees
and employers, or both, it seems lo me there is no es-
sential redistribution of income involved. The workers are
helping to contribute to their own pensions, the firms are
contributing to payroll taxes and treat that as a cost of
production. Prices are increased more or less in proportion
to the increase in that cost and we all pay again. So that
if the government pays pensions merely out of payroll
taxes, no vital re-distribution of income seems to me to be
involved. But in so far as the government pays pensions
out of general funds coming into the Treasury and in so
far as those funds are collected by progressive income
faxation, then you have pretty substantial re-distribution
of income involved. Of course, the system involves all these
things: payroll taxes from employers and employees and
government contribution based on progressive income tax-
Stion. There have been many proposals that the government
pay pensions mainly out of its own funds or solely out of its
own revenue and that they pay them out of progressive
income taxes. If that were true, there would be a very
cubstantial re-distribution of income involved. Which leads
to the next point: that in so far as progressive income taxes
are pretty steep — taking increments of income, for ‘ex-
ample, more than 509 — there may well be an impairment
of incentive to work and to invest which would slow down
the rate of economic progress. No one knows the point at
which income taxation — personal income taxation — gets
too steep. There is no way of telling. You just have to
guess. But that there is some point, it seems to me, follows
rationally and logically from the considerations that I
have advanced.

Let us look, then, at government pensions from the
standpoint of the allocation of resources among existing
desired goods. We said that private pensions, unless they
are vested in the workers — unless the workers can carry
with them the accumulations that they have built up in
leaving one plant and going to another — impede labour
mobility. Private pension plans do contribute to the exist-
ing impediments to labour mobility. This does not exist
in government plans, because the worker carries his social
security number and his benefits — his accumulations —
with him, no matter where he goes. Only in the case that the
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government pension plan were not universal in coverage,
would there be any impediment to labour mobility. Work-
ers might be disinclined to go from covered industries to
non-covered industries because of losing any further ac-
cumulation towards their pensions. But the government
plan does have the advantage of not impeding labour mo-
bility, if it’s universal.

What about this matter of lack of equality between
planned savings and investment, which I said might well
lead to depression and economic stagnation. Under a
government plan, there is ne increase in savings if the
government pays pensions “as-you-go” — pays pensions out
of current revenue. Because if the government pays pen-
sions out of current revenue, it follows by definition that
there is merely a partial re-distribution of income —- from
those who are working to those who are super-annuated
and no longer working. Those who are working make
contributions, those who are not working — because of
age — receive it. There is a re-distribution there, but no
increase in savings. So under government pensions, it seems
to me, you avoid adding to any likelihood that savings
will exceed investments and thereby tend to lead into
depression. But, as I have said, private pension plans, ex-
cept for a few companies that have relatively stable de-
‘mand — in prosperity and depression — cannot afford to
have a pay-as-you-go svstem. So, for the time during which
tunding must be made, there is the difficulty 1 have men-
tioned. ‘

In broadest terms, if we are going to have pension
plans, let’s have them as cheaply as possible; let’s give up
as little as possible in terms of social and economic cost.
I think this conclusion clearly points to the fact that the
government should be the agency for the payment of
pensions. The government is the only economic unit — out-
side of those few firms that I mentioned — that is bhig
enough and strong enough to pay pensions on a pay-as-you-
go basis. And it is only through government pensions that
a universal system can be financed out of current revenue.
The government is not the same as a private firm; the
government is all of us. Only in international relations can
the government be compared to a private firm and be-
cause of that fact, because of its sovereignty, the govern-
ment can afford to pay pensions “as-you-go”. And that’s
the cheapest way, it seems to me, to arrange for universal



pension coverage and satisfy this basic desire that I men-
tioned at the beginning.

You may well say, at this point: Mr. Daugherty, if you
believe these things why didn’t you put them in your steel
report? Why didn’t you recommend that the union drop
its desire for pensions and urge that the federal govern-
ment raise its pension benefits and set forth the reasons,
therefore, just the way you set them forth to us this
afternoon? Aren’t you a highly inconsistent individual?
And so I think I have an obligation to explain to you why
this seeming inconsistency exists.

The simple fact is that the Steel Board had not only an
economic problem but an industrial relations problem. The
industrial relations problem had, indeed, some serious econ-
omic aspects, because a strike in the industry certainly
would have had some unfortunate economic repercussions,
and the strike that did happen had some unfortunate econ-
omic repercussions. But the emphasis was on the industrial
relations aspect. A Board like ours, made up of presumably
public-spirited persons (and I want to assure you that we
felt we were public spirited and we didn’t feel that we had
any obligation to repay any political debtor, any of that
sort of thing, nor did anybody in Washington give us any
such-hint) has to consider the various aspects of the public
interests that are involved. And our Board conceived the
public interest to contain at least the two following points.
In the first place, we wanted to make recommendations
that would be as sound economically and as beneficial to
the whole economy as possible. That was one very import-
ant aspect of the public interest as we conceived it. Our
recommendations should have economic sense and not do
economic damage to the country. But there was another
very important aspect of the public interest. It was our
specific function to try to settle a big labour dispute in
a basic industry. And that meant, of course, to come out
with recommendations that would be acceptable to both
sides, and to put public opinion behind such recommenda-
tions — public opinion acting as a sort of enforcing agent.

It is quite evident that there may well be, in any part-
icular case of that sort, some conflict between those two
aspects of the public interest. Maybe if our Board had been
an economic dictator we would have said to the union:
'Perha{ls you ought to forget about all your demands.
Drop all your demands and devote your energies to getting
the federal government to introduce an improved pension
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system — a scale of benefits that takes into consideration
the large increase in the cost of living that occurred since
the original plan was formulated. “We thought it would
be a bad thing for a fourth-round of wage increases to
be put into effect. We didn’t know what the effect might
be but we thought it might be unfortunate for the country,
to employment and to stability. We thought that what
the country needed was stability with costs and prices le-
velling off at a high employment level. So we recommended
that the union withdraw its demand for a wage rate increase.
That certainly, we thought, was highly desirable from the
standpoint of the country’s economic welfare — to stop
this spiral in the wage-price conditions that had -existed
since the war. Not that we thought it necessarily would have
meant an additional spiral — we were afraid, in fact, that
it might mean unemployment rather than continued high
employment with more inflation. We didn’t know, but we
just had the feeling that economic stability was highly
desirable for the country.

Faced with the labour relations problem, we knew well
that we could not ask the union to give up its other de-
nands also. You don’t do that —not in a situation such
as the one which faced us. As labour relations people, you
all know that compromise is one of the basic principles
of democracy and that all arbitrators and conciliators prac-
tice it, and that collective bargainers when they are face to
face — without the aid of conciliation or without arbitration
--- practice it also, if they bargain in good faith. And so we
had to practice it. We gave what we thought would be the
minimum acceptable to the parties. And we truly thought
that we had a formula which would provide industrial
peace. As a matter of fact, I’'m convinced that we did have,
and that the dispute would have been settled without a
strike if it hadn’t been for the so-called political factors
that surrounded the dispute, that is to say, the split in
the American labour movement, the rivalry among labour
leaders and unions, the internal conditions of the CIO,
the fact that there was a left-wing movement that had to
be dealt with during the convention that was to be held —
and was held — in October. All that sort of thing militated
against the acceptance of our proposal. But — and 1 want
to emphasize this very strongly — our proposal was not as
simple as it seemed on the surface. Qur main proposal with
respect to pensions (don’t forget we were working against
the deadline of time and could not make the studies our-
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selves) was that a study be made, a joint study between
management and labour in the steel industry, to get to
some of these basic economic facts, to marshal some
ctatistical data and to find out just what the pension
problem involved in private industry and how best it could
be dovetailed in with the existing federal system. And
even whether there should be private pensions. All that sort
of thing, we thought, might come out in a study which, if
made in good faith by both sides, would really lead the
way on this very important issue. This recommendation was
ignored and for the reasons I have given you, I think.
Neither side, in its own political position, (I don’t mean
“political” vis-a-vis the Republicans or Democrats, that
sort of politics) in the structure of American unionism, in
American industry, felt that it could go along with that
recommendation, But that is what the Steel Board most
wished for. Such a study is now being conducted between
the General Motors Corporation and the United Automobile
Workers who, in an atmosphere of relative calm and stabil-
ity, are able to direct their energies to finding out the facts
on which they can install something that is worthy of the
name of being a suitable, safe and sane pension plan. 1
don’t think that the plans which were ultimately bargained
out in the steel industry are here to stay — I don’t think
that for a moment. They were a settlement. It was desirable
that a settlement be made, but as far as being adequate
pension plans, 1 think most people would agree that they
leave a great deal to be desired; and, in fact, the wording
of the contracts indicates that the parties themselves re-
cognize this and will, in time, work the plans into something
that is more in keeping with economic necessity and with
the federal plan.

Now you may say: This may all well be and is even
conceivably interesting, but what has it got to do with our
immediate problem here? I am head of such and such
a union; or I represent such and such a company and
our umion comes to me with a demand for pensions; or
I'm helping to mediate a case in which this situation has
arisen. What are we going to do about it? Well, I think
the answer is pretty clear: the problem should be studied
in Canada as well as in the United States with a view to
working out something that makes economic sense — and
that can be worked in with your existing federal system.

Otherwise, there will be nothing in the end but unrest and
other undesirable results. THANK YOU.



50 TRENDS IN INDUSTRIAL RELATIONS

_QUESTION:

First of all, I would like to make a statement; secondly,
I would like to ask a question. My statement is that when
other social benefits were advocated by labour such as
minimum wages and workmen’s compensation, employers
and governments have always stated that it would be too
costly, that incentive would be impaired, etc. We, in labour,
have always considered such arguments as a mask for
basic opposition to such improvements.

My question is this: why should not the government pro-
vide pensions and finance them out of general tax fund —
out of progressive taxation?

~— MR. CARROLL R. DAUGHERTY :

I would like, first to take the opportunity to clarify a
little what I said in terms of your first statement. I am not
against pensions. I think it must have been clear — I hope
it was clear —that T am not against workers having pen-
sions. Now, with respect to the matter of investment, I
said the following: I said, in so far as pensions are private-
ly financed and are safe, they must be funded either at
once or over a period, the length of which— 10 or 30
vears — depends on the financial resources of the company
and the accrued liability. If a plan is funded and is safe
and is put with an insurance company, I did say that there
might be a lack of venture capital, because the insurance
companies are not likely to buy the kind of stocks that
are associated with the term venture capital. I also said
that because the total amount of savings would be in-
creased substantially, it very possibly would be greater than
the amount of investment, because the amount of savings
comes from one source and the decisions to invest or not
invest are made by other people. In times of “bull” market,
it is quite possible that investment would be as great as
savings. But in ordinary times I think there is great doubt
as to whether investment would equal the amount of savings
and as a consequence the national income would go down
to the point where the savings were reduced.

Now, on your specific question, then, I personally have
no very strong feelings as to how a government plan (which
I favour for the reasons that I gave) should be operated —
whether it should be out of progressive taxation solely,
with the government doing the whole thing through its
taxation system, or whether it should be partly that and
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partly  from contributions from the employees and the
employers. I have no strong feelings about it, but I believe
that taking account of costs and advantages, the tripartite
system of contributions would be most desirable. I don't
put too much stock in the argument that a worker, if he
gets something completely for nothing from the govern-
ment, is thereby debased, because if that is so, then certain
executives of the United States Steel Corporation have
suffered a great deal of debasement, and I don’t know
why the workers themselves would necessarily show any
moral debasement. But there may be something to that
idea — I’'m not prepared to say there is not anything at
all to that idea. And in so far as there is something to
the idea, it might well be desirable for employees to feel
they were giving up something now for what they hope to
get later. So I think my own preference, which is subject
to change, would be for contributions by employees, em-
ployers and government also. And the government con-
tribution might well then be out of progressive taxation,
because I don’t think the taxes would need to be so steeply
progressive as to seriously impair incentive whereas they
might be under a plan supported solely hy the government.

- QUESTION:

Do you think these contributions should he in equal
amounts from the three sources?

— MR. CARROLL R. DAUGHERTY :

Yes, as a rule, | don’t know any better way to break it up.

— QUESTION:

I wonder, Mr. Chairman, if the speaker would tell us
about how the Steel Panel came up with a cents per hour
approach. It does not, in itself, take care of accrued
liabilities.

— MR. CARROLL R. DAUGHERTY :

In the amount of time that we had, we had not time to
go into any other system. There might well be better ways
of making the contribution than cents per hour, because,
when employment falls, the amount contributed is reduced.
For instance, if you work 2000 hours a year at, say, 6
cents per hour, it equals $120. per vear; if the total number
of hours worked equals 1000, you would have to make
1 12 cent contribution to yield an equal amount. You may
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recall that we talked about $120. per year rather than 6
cents per hour in our report. However, we did stick to 6
cents per hour, and if the number of hours worked per
year in a depression fell from 2000 to, say, 1000, then
the amount of contribution would not be $120. per year;
it would be $60. per year. We talked about yearly amounts.
We always used the phrase: on the basis of 2000 hour work
year.

— QUESTION:

I hope I'm not taking too much time. I was looking for
the reasons providing for the real value of benefits — like
some of us would discuss benefits rather than costs.

— MR. CARROLL R. DAUGHERTY :

Oh! I'm sorry, I missed the point of your question en-
tirely. Whether we mentioned merely some figure, whether
it is cents per hour or dollars per year for employees,
rather than what you could buy with it. Is that the ques-
tion?

— QUESTION :

Yes.

— MR. CARROLL R. DAUGHERTY :

We didn’t know a thing about how much you could buy
with so many dollars per year or so many cents per hour.
That’s one reason why we recommended that a study be
made. We weren’t actuarial experts and from the evidence
before us, which was highly conflicting — Mr. Latimer,
from the union, claimed that with the 11} cents per hour
vou could buy 8125 a month pension plus $150 disability,
under wide open conditions, without regard to the length
of service and so on, and the companies, on the other
hand, submitting their benefits to insurance companies for
funding, came out with estimates ranging from 25 to 55
cents per hour per employee. With that range hetween the
two parties and with the short time at our disposal and
our lack of expert actuarial knowledge, we could not do
anything of course, but to recommend the study. In respect
to what they call social insurance, that is to say medical
benefits and hospitalization, there had already been a good
study made jointly by the union and the United States Steel
Corporation, and the parties were in substantial agreement
as to how much in the way of benefits you could buy with
a given amount of contributions.
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There was an unfortunate phrase in our report which,
to a good many people, indicated that we took the union’s
estimate as to how much you could buy with a certain
amount of contributions. We said: “On the basis of the
union presentation that you can buy $125 a month with
11} cents, you could then buy $70 a month, or something
like that, with 6 cents.” But that was purely a hypothetical
statement on our part, although, as I read it now from the
distance, and not at 2 o’clock in the morning, I think it
was unfortunately phrased.

— QUESTION :

Mr. Chairman, there is a statement made by Professor
Slichter that I should like the speaker to comment. Profes-
sor Slichter said something like this: “Employers cannot
continue to pound the drums of productivity and still lay
off workers at the age of 65.” In other words, he was
developing the thought that with the section of population
reaching 65 increasing all the time, that left a smaller
section of the population to produce.

— MR. CARROLL R. DAUGHERTY :

Well, that covers a wide range of possibilities and pro-
blems. If there is sufficient investment in the economy I
think there is going to be employment for both the old and
the young. It seems to me that this brings us down to a
question as to whether or not there is enough investment,
enough total spending if household consumption spending
plus company investment spending plus government spend-
ing is at a sufficient level, there will be employment
provided for the young as well as the old. T just dont
understand what you mean by “pounding the drums of
productivity” but I suppose you mean just what I said —
vou didn’t mean technological improvements so much as
that we had to produce more, in order to provide the em-
ployment. Well, it seems to me that that’s something beyond
the scope of any single company, no matter how large
it is. The total spending in the economy is something that’s
beyond the control of any private economic unit. The only
agency that is big enough to see that total spending gets to
the point of full employment is the government through
its control of the budget. If employers say that the private
pension plans are being subjected to costs which they can-
not meet, then they are simply saying what I said earlier:
that there is not going to be enough investment. And if
there is not enough private investment spending to maintain
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a level of full employment, then the government is going
to have to increase its own net spending.

— QUESTION:

Mr. Speaker, if the government were to be the sole
dgency to pay pensions to everybody, would it mean that it
would take pensions out of the collective bargaining field
or could union and management bargain for more?

-~ MR. CARROLL R. DAUGHERTY :

Well, certainly in a free economy a union and manage-
ment can bargain about anything they like, I guess. But if
the government in our country had provided what would
be considered more adequate pensions in view of the price
inflation, 1 think a lot of the heat, a lot of these pressures
for these private pensions would have been removed. Of
course, the pension plan of Mr. Lewis is hardly worthy of
the name in my judgment. Maybe our War Labour Board
in its effort to keep industrial peace made an unwise de-
cision during the war in granting Mr. Petrillo the right
of charging a royalty on records for his welfare plan. I
don’t mean to suggest that Mr. Lewis wouldn’t have been
perfectly capable in his own right of dreaming up some-
thing of that sort anyway,

~— QUESTION::

I understand that the original design behind social se-
curity in the United States was the hope that they may have
a percent of payroll system that would increase gradually
over the years. Is it correct to say that this has now been
abandoned — that the contributions are not going to be
increased to 3% 7

— MR. CARROLL R. DAUGHERTY :

Well, I don’t think quite correct. It was originally con-
ceived that the federal social security plan was to be worked
out on an actuarial basis, just as if the government were
a huge private insurance company. Then it came to be seen,
1 think, that this was not so, that the government is not
the same as a private insurance company and does not
need to build up reserves in the same way that a private
insurance company needs to. The level of benefits in the
original plan, which probably will be amended to take
care of the increased cost of living, was bound to be in-
dependent of the contributions. For example, nothing hut
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bookkeeping happens in Washington or Baltimore. The
funds, under our constitution go into the general Treasury
and may be used to build battleships. And the funds that
are now used to pay benefits come out of the general funds
of the Treasury and may come from excise taxes or in-
come taxes or custom duties. In other words, it came to be
felt more and more, in the United States, that pensions
might well be paid “as you go”, out of the general funds
of the Treasury and there was not much use in keeping up
that scale of contributions. So it is not because the contri-
butions did not go up to 3% by 1949, as they originally
were intended to, that the level of benefits was not increased.
1 expect they will be increased, but I don’t think it neces-
sarily will happen that the contributions will be raised
above their present level. In other words, the government
will be able, from its various revenues, to pay higher be-
nefits without raising the rate of contribution.

— QUESTION:

You mentioned that collective agreements negotiated,
following the settlement of the steel dispute, contain pro-
visions with respect to pensions which may be modified as
time goes on or as these agreements come up for renewal.
What type of amendment would you speculate could occur?

—MR. CARROLL R. DAUGHERTY :

Well 1 think it’s conceivable that there might be a con-
tributory feature. I think also that the companies will press
the idea of funding —and the workers themselves, the
unions themselves, might well want the plans to be funded,
especially if we get into some sort of economic recession.
It is noteworthy that the United Automobile Workers have
publicly stated that they are fully aware, in their industry,
of the need for funding in order to keep the plan safe. And
they have said in so many words to me that they think
the union will get just as much blame as the company if
pensions are not safe.

— QUESTION:

Mr. Chairman, Professor Daugherty mentioned in pass-
ing that if his board had had jurisdiction to make a bind-
ing report, in other words, had been acting as arbitrators,
it is possible their recommendations and decisions might
have been different. I am not necessarily asking him to
tell us what the decision would have been in that case but
I would be interested if he could enlarge upon that distine.
tion.
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—MR. CARROLL R. DAUGHERTY :

If we had been arbitrators, I think it is probable we
would have come to very different conclusions. But I don’t
think an arbitrator — a private arbitrator at least —goes
too far from assessing the opposing forces in coming to a
conclusion that he thinks will satisfy each as well as pos-
- sible. No, I said that, if we had been economic dictators
who could have just gone down the line without regard to
reactions, I, myself, at least, would have recommended
that the government take over the whole thing.

— MR. GEORGE W. TAYLOR:

Carroll, you said something about either a national pro-
gram for pensions or a collectively bargained program. And
yet, it seems to me, the spheres are different. If you are
going to have the social problem taken care of, then there
is no alternative but to take government pensions. The
problems of each industry are quite different and the jobs
that are being done by the two forms of pensions are
essentially different. The collectively bargained plan must
be tailored to the industry and can only take care of part
of the problems. I was wondering whether you meant it
as an “either or” proposition.

~~MR. CARROLL R. DAUGHERTY :

Well, it’s perfectly true that the problems of industry
vary and collective bargaining agreements usually give re-
cognition to the fact that industries have particular pro-
blems and that those specific things must be taken care of.
But it is a fact that on something like pensions, a pattern
tends to be set up. Ideally I think I would go solely for
government pensions but the difficulty is that vou have a
strong movement for pensions through collective bargaining
and I don’t think for a moment that you are going to stop
it. I think that the real solution lies in attempting dove-
tailing the two together with a minimum of disturbance
to the private sector of the economy.

~—MR. GEORGE W. TAYLOR:

Yes, the point I developed this morning was that the
only thing you could do in collective bargaining was to
provide for some benefits for that over-age group of people
who stayed with the company for a long time — which
will be a small percentage. The problem of the collectively
bargained pensions seems to me to be entirely different from
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the federal program; one having to do with the super-an-
nuation of the older of employees in the company — to take
care of long-service employees who are no longer able to
do the job. You are not going to cast them off, but re-
cognize long service. But the actual problem of providing
pensions for everyone cannot possibly be done by col-
lective bargaining if you are going to have turnover and
plant changes which you need for dynamic economy. There
are two different pension problems altogether.

— QUESTION:

What was mainly behind your thinking when you sug-
gested that these schemes should, instead of being operated
unilaterally or even under collective bargaining between two
contracting parties, be operated on a national basis and
have all the people contributing and all the people benefit-

ing.
— MR. CARROLL R. DAUGHERTY :

I think unorganized workers as well as organized work-
ers need pensions just as much, the weakly organized just
as much as the strongly organized, from the standpoint of
social desirability. I think it’s just something that has to be
looked at nationally.

— QUESTION:

I think in discussing pensions we have to look at the
welfare part of the arrangement too. How do these miscel-
laneous benefits fit into the picture?

— MR. CARROLL R. DAUGHERTY :

Medical benefits? Well, that’s a very tough question. As
Mr. Taylor said, 1 was in New Zealand for a while and
1 got to know some of the people and some of the physicians
there and according to them, the government system of
health insurance left a lot to be desired. There are certain
elements about health insurance that don’t appear in the
pension set-up and I think my own preference at this stage
—— again my mind is quite open on it — is to allow private
plans to develop with perhaps government subsidies and
some requirement for uniformity or something like that.
In embarking on a national plan of health insurance, you
are taking a tremendously forward step—1 mean a step
that’s not likely to be fully considered and a step it will be
hard to go back from. Because of the dangers of shabby
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medical service, and so on, I would like to see more exper-
imentation with private plans. And 1 don’t see why in a
given industrial community those plans need be confined
necessarily to companies.

— QUESTION :

I quite agree with the speaker that the desired plan is
the tripartite plan with respect to pensions. Perhaps the
$100 a month objective would be the right answer. But, in
my opinion, would that not be just a jumping-off spot
through collective bargaining to, say, $250, as our minimum
wages and other things have been?

- MR. CARROLL R. DAUGHERTY :

It might be. There is little consistency in union demands.
You will recall that the United Auto Workers did adopt
the principle of increased wage rates commensurate with
increases in the cost of living, then threw it over-board
when the cost of living went down. They will stress product-
wity one time and forget about it the next time. That’s
not inconsistent in terms of a general principle — which is
a good American principle as far as 1 can make out — of
always trying to get more. You might expect increased
demands, but I do think that basic economic education
would be very helpful on all sides in order to make every-
body realize just what is involved in these matters. On
something like pensions — and that’s why I am very much
for the government doing it, as I indicated — you cannot
take just a narrow company or even industry view. The
implications are too great.

— QUESTION:

Is it not true that if there were a higher level of be-
nefits as the result of a government scheme, the resulting
compulsory savings would also present a terrific investment
problem which might have a very marked and direct ef-
fect on the economy? '

— MR. CARROLL R. DAUGHERTY :

Yes, if the government tries to operate it as one vast
insurance company. But, as I suggested in my talk, if the
government does it “you pay as you go”, then it’s simply
a matter of transferring its revenue from certain persons’
incomes to certain other persons’. There is no unnecessary

increase in savings.
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~QUESTION :
I would like to ask Professor Daugherty how he thinks

a pension plan — private pension or government pension —
should go in supporting a man in his later years? Isn't
there a danger in pensions in bringing about a type of
thinking in which everybody live up to their full income
at all times. Is that a danger, do you think or is it de-
sirable? :

-~ MR. CARROLL R. DAUGHERTY :

There are some moral issues and I don’t know whether
| possess the competence to deal with them. Let us assume
that everybody is compelled to engage in the virtues of
thrift. If we all make those private savings that are ne-
cessary to provide the old age pensions that we think we
ought to have, there is no difference in the economic re-
sults. There might well be too much saving that way as in
relation to investment in the private pension plans. There
is some thought that the best time for individual thrift
was just exactly when it was emphasized, namely when
there was a vast new country to be opened up and
there was a terrific rate of new investment required — we
needed really the savings. Whether that still holds, 1 am
not prepared to say. So you are left with the question as
to whether it is better for a man’s morale to make his
own savings and take care of himself. You are left with the
question as to whether, with what he gets in terms of
take-home pay, he is able to do it. Goodness knows, all the
sales managers try their best to get his income out of him
right away without permitting any savings.

— QUESTION:

Professor Daugherty mentioned the necessity for some
general education on the question of pensions. I am wonder-
ing whether he would enlarge on this.

--MR. CARROLL R. DAUGHERTY :

We thought that, out of the study that we recommended,
it would be possible (if the study were conducted in good
faith, in an attempt to find what the conditions were with
respect to the average of the steel employees, the rate of
turnover and all those factors) that maybe the unions with
the companies might figure it out this way: “If the plan is
a non-contributory plan, maybe for it to be safe and suf-
ficient, without costing too much, we won’t get enough

4
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benefits without contributing ourselves; maybe we ought
to make some contributions ourselves.” We didn’t say that
explicitly in the report, but we did say it explicitly with
respect to the medical and hospitalization benefits. We
thought the companies ought to contribute 4 cents, and if
the workers wanted to contribute some sum, such as 2 cents,
it would be perfectly all right with the Board. We possibly
should have been more explicit about the pensions. Our
hunch was that that sort of thing might come out of the
study.

— QUESTION:

Mr. Chairman, I wonder if either the speaker of this
morning or this afternoon would comment on the growing
development, in both countries, of the trusteed type of
profit-sharing plans. Do they offer possibilities to industry?

— MR. CARROLL R. DAUGHERTY :

I am not familiar with the plans that you mentioned, but,
in general, I think they have to operate in a company that
has rather stable profits. And that does not cover too large
a proportion of the companies. In other words, profit-shar-
ing is something after costs have been deducted from
prices. However you want to treat those profits and divide
them up, put them into annuities or anything of that sort,
it’s not a factor that is going to have some of the economic
effects that I mentioned. It’s possible in connection with
pensions. It does mean that the workers come to count on
these things and if the companies are not in a position,
during periods of economic recession, to tap the profits,
then I think you will have a labour relations problem on
hand and it probably might do more harm than good. In
other words, you have to have the sort of companies that 1
mentioned, that could pay pensions as-you-go themselves.

— MR. GEORGE W. TAYLOR:

I'm against profit-sharing under collective bargaining set-
ups. I think that when you undertake profit-sharing, whe-
ther it’s as a supplement to wages or provides for pensions,
retirement savings, you are saying to the employees: “Be-
come joint risk-takers with us. Your position depends upon
fluctuations in profits”. As I understand it, one of manage-
ment’s main function is to be the risk-taker. If we say that
employees as a group have an interest in the size of the
profits, they also must be given a right to participate in
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the determination of the factors upon which profits depend.
Some of you might know that, in our own country, Sears-
Robuck has done a terrific job in profitable operations and
in sharing of profits. But it has been a steadily increasing
profit, without any reductions taking place. It seems to
me that if we are going to maintain a private enterprise
system, management has the job of the risk-taking respon-
sibility and that it should not be shared with employees who
are seeking security. There is much more that could be said
about this but that expresses my general view.

- QUESTION:

If a manufacturer has to buy a machine, it costs him
$1,000 or $10,000 or $100,000 and he pays it. But he can
acquire the human being for nothing. The two things are
necessary for production. Since the employer has to re-
place that machine, I think he should give even greater
:onsideration to replacing the loss of the human being
which he gets for nothing.

— MR. CARROLL R. DAUGHERTY :

Well, I think I covered that briefly in my remarks. We
said in the report that the employer does make provision
for the maintenance and depreciation of the machines that
he owns. We didn’t say anything about getting the workers
for nothing, because we did not think he does get them
for nothing. They don’t buy workers like machines; work-
ers are free, they are not slaves. But the workers do work
for the employer under his direction and undertake work
of varying responsibility and disagreeableness and hazards.
Therefore we said, in effect, that the employer has a share
of the responsibility to maintain the worker while he is
being employed and to take care of him afterwards. The
extent of this share depends on what could be bargained
out or worked out through government. We did think he
has responsibilities. We said it is one of the first charges
that should be considered.

- QUESTION:

Then does the funding of past service liabilities have a
direct relation to depreciation of the equipment?

--MR. CARROLL R. DAUGHERTY :

These fellows have been working for 30 years, so it is
difficult for any employer, of course, to descend on the
employee and say you are not teking care of his depre-
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ciation up to this point. That does raise quite a problem,
just as if the employer had not put aside depreciation
reserves for his nonhuman machines, and now all of the
sudden he had to take out of his current revenue enough
to take care of their replacement.

~— QUESTION:

Professor Daugherty, when you talk about the privale
schemes of benefits — whether sick benefits, or pensions, or
things like that — do you mean these private schemes
should be jointly administered by union and management
or only management? Which one do you prefer?

— MR. CARROLL R. DAUGHERTY :

That’s the first time the question of administration has
come up. Unions, of course, believe in joint administration
and the employer (in the non-contributory plan which we
are now talking about) says: “If 1 make any contribution,
I'll administer it.” 1 don’t think it’s a very significant
point. The reason I think it’s not terribly important is that
if the principles are worked out through collective har-
gaining, it almost follows that it has to be administered
in accordance to those principles. But I don’t see why the
union shouldn’t be on a joint hoard. If the thing is worked
iointly, if there is a study being made, why should not the
union be on a joint board.

— QUESTION :

Where there is a tripartite government plan, should
the administration be left to the administrative branch of
the government, in your opinion?

-~ MR. CARROLL R. DAUGHERTY :

Well, 1 think so, but I certainly think that there should
be an advisory council made up of employers and union
people.

— QUESTION:

Professor Daugherty, I wonder if you would mind answer-
ing this question which, probably, is not too much to the
point. I was wondering whether, under private pension
plans, the problems of discharge would be affected greatly?
In other words, do you feel that through bargaining press-
ure or through the influence by a particular social trend,
that a larger number of inefficient workers will be kept
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at work? What do you think will be the over-all effect of
private pensions on separation of employees?

~— MR. CARROLL R. DAUGHERTY :

I should think that this will be an additional problem.
As you know, there already has been — for security reasons
—a union desire to put restrictions on discharges and
lay-offs, and so on. That’s to remove, of course, the union
member from discrimination by the employer and ¢o pro-
vide protection against arbitrary action of supervisors. And
if the worker has a sizeable pension accumulation, I think
this certainly would cause the union to review dischargees
even more closely.

— QUESTION:

Do you think it desirable that there should be tax exemp-
tions for contributions and similarly exemptions in terms
of receipt of pensions?

— MR. CARROLL R. DAUGHERTY :

Yes, 1 think there might well be some exemption of
such a fund. As a matter of fact, there are some trends
in that direction already in our tax system — you get larger
exemptions now if you are blind and that sort of thing.

- QUESTION :

Mr. Chairman, 1 would like to come back to Professor
George Taylor’s speech this morning. I'm a little bit nervous
ahout his statement about the duality of loyalty. “One man
can be loyal to his union and be loyal to his company at the
same time”. Would you mind elaborating on that? It seems
very idealistic.

— MR. GEORGE W. TAYLOR:

I think the dual lovalty concept is truly idealistic. On
the other hand, it is difficult to conceive of good collective
hargaining taking place if the union representatives know
that management is trying to drive a wedge between them
and the members of the union; I cannot conceive of good
bargaining taking place under these circumstances. Nor can
T conceive of good bargaining taking place if the union
paper comes out the day before a bargaining process, and
pictures the employer as a plutocrat, with his foot on the
neck of the worker. T would just think that those situations.
on both sides, make good collective bargaining difficult. If
we are going to have good faith bargaining, there has to
be a recognition that there are some areas about which a
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worker looks tq his union for guidance — looks to his
union for leadership — while there are some other areas
about which the worker looks to management for leader-
ship. This, many unions have been slow to realize. On the
second score, workers do look to management for conti-
nuity of employment, steady work and matters of that sort.
They know that such matters are dependent largely upou
employer policies and the employees are loyal to the com-
pany which provides adequately for this. Employees are
very proud to work for a company that meets its obligations
to employees. When the dual-loyalties are recognized —
when both union and management recognize them — it’s
amazing how many problems go out the window. Many
problems wash away when there is a conviction on the
part of the union officials that management is not under-
mining them. Such a recognition is essential to the con-
fidence between the bargainers themselves upon which a
good relationship depends. You might say: “Yes, but our
union has policies that make it pretty difficult to deal with.
Must employees’ loyalty to the union as respects such
policies be accepted? Shouldn’t management tell the em-
ployees that their union is irresponsible?” T'll say to you
that even though you don’t like the policies a union may
follow, you cannot drive a wedge between a union and its
members. 1 do not think myself that union leaders follow
the practice of shoving things down their members’ throats.
I don’t know how it is up in your country, but in my
country most union leaders have to cut down the demands
of the rank and file. The rank and file demand much more
than union leaders know is possible. They have to go out
then and cut down these demands. Some very heavy res-
ponsibilities are attached to union leadership in that regard.
I don't think our workers are puppets on a string that
can be manipulated at will. T think the union leader just be
responsive to them.

On the other hand, unions should realize too that they
cannot drive a wedge between management and the work-
ers, with respect to some of these other areas which are the
province of management. Union members want to be proud
of their union and also of the company they are working
for. Who wants to think that his place of business is a
sweat-shop with an anti-social fellow running it?

There is one peculiar aspect of labour relations. What
people tell you privately is frequently so different from
what is said around the conference table. The very union
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leader who publicly berates the employer for being a pluto-
crat may get along very nicely with him privately — they
may have a lot of respect for each other. Management has
come to have great respect for many leaders in the ranks
of labour but don’t like to say so publicly. Why do we have
to carry on this fiction of the necessity of a warfare for
the exclusive loyalty of the workers? I emphasized that.
this morning, because it seems to me that one of the
ingredients of getting along in the collective bargaining
venture is a more co-operative attitude on both sides. It
seems to me that that battle for exclusive loyalties is what
is impeding good collective bargaining in a lot of areas.

— QUESTION:

Well, suppose for example you are loyal to the union
and loyal to the company but the union is requesting —
for example, a guaranteed annual wage, which would cut
in the profits of the company. Well, then, of course, the
union does not want the company to go down, but still the
company does not want to lose the profits.

— MR. GEORGE W. TAYLOR:

What you are saying is that there may be important
differences with respect to the terms of employment. Of
course, there can be and will be. But T believe that if a
sound basis of confidence is established, on an acceptance
of mutual loyalty to unions and to the company. these
differences will resolve themselves around a conference
table. If union demands are too heavy, there is a real res-
ponsibility on the part of management to explain that the
demand — for a guaranteed annual wage, for example —
in a highly seasonal industry, is just unthinkable. If ma-
nagement felt strongly about this, it would say: well, we
will take a strike on that one. That would be one of the
issues that would have to be fought out. And if the union
felt that its objective was achievable and management
should give it, they would have the right to strike about it.
The strike would be the final arbitrament. But with a good
relationship between them based upon mutual understanding
the strike would not be likely — extreme demands would
probably be modified. I don’t mean to imply that dual-
lovalties constitute an identity of interests, because I don’t
think it does. When I espouse the concept of dual-loyalties.
it is suggested that the workers look to the union to work
~ertain matters out for them on a group basis, — thew
want certain protection against discharge, they want certain
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rights to participate in promotions; they look to the union
to do those things and are loyal to the union with respect
to those and other matters. I think they are loyal to the
company in expecting the company to provide steady
employment, a decent work-place and so forth.

— QUESTION :

You are supposing a lot on the part of employers and
employees. You are supposing they are ready for that?

— MR. GEORGE W. TAYLOR:

1 am expecting a great deal because collective bargaining
is a very exacting process. I agree further with you: it’s
idealistic. The sceptic says it won’t work. I believe collective
bargaining is idealistic and difficult, but that we can make it
work. It’s as idealistic and as practical as democracy. They
are both very challenging notions but there is no basis for
discouragement about the manner in which the processes
are developing. After all' we have had collective bargaining
in our countries but for a very few years. It’s essentially
a new kind of a system of industrial relations. In the United
States, for 150 years, we fought over whether or not there
should be collective bargaining, whether we should accept
the principle of group determination of the conditions of
employment. We didn’t resolve it really, in the United
States, until 1937, when the Supreme Court said that the
Wagner Act was constitutional. Organization of unions then
started. There was very little labour movement in the United
States in 1935. Sure we had the building trades unions and
railroad unions, but we had no large labour movement.
Beginning in 1935, there occurred the great organizational
drives, with all the tensions that go with them. And then
came the war and government determination of these pro-
cesses was interjected. So that, really, collective bargaining
is a very brand new thing, except for coal and building
trades and railroads. It’s a brand new social institution we
are dealing with. I am confident, however, that we are
making real progess in the development of responsibility on
the part of management and labour under collective hargain-
ing. T have great hopes that the process will be construc-
tively developed even farther, as I indicated this morning.
If it fails, however, then we will doubtless get government
determination of the conditions of employment and the
sanctions that go with it. That to me is the wrong approach.
I would prefer to bank on this process we call collective
bargaining — challenging though it is.



PART 111

Trends in Arbitration
and Conciliation

by
PROFESSOR JAMES C. CAMERON

14th March, 1950






IIN BRITAIN, in the United States, in Canada, and in

some other democratic countries, it is public policy
to recognize the right of employees to bargain collectively
with employers over wages, hours and other conditions of
employment. Public policy in both the United States and
Canada has, however, gone beyond mere recognition of
unions. It actually endorses collective bargaining and re-
Juires employers to bargain with organizations representing
their employees. This is very impottant. The adoption of
this policy and the exercise of the rights conferred by law
through trade-unions has made it evident, in both countries,
that labour disputes may seriously affect the public interest.
Consequently, efforts have been made, as the rights of
unions were extended, to encourage trade-unions to recog-
nize their responsibilities to the public and to employees
by using the strike only as a last resort. In both countries,
governments have established conciliation systems to assist
employers and unions in reaching agreements. The use of
arbitration in the settlement of disputes has also been en-
couraged.

In neither country, under ordinary circumstances, has
there been any requirement that disputants must take their
quarrels to conciliation or arbitration. However, the Tatf-
Hartley Act does make conciliation a necessary step before
a legal strike can be undertaken in some cases, and it does
impose some restrictions on the right to strike.

In Canada, the law establishing conciliation services has,
from the very beginning, required that a union submit a
dispute to conciliation before it calls a strike. Canada has,
in fact, gone much further than the United States in re-
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quiring the use of conciliation and arbitration, and in li-
miting the right to strike.

This paper deals with conciliation and arbitration of
industrial disputes in Canada. It is concerned with the way
in which conciliation and arbitration should work, how
they do work, and how they might be made much more
satisfactory processes for dealing with labour disputes.

Contraet — Negotiation Disputes

It will be convenient, for the purpose of this paper, if I
deal with labour disputes under iwo headings: first, dis-
putes over the negoliation of the contract; second, disputes
over the interpretation or alleged violation of the contract.

The essential difference between the two types is this:
when a contract is being negotiated, there is little or no
basis on which an outsider may determine the “right” wages
and the “right” working conditions; whereas, when there is
a dispute over the meaning of the contract, the terms of the
cortract itself should, theoretically at least, provide a third
party with a yard-stick by which he can gauge the “right-
ness” or “wrongness” of the actions of the disputants,

Let us look at contract-negotiation disputes for a little;
later, 1 shall devote some time to disputes over the inter-
pretation of the contract.

Contract-negotiation disputes, as I said a moment ago,
cannot be settled by reference to any well-established or
generally accepted principles. What is the “right” wage?
What are the “right” hours? What are the “right” working
conditions? What is the “right” form of union security?
You see, one has only to ask such questions as these to
indicate the difficulties involved. Employer and union must
hammer out the answers themselves, or they can continue
to argue over the questions indefinitely, or they can agree
to disagree over the points at issue.

In Canada, it is public policy to encourage employers
and unions to work out the answers for themselves. It is
public policy to require the parties to bargain in good
faith and to make every reasonable effort to reach an
agreement. If they fail to do so, they are encouraged to
submit their problems to conciliation. Public policy regards
the conciliation procedure as the appropriate procedure
for the settlement of disputes of this kind — disputes which
cannot be settled by reference to any well-established or
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generally accepted principles. Of course, as you know, the
disputants are required by law to use a mediation proce-
dure before resorting to either a strike or a lock-out. Now,
I’'m talking generally. There are some variations in detail
in the provincial legislation, which I don’t intend to discuss.

The aim of the conciliator is to get the disputants to
arrive at a mutually satisfactory agreement, i-e. a voluntary
agreement on matters which cannot be settled by reference
to any generally-accepted principles. In practice, the conci-
liator usually clarifies the issues; he may suggest (diplo-
matically of course) what appear to him to be reasonable
settlements; he may try to persuade the parties to modify
their views; he may suggest face-saving devices — one
of the most important functions, I think, of a conciliator;
he may flatter, cajole, encourage, and even press the
parties in an effort to find solutions that are acceptable
to both parties. Throughout the proceedings, the conciliator
must keep his main objective in mind. His job is not merely
to split differences. Some conciliators may think that that is
the job. I must disagree with them. I'm sure there is no
one in this audience who does conciliation work who thinks
that his job is to split differences. The mid-point is not
necessarily the “right” point of settlement.

The most important contraci-negotiation disputes that
develop between labour and management come from con-
flicting interests. The disputes are, by their very nature,
not arbitrable. They cannot be settled promptly by reference
to any “right answer”. In this particular field, conciliation
is of primary importance. It provides the best methods so
far developed to reach settlements.

Quite a number of the Provincial Statutes now in effect
in Canada follow a pattern set by the federal Industrial
Disputes Investigation Act of 1907. This statute’s successor
is the Industrial Relations and Disputes Investigation Act —
most of you know it. This Act stipulates that disputes over
the negotiation of a contract must go to conciliation. Strikes
and lock-outs are illegal until such disputes have been
submitted to conciliation. The statute also provides for
compulsory arbitration of disputes over the interpretation
of an agreement.

Briefly, the Federal Act deals with contract-negotiation
disputes, in this way. When the parties encounter diffi-
culties in reaching an agreement, they may ask the Minister
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of Labour for the assistance of a Conciliation Officer. If the
Officer fails to bring about an agreement, the parties may
ask for a three-man Conciliation Board. The Board conti-
nues the work started by the Conciliation Officer. It reports
its activities to the Minister at the conclusion of its hearings,
and, if it fails to settle the dispute, it presents its recom-
mendations for a settlement. Neither party is bound to
accept the Board’s recommendations.

Although the recommendations are not formally binding,
they may not be set aside lightly. The report of a board
ts published and is available to the public. If the Board’s
recommendations appear to the public to be fair — of cour-
se, the public is seldom in a position to judge, but it does
judge — if the Board’s recommendations appear to the
public to be fair, the disputants run the risk of losing
public sympathy if they ignore them completely. Thus, in
practice, the parties appearing before a Conciliation Board
are under some informal pressure to accept the Board’s
findings.

The statutes of the provinces follow the same general
vattern of the Federal Act. There are minor differences
which I do not propose to discuss here.

In Canada, then, Conciliation services are used by the
parties when they reach an impasse when negotiating a
contract. When the conciliation machinery is used, there
is an underlying assumption that the parties have negotiated
in good faith and have made every effort — every reason-
able effort —to reach an agreement. That is one sentence
that I do want to repeat. Theoretically, at least, and cer-
tainly ideally, when the conciliation machinery is to be
ased, there is an underlying assumption that the parties
have negotiated in good faith and have made every reason-
able effort to reach an agreement, that is, there is an
underlying assumption that each party has made its best
efforts or its best offers and that, in spite of this, certain
questions remain unsettled. There is the further assumption
that each party is going to conciliation with the intention
of trying to find a mutually satisfactory settlement of the
point at issue. There is an assumption that each party.,
when it seeks conciliation, is going there with the intention
to earnestly seek for a settlement that will be mutually
satisfactory.

Now, gentlemen, some of you are laughing up your
sleeves; you are saying: Cameron is an idealist, he is not
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very practical. This will give you a great deal of comfort!
The use of conciliation does not always conform to the ideal
which T have just described. When an employer and an
union begin to bargain, it is often — let me protect myself
— it is sometimes quite clear that they will not reach an
agreement. Indeed, it is sometimes considered to be good
tactics for the bargainers to press their cases until an
impasse develops. Then, they will carry the dispute through
all the stages of conciliation, wait for the report of the
Board and then settle. It is considered bad tactics to make
one’s best offer early in the negotiations. Something must
he saved to concede to the Conciliation Officer, something
must be held back for the Conciliation Board. One labour
man put it this way: “We go to the Conciliation Board in
the hope that we may embarrass the other fellow in con-
ceding a little more”.

Employers, who are not quite as slow as some people
think, are aware of this situation, so they govern them-
selves accordingly. They hope that the Board will regard
the union’s demands as excessive. They also hold back their
best offers for fear that a Conciliation Board may deal
with the matter and recommend that they give something
uore.

There are several criticisms of the conciliation system
in Canada as it stands today. I shall deal only with the
most important criticisms. First of all, a Conciliation Officer
is often in a weak position. In practice, he is often regarded
by both parties as an unnecessary nuisance — however, they
use much stronger language than that. Why should the
disputants talk to a Conciliation Officer when a Board is
likely to handle the case later? Is it not better, some people
argue, to withold all compromises until the Board sits?
But, gentlemen, the Conciliation Officer is a necessary
instrument in settling the types of disputes which we are
just discussing. There are advantages in dealing with a
single Conciliation Officer rather than with a Board. The
Conciliation Officer can get down to business more quickly.
He can dispense with formalities. He can keep the dispute
a private matter. The fact that about 80% of the cases that
are conciliated in Ontario are settled by a Conciliation
Ufficer is evidence of their effectiveness.

A second criticism is that the recommendations of
Boards are often, in practice, as binding on the parties as
the rulings of an Arbitration Board. Public opinion exerts
strong pressures. It seems desirable, therefore, to modify
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the procedures of Conciliation Boards and to make them
what they are intended to be: conciliators, not arbitrators.
This might be done in the following way: in cases where
a Board settles the dispute, it might make a public report,
as it does now. In those cases where Boards fail to bring
about an agreement, they might only report, for publication,
that they were unable to induce the parties to come to an
agreement. You see, what I’'m suggesting is that there
should be no recommendations which will compel the
parties to accept a Board’s report.

The third criticism of our conciliation system is that
Boards are not impartial. Both employers and unions, at
times, adopt this stand. There is, of course, some basis
for this criticism. It is probably true that, in many instan-
ces, both employers and unions brief their nominees and
make definite suggestions regarding the positions which
they expect them to take. Indeed, in many cases, there is
a foregoing conclusion that a man will be appointed only
if he agrees to act as an advocate for the party which
rnominated him.

The Chairman, then, is the member to whom one must
look for impartiality. Is he impartial? I must be careful
here. Not always. No matter who is appointed Chairman,
there is a danger that his views will appear to be unfair to
one or both of the disputants. But notice this, gentlemen,
— I think that no one can challenge the statement — unions
want Chairmen who are biased; employers, on the other
hand, want Chairmen who are biased, provided that they
are biased in the proper direction.

If Conciliation Boards were instructed to confine their
activities to a search for a solution that was acceptable
to the parties, and if they were instructed to report merely
that they had or had not found a mutually acceptable solu-
tion, much of the difficulty would disappear. It would
matter little whether the members of the Board were biased
or unbiased.

Some critics go on to argue that a one-man Conciliation
Board is to be preferred to a three-man Board. I have great
doubts, however, about the willingness of unions and em-
ployers to place their fate in the hands of a Board on
which they have no representation. However, since the
Chairman, in practice, dominates the three-man Board, the
parties are, in effect, putting themselves in the hands of
one man anyway.
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In spite of the fact that there is some valid criticism
of the Canadian Conciliation system, the work of Conci-
liation Officers and Conciliation Boards is, on the whole,
quite satisfactory. The system used here is recognized in
the United States and in Great Britain as one of the most
effective and successful in existence.

Contract — Observance Disputes

Now, I pass on to a discussion of contract-observance
disputes. Disputes over the interpretation of the agreement
develop because collective labour agreements are what they
are. Agreements settle some things for a definite period of
ame — wages and hours, for example. But many other
matters are dealt with in the contract only in a general
way. For example, management is to direct the working
force, but management’s actions and decisions may be
ijuestioned by the union. Or, to take another case, an em-
ployee who is dissatisfied with anything pertaining to his
employment may take the case through the grievance pro-
cedure.

The Industrial Relations and Disputes Investigation Act
provides that disputes concerning the meaning and violation
of an agreement must be settled by arbitration.

Theoretically, arbitration is an appropriate method of
dealing with such disputes. Surely a competent third party
can study the terms of the agreement and pass judgment
on the issues involved. If this is so, then, why not turn
the settlement of the disputes over to a law court?

The answer to this question seems quite clear to me.
A law court is not the appropriate place in which to settle
labour disputes of this kind. The atmosphere of a court
is destructive of healthy employer-employee relations. There
was not any humor intended in that sentence, but those of
vou who have been in a law court know something of the
atmosphere; it is sometimes pretty smelly. A court’s for-
mality, its ponderous red tape and intricate rules, the
tension which it often generates between litigants, the long
delays that lawyers frequently arrange — all these things
make it an inappropriate tribunal for the settlement of la-
bour disputes. Moreover, courts have not commonly dealt
with labour disputes in the past. They have not developed
either principles or procedures which make them desirable
tribunals for handling labour problems. The present arran-
gements which we have for the arbitration of contract-
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observance disputes are, in a sense, experimental devices
set up to fill a gap in our judicial system.

There is another important consideration. Most collective
agreements contain many provisions that are stated loosely
and set out incompletely. That’s putting it mildly. Conse-
quently, an arbitrator find3 that the rules and principles
that are to govern his decision on a labour dispute are
much less precise than those to which a judge in the law
courts may refer. An arbitrator may find in practice, then,
that his first task is to shape rules and principles which
the parties to the agreement have only partially construct-
ed. Thus the arbitration of contract-negotiation disputes,
in its present state of development, involves much more
“law-making” than is to be found in the ordinary courts of
law where precedents are more firmly established. This fact
makes the arbitration of labour disputes a task for a
specially qualified arbitrator familiar with the ways of both
management and labour, and able to interpret their con-
tracts in a way acceptable to them both.

Arbitration Boards in Canada are set up much like Con-
ciliation Boards, with a nominee of each party and a neutral
Chairman. Tripartite Boards are undoubtedly favoured for
the same reason that tripartite Conciliation Boards are con-
cidered the most desirable — each of the parties has more
confidence in a Board on which it has a representative than
in any other sort. The three-man Board, though the most
common, is not the only sort of Arbitration Board. Some
agreements provide for a five-man board, some provide for
a single arbitrator.

There has been some little concern, especially among
employers, about the powers which should be conferred on
an Arbitration Board. This concern comes from the fact
that employers realize that the whole process of grievance
procedure and arbitration has encroached on their prerog-
atives. But arbitrators too should be anxious to have their
jurisdictions defined.

In spite of the care which may be taken in defining
an arbitrator’s jurisdiction, it will ordinarily be difficult
for either party to prevent the other from taking any matter
which has gone through the grievance procedure to arbi-
tration. And neither party can properly constitute itself
an authority competent to classify disputes as arbitrable
or not arbitrable. The party that contends that the matter
is not arbitrable can so argue before the arbitrator. If it



can make its case good, the arbitrator should declare the
matter beyond his jurisdiction and decline to make an

award.

The powers of an arbitrator may be left somewhat inde-
finite through the failure of the parties to state the parti-
cular matters in dispute clearly and to outline clearly the
questions on which they expect the arbitrator to rule.

Moreover, an arbitrator’s power to interpret the clauses
of an agreement gives him considerable latitude. In cases
where clauses are loosely worded, obscure, or ambiguous,
the arhitrator may attach a meaning to a clause which
neither of the parties contemplated, a meaning which may
alter the terms of the contract significantly. Yet both parties
are required to accept his interpretation. This fact should
he sufficient to illustrate the desirability of writing a con-
tract that is clear and precise. A careful drafting of the
whole agreement provides a most important definition of
the powers of an arbitrator.

When management and the union take a dispute to arbi-
tration, they usually want a clear-cut and definite answer
to the issue. However, it must he recognized that there are
some questions that are so involved that a positive answer
ane way or the other is impossible, if not wrong.

Most agreements that provide for arbitration are com-
pletely silent on the exact meaning of the term “Board’s
decision”. Is the Board’s decision the decision of a majority
of its members? Must the Chairman be one of that ma-
jority or may two members of a three-man board overrule
the Chairman? Is the Chairman’s decision the bhinding one,
regardless of the concurrence or non-concurrence of the
roembers? Is a minority report permissible? As far as I
am concerned, it isn’t.

There are precedents for majority and minority decisions
in our higher courts of law. It is extremely doubtful, how-
ever, if this practice should be followed in the arbitration
of labour disputes. The usual Arbitration Board is quite
unlike a group of higher court judges. It is composed
of a representative of labour, a representative of manage-
ment and a Chairman who is presumably an impartial
man on the Board. Surely then, it is a bit ridiculous
to have the decision of such a Board underwritten by one
of the partisans and roundly condemned by the other. Even
more serious, the criticisms of the dissenting member of
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the Arbitration Board may lead one party ta the conviction
that the Board has not dealt with the question justly. Tt
seems desirable, therefore, to abolish minority report.

Some people maintain that an arbitrator is. under no
obligation to give reasons for his decision. However, the
parties involved in a dispute are often as much concerned
about the reasons for a decision as about the decision itself.
Thus an award is ordinarily more acceptable to those con-
cerned if the arbitrator’s explanation of the way in which
he came to his decision is given clearly in his report.

According to the Federal and Provincial statutes, the
award of an arbitrator dealing with a contract-observance
dispute must be accepted by both parties as final and
binding. Is there, then, no appeal from the decisions of an
Arbitration Board? Yes, I think there is. There appear
to be three grounds on which a law court will deal with
an appeal and upset an arbitrator’s award: 1) If fraud
can be proved; 2) if the arbiirator fails to give the parties
a fair hearing; 3) if the arbitrator makes an award outside
his terms of reference. However, — this is the part T want
to underline — there seems to be no sound basis for an
appeal against an arbitrator’s award simply on the ground
that an arbitrator showed poor judgment or that he was
unfair. The parties to an agreement agree to take the ar-
bitrator’s award for better or for worse, so long as the
arhitration proceedings are conducted according to the
terms of the agreement,

One important advantage that arbitration should have
over court proceedings is the saving of time which it should
effect. Labour disputes are urgent matters. It is of the
utmost importance to terminate disputes quickly. A good
many agreements, therefore, specify a time limit within
which a Board must be set up. They frequently specify too,
a second limit within which the Board must hear the case
and submit its decision,

The QOutcome of Arbitration

The crucial question to ask about any process is: “Does
it work?” “Does Arbitration work in settling contract-
observance disputes?”

Labour-Management relations as we have them today.
dominated by collective bargaining, are so new in some
industries that it is difficult to make a fair appraisal of any
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factor. There are a few industries, however, where arbitra-
tion procedures have been in effect for a number of years.
There is a long history of arbitration in the railways, the
garment trades, and the printing trades. A large part of
Canadian industry, however, has not developed similar
permanent arbitration facilities. Most conclusions regarding
the effectiveness of arbitration must be drawn from partic-
ular situations. It would, therefore, be impossible to support
the view that arbitration is the way -— the only way—to
settle labour disputes, even contract-observance disputes in
Canada. Experience is too limited to warrant any such
sweeping conclusion. However, there is a strong presump-
tion that arbitration is a very desirable procedure in the
settlement of contract-observance disputes, in that it can
effect settlements without loss to the employer, to the em-
ployees or to the general public.

There are certain characteristics of the arbitration pro-
cess that are worthy of note. The first is that an agreement
to arbitrate is a curtailment of management’s prerogatives.
It is an agreement to accept the decision of an outsider
who has no responsibility towards the business on questions
which were. in the past, decided by management. But arbi-
tration must not be condemned on that score. The whole
process of collective bargaining curtails management’s pre-
rogatives. Arbitration is but a part of the larger process.
Therefore. it seems difficult to condemn arbitration for
depriving management of its rights without condemning
the whole process of collective bargaining on the same
score.

It is true that an arbitrator frequently deals with issues
that are not clearly set out in his terms of reference. It
is true that an arhitrator frequently deals with an agree-
ment which is crudely drafted. These are dangers which
nnions and managements must try to avoid. There is the
further danger that an arbitrator may rule unwisely. That
is another danger that both parties must face.

There is a further criticism. Unions are sometimes accu-
sed of using the arbitration process, not as a device to re-
solve a dispute over the agreement, but as a tool to conti-
nue the process of negotiation and to enlarge their rigths
under the contract. But the same misuse of arbitration is
open to management. Exploitation of what might be called
unfair advantages by either party is likely to destroy not
only the effectiveness of arbitration, but the whole collect-
ive bargaining relationship.
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Arbitration, like many other social institutions, seems
to be a sound and reasonable way to accomplish certain
desirable ends. The trouble with it, as with many other
institutions, develops when human beings are not prepared
to play the game according to the rules. Arbitration prac-
tices will become less and less open to criticism and ob-
jections as labour and management come to use them as
they are intended to be used. We have a long, long way
to go before we attain perfection.

— MR. ERIC G. TAYLOR:

Now, I would like to make this comment in the interest
of keeping the discussion on the beam, if I may, because
of a genuine confusion in the use of terms, which is bound
to exist in this room. We, in the province of Quebec, refer
to a function as a council of arbitration which is a function
performed in the pursuit of the conciliation of a dispute
as well as the arbitration of a dispute. I think we would
be well advised if we make our comments in the light of
contract-negotiation disputes — disputes arising out of the
negotiation of a new contract or of the amendment or
modification of one clause of the contract. The general
reference which has been made by the speaker has heen
conciliation respecting the former and arbitration with
respect to the latter. In other words, when we are trying to
agree on what is going into the agreement, we might get
involved in a conciliation process. Once the agreement has
been executed, we get involved in arbitration. It’s quite true
that in the province of Quebec we have both situations in
ooth instances.

— MR. ERIC G. TAYLOR:

As it was suggested before we adjourned, when posing
the questions we are going to attempt to draw a distinction
hetween conciliation and arbitration. A point or two which
I underscored while Professor Cameron was speaking both-
ered me a little. I have no intention of making any comments
on them, but they might serve to stimulate some discus-
sion. In so many agreements, with respect to arbitration, the
arbitrator has a great deal of trouble satisfying both parties
or satisfying either party because of the poor draftsman-
ship — the poor clauses — " which present problems of in-
terpretation and apparently give rise, in the practical ob-
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servance of the contract, to alleged violation. Another re-
:nark, which I felt was worthy of some discussion was the
fact that decisions of arbitrators could be challenged if
one of three things occurred: one ,if there was evidence of
fraud; two, if there was evidence that a fair hearing had
not been given; and third, if the arbitrator made a decision
outside his terms of reference. Another point which I felt
might serve to stimulate discussion was the suggestion that
ane of the criticisms of the conciliation process was that a
three-man board was often, in the final analysis, a one-man
hoard and there may be some justification for a one-man
conciliation board. If that is so, I think it poses the ques-
lion: what would be the difference between a one-man board
and the conciliation officer who precedes it? Now, obviou-
sly, you too have a number of questions. I am just throwing
those headings out. The success of this session depends
on you and the questions you pose, plus the contributions
you make. For Heaven's sake let’s not get to the point
where we send Jim Cameron away feeling that he has
satisfied everybody by answering all the questions. I hope
he'll have some questions to ask you. 1 hope you will
raake some contributions to the discussion rather than just
propose some knotty questions.

— QUESTION :

Mr. Chairman, the speaker indicated that he felt that the
Conciliation Officer should take the views of labour and
management and that his responsibility was solely to bring
about a reconciliation of views and find some way — per-
haps not necessarily a middle way —to get agreement. He
said that he felt that there were no accepted principles to-
which the conciliator could refer. It seems to me that with
terms of reference like that, conciliation should be on the
basis of experience rather than on recognizing what should
in principle be the area of management rights and the area
of labour rights. 1 wonder whether, if all conciliation is
done on that basis, we shouldn’t establish a pattern of
labour-management relations in industry based on expe-
rience rather than on “principles”.

— MR. ]J. C. CAMERON:

Society has decided that these are private matters which
the disputants have to hammer out for themselves. Society
has accepted the proposition that there are no generally-
accepted principles. Let me illustrate what I mean. In sett-
ing out its fair-wage legislation, the Dominion Government
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does not start out by laying down a formula — that certain
wages shall be paid and shall be considered “fair wages”.
But it does say: “Fair wages are the wages that are com-
monly accepted or commonly paid to competent tradesmen
in the district”. You see, there is a recognition by the Go-
vernment that there is no generally-accepted method of dis-
covering what is a “fair wage”. Even the government throws
it into the laps of the parties. The same thing takes place
in the contract-negotiation dispute. The Government, in
effect, says: “We are in no position to lay down a com-
mandment or a law, or an exact formula. It must be
worked out by the parties themselves. We think it desirable
that the parties should hammer out the answers.” That is
the situation in which the conciliator finds himself.

Now, suppose the conciliator comes in with the idea that
there are a set of principles to which he must adhere.
Hle may be imposing on hoth parties a set of principles
which are quite unacceptable to them. That is why T insist
that the best settlement is one which the parties can live
with. I know no one is going to be offended at what I have
to say next — I’'m taking that chance. Suppose a conciliator
comes in with a set of principles which his Minister — a
political Minister — has laid down for his guidance. These
principles might vary, from time to time, with changes in
the political complexion of the party in power. Would you
want that? I don’t think so. However, I'll leave the problem
—I'd like to hear some discussion about it. Perhaps some
of you have quite different views from mine.

— QUESTION:

But you are supposing political influence on the concilia-
tor. aren’t you?

~—~MR. ]. C. CAMERON:

I'm saying this: after all, while all Ministers of Labour
—— or most Ministers of Labour — would be very, very con-
scientious, there is a danger to which I’m not willing to
expose the Minister; that he may be tempted to direct the
conciliator to follow certain principles. That is certainly
never done in the province of Quebec and never in the pro-
vince of Ontario!

— QUESTION:

I will speak of the province of Ontario, Mr. Cameron,
and say the following: in my short experience as a Con-
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ciliation Officer and under the guidance of various Mi-
nisters of various political thinking, T have never been
instructed as to what 1 should do with respect to concilia-
tion in a given situation. All our Conciliation Officers are
free to work as they see fit to do.

-~ MR. ]. C. CAMERON:

Well, then the next question I want to ask you is this:
have you a set of principles by which you establish the
clauses that should go in the agreement?

— QUESTION :

There cannot be any set of principles under which Con-
ciliation Officers could work. There are no two situations
alike, no two agreements alike. There are very few situa-
tions in which a Conciliation Officer can say: “I did this
yesterday in a given situation; I'll endeavour to do the same
thing today in another situation.”

-~MR. J. C. CAMERON:

Would you accept then, the important principle which
[ have laid down: the Conciliation Officer’s job is to find
the clause under which the parties themselves agree they
can live and work.

— QUESTION:

Well, not quite. I'll say this: the Conciliation Officer’s
purpose is to endeavour to bring about agreement between
the parties. There are given situations in which agreement
is brought about to meet an emergent situation or some-
thing that must be done in order to save a situation. So-
metimes, agreements are brought about that, perhaps.
one of the parties feel they cannot live with. But the prin-
ciple is to bring about agreement as satisfactory to both
of the parties as possible.

- QUESTION :

Mr. Chairman, I should like to ask Professor Cameron
what his preference is between a one-man arbitration board
and a three-man board?

—MR. ]. C. CAMERON:

I have no preference. The thing that is most acceptable
to me is what the parties themselves think is best. But I do
see some difficulty, in the manufacturing industries, in
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Zetting either local unions or managements to agree to the
kind of board on which they do not have some represen-
tation. That’s the very practical side of it. 1deally, I think
that you can seitle the matter by a one-man board. But if
that is not acceptable to the parties, I say: “let them take
their choice”. After all, you are not trying to impose some-
thing on them, you are trying to discover the thing that
will work best in a given situation. In an automobile plant,
a single arbitrator, who has had a long experience, might be
very acceptable to hoth parties. That’s the best thing for
them. But in another situation, where there is hesitation
about accepting a single artitrator, I should hate to press
him on the parties.

— QUESTION:

Does not that come from the physical setting of the part-
ies involved? For example, in an automobile plant, where
there are 5 or 6 thousand workers involved, all are em-
ployed in the same location. There is a greater degree of
intimacy, a better knowledge of the work. Probably that
would be a situation best arbitrated by one individual.

I speak now of arbitration on the railways where we
have had what we call “boards of adjustments”. One of
these boards has, I think, convened once in the last seven
years, not to deal with a dispute but to deal with the
finances of the board! In this particular case, the board
is composed of eight persons-—mnot one or three, but
eight — and requires a majority decision. When the parties
are unable to reach a majority decision, an outsider is
called in, T think in the whole history of the Board of
Adjustments No. 2, an outsider was called in about three
times. On one occasion, there were about 6 or 7 cases
on hoth sides. The parties were so sickened by the de-
cision that he rendered that they decided they’d better not
have any outsider at all. The point to note is the physical
problem. The railway covers a very large number of classes
of people. One board, for example, has to deal with ahout
55 occupational classifications. Is it essential to give re-
presentation? It’s the confidence that these people have in
theiv representatives on the board that spells success. Is
that not the psychological factor that makes it so import-
ant that we give this representation?

—MR. J. C. CAMERON:

Yes, T certainly agree. When people ask me: “Is this a
good clause”, T throw the question back to them. “You
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have lived with it for two or three years, how does it

work? Are vou satisfied with it? If you are, yes it’s a
y ) ¥

good clause”. That’s the real test.

—— QUESTION:

Mr. Cameron, in dealing with interpretation disputes,
you stated that the minority report was a vicious thing;
later on, you made the comment that a minority report
should be abolished, T wonder if you would give us your
reasons for making such a comment.

—MR. J. C. CAMERON:
Let’s be specific. Are you talking about arbitration?

-~ QUESTION :
Arbitration, yes.

-~ MR. J. C. CAMERON:

In arbitration, you see, you have a decision which is final
and binding. Where you allow a minority report, some-
one agrees with the Chairman, — he underwrites the Chair-
man’s report. The Chairman and, perhaps, the union
member make a certain award. Then the person who
writes the minority report for the company roundly con-
demns the award. And the company feels that there was
something unfair about the decision. That’s undesirable,
I think. I think it would be far more desirable to have
a single report and then, it seems to me, you are under-
lining the fact that the award is binding on both parties.
The parties have to live with it, unless there is a fraud
or so on, — the three cases that I gave you. Why disturb
the whole situation by having someone suggest that the
other two fellows were crazy, that they were unfair and
so on? I don’t think it is helpful. I'd rather omit the
minority report, because it’s not helpful at all, in my view.

— QUESTION:

Do you feel the same way about minority reports in the
case of a conciliation board?

~—MR. ]. C. CAMERON:

Yes. I'm very clear on that. I would suggest that a con-
ciliation board should be a real conciliation board by
attempting to bring about a settlement. And if it fails to
bring about a settlement, just report that and nothing more.
The fact that it fails to bring a settlement and makes a
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recommendation brings strong public pressure on one party
or both parties to accept the board’s recommendation. I
don’t think that’s what it is intended to do. My view flows
out of what I said originally: the board is trying to work
out something that is mutually acceptable. When it does
not accomplish that but makes a strong recommendation,
it’s saying something like this: “We were unable to work
out a mutually acceptable arrangement but we recom-
mend . ..” It’s something more than a recommendation;
it exerts public pressure on the parties to accept it. Am I
making myself clear?

— QUESTION:

You have covered the point of the board’s report, but
not the minority report.

-~ MR, J. C. CAMERON:

In that case, there would be no minority report in
conciliation,

— QUESTION ;
I understand that. You object to any report.

—-MR. J. C. CAMERON:

| object to any report when there is no settlement, be-
cause of the public pressure upon the parties. You see,
what I am trying to say is this, gentlemen: in contract-
negotiation disputes, you are throwing it into the laps of
the parties and giving them assistance. If that is your
objective, then you must not bring any formal or informal
pressure on them,

— QUESTION :

Well, then, the three-man board has merely repeated the
work of the conciliation officer.

— MR. J. C. CAMERON :
That’s right.

— QUESTION:

First, with respect to collective agreement being well
written, it has been my experience — and if there are any
. lawyers in this audience, will you please excuse me — that
many of the agreements which are written by lawyers are
not the best agreements or those that labour organizations
— for one, anyway — like. They are cumbersome, full of
legal terminology and many clauses do not express what
the people — that is, the union — originally meant. I have
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encountered considerable difficulties in the interpretation
of contracts which have been written by lawyers, What we
had finally agreed on in negotiations with the company was
one thing; but when it came to an arbitration board on
the interpretation of the contract, I felt that I was taken
for a ride. I think that if contracts were left entirely to
management and labour you would have better contracts.

The second point is this question of minority reports. 1
want to disagree very strongly with you on that, Professor
Cameron. Perhaps my illustration is going to be an ex-
ception to the rule; however, if it is, you tell me so. 1
had the opportunity, some two months ago, of sitting on
an arbitration board representing the union in a manu-
facturing plant. The question of wages was discussed. The
Chairman, the company’s representative and I agreed that
the wages in the lower brackets were low. We then agreed
as to how much they should be increased — and for argu-
ment’s sake, let’s say 10 cents an hour. When it came to
the higher brackets, the Chairman and the company’s re-
presentative argued that if these higher brackets were in-
creased 10 cents an hour, they would be excessive. It
should be remembered that this particular plant had a
job evaluation plan. The relationship between one job and
another was definitely established by industrial engineers.
The relationship between one job and another was not
before the board. Both the union and the company agreed
it was a fair and reasonable relationship. But the Chair-
man and the company representative ruled that there should
be — I use arbitrary figures— ten cents an hour increase
for the lower brackets and 5 cents an hour increase for
the higher brackets. 1 argued the contrary. I argued that
would indirectly disturb the job evaluation plan in the
plant. My position was that the company had spent much
money on establishing the relationship between one job
and another. And if it is fair to give 10 cents an hour
increase to the lower brackets, in order to keep the job
evaluation the board must, out of necessity, give 10 cents
an hour increase all the way up the line. Well, I was
unable to convince the board. The decision came out and
[ wrote my minority report. And what do you think hap-
pened? The company accepted my report. By accepting
the majority report, the company would have got in a
great deal of trouble. They would have had to disturb their
whole job evaluation plan. Now, this may be an ex
ception to the rule, Professor Cameron, but I say it does
not do any harm to have minority reports.
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— MR. J. C. CAMERON:

Notice what I said. It was really conciliation, wasn’t it?

~ QUESTION :
That’s right.

-—MR. J. C. CAMERON:

All right, then. If you followed my speech closely, you
noticed that in circumstances like that there would have
been no repert at all, since the board had failed to reach
agreement. There would have been no majority report to
deal with.

—~ QUESTION::

Then, if there is no report, what is the solution?

~—MR. J. C. CAMERON:

The solution is still left to the parties themselves — a
strike or a lockout may take place. I am objecting to the
informal pressure that’s exerted by the majority or the
minority report. And you support my view I think.

- QUESTION:

I wonder if you have any knowledge of the number of
unanimous reports that come out of a conciliation board,
and what percentage of unanimous reports are accepted by
the parties that go to conciliation?

—MR. J. C. CAMERON:

The professional could tell you. — I'll just answer the last
part of the question and say that in my opinion 90% or
more of unanimous reports are accepted by the parties.

— QUESTION :

I should like to come back to this matter of minority
reports. It seems to me that during the conciliation stage,
about the only useful reports in the form of a recommend-
ation is one which is unanimous. But if you come to arbit-
ration, I cannot see why there is not some considerable
value in a minority decision. In the courts — some courts,
at any rate — minority decisions are permissible and I
think we would be much poorer if we had never had the
benefits of — say — the minority decisions of Mr. Justice
Cardoso or Mr. Justice Holmes of the United States Su-
preme Court. Their views— as minority spokesmen at
the time — became quite frequently the decision of the
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court in later cases, or, at least, they influenced the court.
And I think you have the same tendency in arbitration
matiers. There can be such a thing as a bad decision by .a
board of arbitration. I don’t use the word “bad” in a sense
of being disappointing to the parties at the time, because
all decisions are disappointing to the losing party. Several
months afterward, they may look it over and decide that
it wasn’t so bad, after all. But if it is a “bad” decision
in the sense that the more you look at it and the longer
vou study it, the more you realize it shouldn’t have been
made — and sometimes the party who made it come to
that; if it is a “bad” decision in this sense, there is some
value, I think, in having on the record the minority view
which may have been the right view, because all arbitra.
tion of collective agreement disputes is intended not only
lo settle an immediate grievance, but to be a guide to
the parties in the negotiation of the next contract. If
vou are really bargaining collectively and you have a
dispute over the contract which you have today and, in
good faith, you go to arbitration and if the arbitrators,
in good faith, tell you what they think the contract means,
even if they disagree, then, when you come to re-negotiate
that contract and try to correct it and make it a more
workable instrument, you can sometimes get a great deal
of help out of the minority decision of that board of
arbitration. Now, I would say this, however; that type of
minority decision which we see so frequently, which cons-
ists merely of stating the other point of view, without any
reasoning, is of no value. Nor is there any value in that
type of minority decision in which they merely take ad-
vantage of the forum to abuse the two parties who reach
the majority. There is no value in that sort of thing. But
if, as a minority member of a board, you have something
constructive to offer, even if it’s only putting down the
alternative interpretation which you think should have
been adopted, you have thereby built up a record which
will help the parties in further negotiations, and I think
it's of great value. I think the experience Mr.... had —
even though it was not a board of arbitration — is likely
to he repeated many times. Sometimes, you know, the
arbitration decision, although it is final and binding by
contract, is a little difficult to get into actual operation.
In one case I know, I don’t think it ever will get into
actual operation because the decision was so misconceived,
so badly done, it’s almost an impossibility to put it in
effect. Now these parties probably will settle that dispute
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sometimes by re-writing the contract in the light of the
minority decision.

~—MR. J. C. CAMERON:

I agree with you absolutely, Mr.... A minority report
can be constructive and can be a very useful instrument. My
objection, however, is to the majority of minority reports
which merely, as you say, abuse the other parties who give
the majority report. At this stage, I am not convinced that
the majority of minority reports are doing anything con-
structive. Now, I will make an exception — the case in
which you represented one party and gave something con-
structive. .

~— QUESTION :

Professor Cameron, I believe that Mr....’s first question
was left unanswered: the question of keeping lawyers out
of the writing of agreements or contracts. I may be very
asive, but my short experience has shown me that any
agreement clause proposed by the union, at any time, was
pondered quite heavily and lenghtly by more than one
lawyer. I repeat that I may be very naive, but I have the
feeling that any clause that we have proposed to the union
has probably also been weighed very carefully and lenght-
ty by counsel. I think the only solution as far as keeping
lawyers out of writing contract — which is their main
function in collective bargaining — would be to exterminate
and cremate them all.

— QUESTION:

You mentioned in your speech very interesting statistics:
that 80% of the contract negotiation disputes in Ontario
were settled by conciliation. Do you mean conciliation be-

fore arbitration?
— MR. ]. C. CAMERON:
No, conciliation by a single conciliator.
~— QUESTION:
There was no farther reference to arbitration?
—MR. J. C. CAMERON:
No farther reference to a formal board.

— QUESTION:

I was wondering then if the conciliation officers from the
province of Quebec who are present could give us a picture
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of how far contract negotiation disputes are settled in
this province at conciliation without further reference to
arbitration.

-—— MR. ERIC G. TAYLOR:

Before that question is answered, may I, for the benefit
of you outlanders who don’t enjoy the privilege of living
in the Province of Quebec, just make this observation.
We have a procedure which is common in both provinces:
when the parties are unable to agree, the services of the
conciliation branch of the department of Labour — in both
provinces — is solicited, usually, I think by the union. If
that officer fails to win agreement, he recommends the
appointment, in Ontario, of a Conciliation Board, which is
a three-man board with a representative from the industry,
a representative from the union and a Chairman. If the
industry and union representatives fail to agree on a Chair-
man within prescribed time, the Minister of Labour ap-
points a Chairman and a Board of Conciliation is establish-
ed. That board makes a report to the Minister as it sees
fit. Now, in Quebec, we have practically the same procedure,
but we suffer a little bit by translation. After reference to
the conciliation officer who, if he fails to win agreement,
makes a recommendation that a board be appointed, we
have a Council of Arbitration appointed. Possibly the day
will come soon when we will call that a “Council of Con-
ciliation or Arbitration” or call it a “Council of Concilia-
tion and Arbitration” to wash out some of the confusion
which does exist in the minds of employers and unions
who operate in both provinces. But the procedure which
follows the services of a Conciliation Officer is the same
in each instance. In the Province of Quebec, the parties
may agree at the outset to be bound by the decision of
this Council of Arbitration and it becomes an arbitration
board arbitrating a contract-negotiation dispute, in the same
way that an arbitration board in Ontario would arbitrate
a contract-observance dispute. Does that help to clarify
some of this? In Ontario it is also possible for the parties
to agree in advance to be bound by the Board of Concilia-
tion’s recommendations. If you happen to have, Mr....,
any figures on the number of cases or the ratio of cases
which get settled at the Conciliation Officer stage in Quebec,
we should like to have them.

~— QUESTION :

1 am very sorry that the figures I could give are not
exact. We are doing now something which should have
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been done years ago; we are compiling statistics, but we
are only starting. The only thing I can say is that there
were approximately 1,200 collective agreements deposited
with the Labour Relations Board last year and there were
almost 400 cases which went to conciliation. Of these,
approximately 100 cases went from the Conciliation Officer
to the Board of Conciliation. Possibly in a year or two,
we will be glad to answer this question.

— MR. J. C. CAMERON:

May I, if it’s proper, Mr. Chairman, dispel the idea that
I am trying to side-step and avoid questions about the
help of lawyers. I still hold my statement that most agree-
ments are badly worded in part. I have no objection to
employing a lawyer — from the point of view of the
company or the point of view of the union — where a
lawyer can be helpful. And I think in a great many cases,
if the lawyer has the situation properly explained to
him, he can help the parties clarify some of the clauses
and avoid some difficulties in the future. But will the
lawyer always write a clause which is not subject to
disagreement in interpretation? The answer is “no!”. The
lawyer is human -— at least most lawyers I know are.

— QUESTION :

Mr. Chairman, 1 should like to ask Professor Cameron's
opinion on a subject that is quite alive with our labour
organizations and which would affect the arbitration-con-
ciliation procedure in this province. For about 15 or 20
years the Catholic Syndicates and the A.F. of L. have
been pressing the provincial government for the institution
of labour tribunals. Three or four years ago, the provinc-
ial government began to indicate that it was interested.
And for some reason — probably because we are contrary-
minded — we began to take a long look at it ourselves due
to the fact that the government seemed to be anxious to
put it into effect. We found that labour tribunals were not
as good as we thought. As a matter of fact, they would
probably put a noose around our necks and would certainly
kill free collective bargaining. We really began to look at
what we had asked for; and what we had in mind had two-
fold function. We had asked for courts of law which would
specialize in dealing with cases arising out of our labour
legislation; and we had been asking for labour tribunals
based on the “Conseil de Prud’hommes” in France which
would adjudicate on cases arising out of collective bargain-
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ing or questions that couldn’t be settled through collective
bargaining. But, as I say. looking it over, we began to
think that perhaps on the economic side we should not
have the tribunals. What we are presently studying and
thinking about is this: would it be practical to have labour
tribunals which would adjudicate on questions of law aris-
ing out of collective bargaining or on the interpretation
of clauses in a collective agreement, the tribunal’s decision
being final? You see what is happening now is that you
have a multitude of arbitration boards — what we call
“arbitration” and which you consider as conciliation boards
—_ which render decisions on questions of law. There is no
ossibility of establishing jurisprudence on questions of
an arising out of collective bargaining as we stand today.
Do you believe that it would be practical to have such
a court which would adjudicate on questions of law, in
cases arising out of collective bargaining or out of the
interpretation of clauses in a collective agreement?

—MR. ]. C. CAMERON:

At the present stage of collective bargaining, no. You
are not ready for it and the very fact that you have started
to backwater suggests that it should not be imposed. We
often fly to the legislators with the hope that they will be
able to write some words in an Act which will take care of
all our troubles. Is it not true that the more legislation we
get on the statute books, the more troubles we have?
Tsn't it true, very often, that we are expecting legislators
will be little gods who can solve all these things which we
ourselves fail to settle? And isn’t it true that there is a
certain percentage of people who help make the laws who
have much less knowledge of what we want, what we need
and what is good for us than we have ourselves?

— QUESTION :

Professor Cameron. I think you have said that, in your
opinion. a Board of Conciliation has one function to per-
form; that is, to endeavour to bring out agreement between
the parties and if. failing to do so. it should not report.
In the Province of Ontario this might mean that a strike or
a lock-out would take place automatically within a period
of seven days. I wonder if you, perhaps, were thinking of
what Professor Taylor said yesterday: in his opinion. if
hoth parties felt that was the last resort available to them,
they would endeavour to bring about agreement between
themselves with the help of the Board of Conciliation. Is
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it your thought that if a Board was unable to bring about
agreement and made no report, it would perhaps tend to
make the parties reach agreement before that Board? T just
want to get your thinking on that.

—MR. J. C. CAMERON:

I think probably it would. Here is a case before a
Board and the parties are waiting for a report. They are
waiting to see what the Board’s decision is and they say
in advance: “If it is a good decision, that is, if it’s favour-
able to us, we will accept it. If it’s a bad decision, we re-
serve the right to reject it”. But what I object to more,
is this informal public pressure to accept the suggestions
or recommendations of a Board which has no generally
accepted principles on which to base its recommendations.
If we had reached the stage where collective bargaining
had developed generally-accepted rules, then Boards might
be able to adopt some generally-accepted principles. But
at this stage we haven’t.

-— QUESTION:

[ see the point. It has been my experience, in the Prov-
ince of Ontario, that Boards’ report, whether majority,
minority or otherwise, unaccepted by hoth of the parties.
at least gave us a guide in further conciliation. The Con-
ciliation Service does not stop with the reference to a Board
of Conciliation. It continues after a Board’s report and in
many instances, reports not acceptable by both parties have
helped Conciliation Officers to bring about agreement
between parties.

—MR. J. C. CAMERON:

I'am very much disturbed about the effects of majority
reports and minority reports. If there is a unanimous re-
port, perhaps it is well to have the Board make its re-
commendations public. The real trouble comes when you
have a majority report and a minority report. It’s terribly
disturbing. I think I am enclined to modify my views and
accept what T think has been suggested. The Board’s re-
port would be very useful and T have no objection of
using a little bit of public pressure when you get a unanim-
ous report and the other fellow roundly condemning it and
leaving the situation up in the air.

— QUESTION:

Mr. Chairman, I find it rather difficult to accept what
was said earlier in the discussion. It was stated that it is
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you render any recommendation on a Board. It seems to
me that there is a danger here which was quite evident
in the discussion we had yesterday of the Steel Fact-Find-
ing Board. Tt was stated then that, in spite of their re-
luctance as economists, the Board recommended this
company-financed pension fund. It was convinced that there
was a better way to provide pensions; but it rendered
that decision to solve one particular problem. I think that
the danger here is that in solving one problem you might
create a thousand and one others. 1 should like to have
Mr. Cameron’s opinion.

— MR. ]. C. CAMERON:

I can only throw the problem back to you and ask you
this: will each one of you try to sit down and write the
principles that you would like Boards of Conciliation to be
guided by in writing their reports. All you would get is
this: the Board ought to try to decide what are fair wages.
what are fair hours, and what is a fair grievance procedure.
fair arbitration procedure, and so on. In other words, you
would merely be stating the problem, a problem which
society has decided to allow the parties themselves to work
out. If principles were generally accepted, we could write
them into the law. But they are not. What is a fair settle-
ment on union security? T don’t know. T don’t know what
principle you are going to give to a Board.

- QUESTION: ,

Mr. Chairman, d&’d like to go along with Professor
Cameron’s statement that it is practically impossible to lay
down principles that would guide a Board of Conciliation.
However, T do think that some thought should be given
hy the Ministeries of Labour to giving at least some
instructions to Boards of Conciliation. The reason I raise
that is there have been instances where the Chairman of the
Board implies that it is not the function of the Board to
conciliate. The procedure is this: “Let’s hear your re-
presentations, gentlemen. Thank you very much. Good
hye”. Now, that can be prevented if there is a better
understanding of the conciliation process.

T should also like to see it pointed out to the Board that
its proper function is not to write the agrement, but
merely to make its recommendations. No Board of Con-
ciliation can write an agreement that is acceptable to both
parties. Very often the parties might have to refuse to ac-
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cept the recommendation although they approve it. be-
cause of the wording of the clause as drafted by the Board.

— QUESTION:

Professor Cameron said that where Boards of Concilia-
tion were unable to conciliate, they should make no
report beyond the report of failure. He also said that so-
ciety has decided that these matters must be left to the
parties. With the latter statement, | agree; bhut with the
former, I do not. Society has also decided one other thing,
and I think we are enclined to overlook this: the public
has an interest in labour disputes. Those of us who are en-
zaged in the process of collective bargaining are, from
time to time, apt to overlook that. I think that when you say
that a Board of Conciliation should make no report if it
fails to get agreement, you are overlooking the interest
of the public in these proceedings.

—MR. ]. C. CAMERON:

If the Boards included representatives of consumers and
other groups in the community, then I would go along
with what you have said.

— QUESTION :

Mr. Chairman, my question concerns contract negotia-
tions. Professor Cameron spoke about the danger to true
collective bargaining due to having conciliation and arhit-
ration available. He also pointed out that the number of
arbitration boards is increasing. It seems to me that one
of the reasons why we are getting more and more arbitra-
tion boards is because awards are sometimes made re-
troactive to the termination of the agreement. There is no
incentive for the parties to come to agreement at negotia-
tions, because there is always the chance they can get a
little more by going to conciliation and arbitration. Ts
there any reason why awards by arbitration boards should
not he made effective at the time of the award?

—MR. J]. C. CAMERON:

In general, 'm opposed to retroactive awards; hut |
think it would be awfully dangerous to write it into the
law. To be reasonable about it, you must remember,
gentlemen, that sometimes it's the employer who hangs
off. It’s not always the union which fights for delay. Do
vou really want that sort of thing? The unions would
probably oppose it and the employers would probably gain
less than they think they would gain.
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— QUESTION:

Mr. Chairman, I don’t think we should let Professor
Cameron escape from us today before talking about Mr.
George Taylor’s statement, yesterday, in which he ex-
pressed considerable confidence and hope in the use of
voluntary arbitration for the settlement of contract-ne-
gotiation disputes. Have you any comments to make Mr.
Cameron?

— MR. J. C. CAMERON:

Oh! T have a great deal of hope in that. I have much
more hope in that than in anything imposed by the
government. You may — both sides may — by asking the
government to do these things, get into a position where
voluntary collective bargaining completely disappears.
Don’t run to the legislators. If you can work out a system
of voluntary arbitration, it will probably be far better
than anything that’s written in the statutes. But, remember
this: if you are unable to do it and you are unwilling even
to try, then the people who make the laws may be compelled
to force something on both of you which is quite un-
acceptable. So that’s why I'm so anxious that you en-
deavour to make these voluntary systems work. I am right
behind Mr. Taylor and support any system of voluntary
arbitration.

- QUESTION :

When we fail to negotiate a collective agreement, we
have to appear before a conciliation board. During the life
of an agreement, we have generally to appear before an
arbitration board to settle our differences. When, however,
we fail to negotiate a collective agreement, generally we
have not only the collective agreement itself to discuss.
hut also grievances — grievances, let us say. alleging dis-
missal on account of union activities. It seems to me thal
these grievances should be submitted to a proper tribunal
and this should be the Lahour Relations Board. T have
not in mind any regular court to discuss such grievances.
but T think that a conciliation board or an arbitration
hoard is not the proper board to discuss dismissals, for
instance. If we are to get good jurisprudence, it seems to
me that one tribunal, the Labour Relations Board of the
Province, should settle such grievances by acting as an
arbitration board. By this I mean that the decision of the
tribunal — the Labour Relations Board — should be hind-
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ing on the parties. You may have in your agreement the
proper procedure to settle your differences during the life
of the agreement. That’s O.K. But if there is no proper
procedure, and there may be some good reasons why you
have not the proper procedure in your agreement, then [
feel that a tribunal should settle the differences. 1 give an
example: assuming that T don’t like at all the Government
of the Province of Quebec — assuming that — then fear
that if I have a three-man arbitration board in my agree-
ment, the government will some day appoint as the Chair-
man its own man, who may, at the same time, be the man
that the company would have chosen. Under these circum-
stances 1 may have good reasons for not getting into the
agreement a proper procedure. So [ feel that you should
have a proper tribunal —not a regular court, but the
Labour Relations Board or a new board - which will
deal with differences concerning the interpretation or al-
leged violation of an agreement. Therefore besides the
conciliation process or arbitration process you would have
such boards. I should like to have your reaction to that.

—MR. J. C. CAMERON:

I have no objection to voluntary arbitration in such
cases, but I hate to hear you suggesting that the Labour
Relations Board might settle these questions. It has more
than it can do now. And besides, I doubt that the Labhour
Relations Board is properly constituted to deal with un-
settled grievances. In any case, whether it’s competent or
not, I would rather you choose other than governmental
machinery if you can possibly agree on it. You see, col-
lective bargaining — free collective bargaining without too
much state regulation — is the ideal thing. That being so,
then keep away from government boards. I'm not suggest-
g that they are incompetent. There may be times when
vou have to use them. But if we want to hang on to
certain rights that we regard as important in a free
society, you can’t throw aside your responsibility to work
out your own problems. To the extent that you do that.
free collective bargaining will disappear.
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1. INTRODUCTION

1. Definition of Terms

l N ORDER TO establish base points for this discussion we
begin with definitions of terms. What do we mean

hy industrial relations, by policy? Industrial relations may
be defined as:

...that complex of law and employer and union
principles, policies, plans, procedures and attitudes
arising out of the relationships of managements and
employees which largely determines whether or
not their enterprises will have the advantage of
spontaneous co-operative effort from all who serve
them and whether each will have a sense of ac-
complishment and satisfaction on his job.

This definition indicates that government, management
and labour share in shaping the concept of industrial re-
lations and translating it into action. The roles of the
participants are constantly changing and each must make
the necessary adaptations.

Policy is one link in a chain of ideas to which we
must give attention although the effort smacks of an
exercise in semantics. First we must be concerned with
principle which is a philosophy, doctrine or ideal based on
notions of what should be done because it is right. For
example, a management might accept as a principle that
employees shall not be summarily dismissed when they
become too old to do a satisfactory day’s work. Next it
has to be decided what should be done to implement the
principle. The management may then adopt a carefully
considered and settled course of general conduct. This is
policy which in this case may be a pension policy, express.
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ing intent that reasonable financial provision shall be made
for employee retirement.

The next logical step is to develop a plan. This is a
statement in detail of a course of conduct in a particular
area in furtherance of the policy of general conduct. Ac-
cordingly a pension plan is adopted which among other
provisions may state that all employees shall be pensioned
at age sixty-five. However the plan may not be consistently
followed. Some employees may be retained on attaining
age sixty-five. This is practice —the actual conduct as
against the prescribed conduct of the plan. But how is
the plan to be administered? This calls for procedure, a
prescribed series of steps to carry out the provisions of
the plan. Procedure is synonymous with standard practice
instructions. It might be procedure that on the first of
every month the personnel manager notifies each supervisor
those of his employees who have become eligible to
participate in the plan and sends him copies of the “Ap-
plication to Participate” to be returned within ten days.
Perhaps we should add Rule which is a prescribed course
of specific conduct or a prescribed condition, usually an
order to subordinates. It might be a rule that an em-
ployee could participate in the pension plan only after
attaining age thirty. To summarize, principle is a guide to
conduct; policy is a determined course of general conduct;
plon is a determined and detailed course of action in a
particular area; practice is what is actually done; procedure
is the steps by which the plan is carried out; and rule is
a prescribed course of specific conduct or a prescribed
condition.

2. Principle, the Basis of Policy

Following this attempt to clarify our terminology some
consideration of principle is necessary before we can dis-
cuss policy because policy is based on principle. Principle,
the long-run guide to management conduct, is the antithesis
of expediency which connotes hasty action thought to be
convenient or profitable in the immediate circumstances.
In determining its principles a management should make
sure that the whole range of functions is envisioned so as
to avoid inconsistency of policy and action. A mill owner
of a half century or more ago would probably observe
the principle — “Six days shalt thou labour and do all thy
work,” but during the work week he might, from the
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standpoint of expediency or profit, dismiss with no con-
sideration a long-service employee whose output was de-
clining. He might have no regard for another scriptural
principle — “If thy brother ... serve thee six years then
in the seventh year thou shalt let him go free from thee
and ... thou shalt not let him go empty.” (Deut. 15: 12-13)
There will be a great difference between the policies of two
concerns in one of which the executives start from the
premise that they are in the business for what they can
get out of it and the other group that believes the conduct
of the enterprise must commend itself to shareholders,
customers, employees and the community. In the one
company we may expect to find policies perhaps not
written but well understood in the management circle that
in so far as law and the financial fortunes of the business
permit, members of the higher echelons will have generous
bonuses, pension and stock acquisition privileges. In the
second any program will be adopted with eye to the proper
balancing of all interests and will be applied uniformly to
all employees.

Principle is in one sense a confession of {faith; in
another it is enlightened self-interest. In a democracy the
voters largely determine what is right for a considerable
range of human conduct and a management may decide
that in the long+term interests of the enterprise it will be
guided by principles that accord with the social climate. It
may not send aged, long-service employees away empty
for such good business reasons as reducing labor turnover
and training costs, and the promotion of employee and
community good will. The management may be aware that
the old doctrine of laissez-faire is steadily giving way to
a belief that in the direction and administration of a
business economics must be seasoned with humaneness.
The executives may deliberately adopt a principle because
they feel that favorable employee and community attitudes
will not be inculcated if management defers action on these
lines until it is forced upon them by public opinion, law
or union pressure. In short a principle may be accepted
because it pays.

We turn now to three lines of management policy mak-
ing — in co-operation with nonmanagement groups, with
other managements and policy making for the individual
enterprise.
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II. MANAGEMENT CO-OPERATION
WITH OTHER GROUPS IN POLICY MAKING

Management cannot live unto itself alone. All elements
of the population are affected in greater or lesser degree
by its decisions, Since sooner or later its policies must
conform to public opinion business executives should be in
constant touch with all informed elements in their com-
munities that influence public thinking and attitudes. They
should recognize that they do not have complete answers
to all problems of industrial relations. For example, think
of the implications and involvements of a matter so ap-
parently simple as the conduct of a Red Cross drive for
funds in a plant, in all work places of the community and
country, Think of the impact upon the commumity and
sometimes the nation and even other peoples of failure
of the parties to settle peaceably the terms of a contract.
Management, therefore, should reach out to churches, wel-
fare agencies, universities, the press, unions and govern-
mental agencies and seek agreement on broad lines of
policy for the field as a whole and particular sectors of it.
Such sharing of knowledge and viewpoints promotes un-
derstanding and trust, accord on the nature of the problem
and on general courses of action.

Government at times has sought to promote co-opera-
tion of employers, employees and other groups in formulat-
ing industrial relations principles and policy, as evidenced
by the National Industrial Conference of 1919 sponsored
by the Government of Canada. Participating in this
conference were representatives of the Dominion and prov-
incial governments, of municipalities, the federal civil
service, employers, employees, banking, agriculture and
veterans, The National Industrial Conference of 1919 and
the Labor-Management Conference of 1945 in the United
States were convened by the federal administration for
the same ends. It is noteworthy that failure to reach agree-
ment on such occasions may lead to legal compulsion. At
the conference of 1919 in Washington employers declined
to accept as a policy that employees should have the right
to be represented in collective bargaining by representatives
of their own choosing. In 1926 the Railway Labor Act
established that policy for railway employees and in 1935
the Wagner Act brought it into force for employees in
interstate commerce at large. At the Labor-Management
Conference of 1945 management accepted collective bar-
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gaining in principle without hesitation but the labor re-
presentatives refused to consider any provision designed
to assure the observance of agreements by both parties or
to prohibit unfair union practices unless the principle of
union security was first accepted. This time nemesis came
quickly in the Taft-Hartley Act of 1947. Those responsible
for shaping management policy, who believe that the best
government is one that governs least, will do well to co-
operate with other elements in the community in planning
their general direction in industrial relations if they wish
to retain that function. Management and other unions
should ponder a statement of the International Brotherhood
of Paper Makers:

Unless labor graciously assumes the full burden of the
responsibility that accompanies power, society may decide
there is no place in its makeup for labor organizations.
Ours and other unions may be superseded by administrative
agencies of government. (International Brotherhood of
Paper Makers, Labor Unrest and Dissatisfaction, Albany,
N.Y., 1944, P.16)

Fortunately there is increasing evidence of management
co-operation with other groups in reaching agreement on
principles and policy. An example as between industry and
fabor is the labor-management charter announced in 1945
by the presidents of the United States Chamber of Com-
merce, the American Federation of Labor and the Congress
of Industrial Organizations. It reads in part:

We in management and labor firmly believe that the end
of this war will bring the unfolding of a new era based
upon a vastly expanding economy and unlimited opportun-
ities for every American.

This peacetime goal can only be attained through the
united effort of all our people. Today we are united in
national defence. Tomorrow we must be united equally in
the national interest.

Management-labor unity, so effective in lifting war pro-
duction to unprecedented heights, must be continued in
the post-war period. To this end, we dedicate our joint
efforts for a practical partnership within the framework of
this code of principles:

1. Increased prosperity for all involves the highest
degree of production and employment at wages assuring a
steadily advancing standard of living. Improved productive
efficiency and technological advancement must, therefore, be
constantly encouraged.

2. The rights of private property and free choice of
action, under a system of private competitive capitalism,
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must continue to be the foundation of our nation’s peace-
ful and prosperous expanding economy. Free competitiou
and free men are the strength of our free society.

3. The inherent right and responsibility of manage-
ment to direct the operations of an enterprise shall be re-
cognized and preserved. So that enterprise may develop and
expand and earn a reasonable profit, management must be
free as well from unnecessary governmental interference or
burdensome restrictions.

4. The fundamental rights of labor to organize and
to engage in collective bargaining with management shall
be recognized and preserved, free from legislative enact-
ments which would interfere with or discourage these ob-
jectives. Through the acceptance of collective bargaining
agreements, differences between management and labor can
be disposed of between the parties through peaceful means,
thereby discouraging avoidable strife through strikes and
lockouts.

5. The independence and dignity of the individual
and the enjoyment of his democratic rights are inherent in
our free American society. Our purpose is to co-operate in
building an economic system for the nation which will
protect the individual against the hazards of unemployment,
old age and physical impairments beyond his control.

6. An expanding economy at home will be stimulated
by a vastly increased foreign trade. Arrangements must
therefore be perfected to afford the devastated or un-
developed nations reasonable assistance to encourage the
rebuilding and development of sound economic systems.
International trade cannot expand through subsidised com-
petition among the nations or diminishing markets, but
can be achieved only through expanding world markets
and the elimination of any arbitrary and unreasonable
practices.

7. An enduring peace must be secured. This calls
for the establishment of an international security organiz-
ation, with full participation by all the United Nations,
capable of preventing aggression and assuring lasting peace.

A recent example is a statement of principles and a
broad outline of a program entitled “Human Relations in
Modern Business,” by Robert Wood Johnson, chairman of
the board of Johnson and Johnson (Harvard Business Re-
view, September, 1949, p. 521). This remarkable document
derives from the work of a committee of business leaders,
industrial relations executives, labor officials, educators and
clergymen of all faiths. It merits wide reading.
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11I. MULTI-MANAGEMENT POLICY MAKING

Management as a whole, the total management of the
country, should seek to contribute to the formulation of a
body of national management policy, to the building of
common understanding among all managements and the
shaping of governmental policy affecting the employer-em-
ployee relationship. Working to this end are manufacturers’
associations, chambers of commerce and trade associations.
To the fore in the United States are the American Manage-
ment Association, the Society for Advancement of Ma-
nagement and the Committee on Economic Development.
Outstanding in Great Britain is the Institute of Manage-
ment. These organizations are giving increasing attention
to industrial relations. They seek to promote accord on
policy for the guidance of individual managements and in
varying degree to influence governmental thinking and
legislation. As regards the industrial relations function of
management, in particular Great Britain has the Institute
of Personal Management which has no counterpart in
Canada or the United States.

Management has the right and the duty to promote un-
derstanding and agreement in its own ranks and to in-
fluence government policy by concerted action but here as
a rule it has been singularly inept. Too often it has looked
back to the days when business was a law unto itself and
despite long hours, low wages, child labor, industrial ac-
cidents and diseases, unemployment and dependent old
age argued that unbridled capitalism unaccountable to
government or religion was the best possible system. It
resisted every effort to soften the asperities of capitalism.
Marxism held the mirror to its harshness and exploitations
bul employers would not accept the reflection as true in any
way. Now that owner-operators have been well nigh dis-
placed by professional managers, many of them, as well as
legislatures and unions, have shown that the system can
be made more humane and still prosper. Management is
just beginning to find constructive answers instead of al-
ways saying “no”.

One instance of the consequences of failure of manage-
ments to agree upon policy among themselves will illustrate
the point. When industrial pension plans began to be es-
tablished in the United States before the turn of the
century employee contributions were seldom required since
many employers wanted to be able to deprive employees
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of pension rights as a deterrent to strikes. In the first
thirty years of the 1900°s as the high cost of pensions
made managements apprehensive, employee contributions
became more general and at the outbreak of the late war
the great majority of plans were contributory. However,
during the war years when wage controls made it difficult
to attract and hold employees by increasing wage rates
many employers turned to pension plans as an inducement
knowing that with high profits much of the cost would be
met from moneys that otherwise would be paid in taxes.
In the seven years, 1940-1946, the Bureau of Internal
Revenue approved ten times as many pension plans as were
approved in all prior years and in the great majority the
employer paid all. In this short period a long-term trend
toward the contributory principle was reversed. When in the
last few years unions began their pension drive and de-
manded that employees should not contribute, employers
were shocked, although in defiance of history and in con-
tradiction of the requirement of employee contributions
under the Social Security Act they had themselves establish-
ed a noncontributory pattern. In the absence of policy they
resorted to expedient action and now are paying for it.
Suddenly some of the companies affected have become
supporters of the proposed legislation for higher Social
Security pensions to be provided by equal employer and
employee contributions. How much better they might have
fared if a decade or more ago multi-management policy-
making had led to agreement on the contributory principle
and a more liberal basic governmental plan on the same
principle!

Survival of the system of private, competitive capital-
ism largely depends on policy making of this kind. This
should be fully realized by those who hold that the function
of government is not to assume detailed direction but to
establish the general economic climate and to restrict itself
to broad planning of the future economic course in con-
sultation with those immediately responsible in the different
spheres of economic activity. There had better be some
central management organization with notions of industrial
relations policy to consult. Somehow management in its
own and the general interest will have to overcome its
political poverty and its speaking with many discordant
voices and for selfish ends in this vital field of human re-
lations in industry and make the larger contribution, of
which it is capable, to the moulding of multi-management
policy.
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IV. POLICY MAKING IN A COMPANY
1. Historical Background

Historically, policy has developed from rules. In the
days when management exercised almost unlimited author-
ity, rules, often designed to regulate the behavior of em-
ployees not only in the shop but during their own time,
were handed down. The following requirements appeared
in an employee handbook issued in 1857 by what is now
the department store of Carson, Pirie, Scott and Company
in Chicago:

Store must be open from 6:00 aim. to 9:00 p.m. the year
round.

Store must be swept and counters, bases, shelves and show
cases dusted.

Lamps trimmed, bins filled and chimneys cleaned; doors
and windows opened; a pail of water also a bucket of
coal, brought in before breakfast (if there is time to do
so) and attend to customers who call.

Each employee must pay not less than $5 a year to the
church and must attend Sunday School regularly.

Men employees are given one evening a week for courting
and two if they go to prayer meeting.

After fourteen hours of work in the store, the leisure time
should be spent mostly in reading.

As business units grew in size and were departmentalized
and department heads issued different rules it became neces-
sary to have a central source of rule making to avoid confus-
ion, discrimination and dissatisfaction. The function became
more important as legal requirements and agreements with
unions forced frequent revision of rules. Ultimately as
these pressures persisted and the industrial relations func-
tion became increasingly complex some companies tried to
cet ahead of the game by developing a body of principle
and policy as a basis for plans, procedures and rules. They
started from principle and policy rather than in the inverse
order from rules as in earlier days. A number of such
statements appeared in the twenties. There were few during
the great depression but since the late thirties company
policy-making has become much more general. The follow-
ing is a statement of labor policy issued by a large United
States corporation in 1921:

The labor policy of the————Company is based upon
certain well established principles which have been de-
veloped on the fundamental proposition of a “square deal”
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for all concerned — the employees, the management, the
stockholders and the public...

The outstanding features of this program as at present
established are as follows:

1. No discrimination by the Company or its employees
against any employee on account of membership or non-
membership in any church, society, fraternity or union.

2. Collective bargaining as to all matters of mutual in-
terest, made effective through the Industrial Representation
Plan.

3. Paying at least the prevailing scale of wages for
similar work in the community.

4. The eight-hour day, or its equivalent.

5. One day’s rest in seven, preferably on Sunday, or
the equivalent of such period.

6. Sanitary and up-to-date working conditions.

7. Just treatment assured each employee, with opportun-
ity for submission of all grievances for adjustment through
the Industrial Representation Plan.

8. Continuous effort to eliminate accidents through ef-
fective safeguards and active co-operation of employees and
committees, under expert supervision.

9. Payment of disability benefits in case of accidents
incurred while at work.

10. Health supervision by a competent medical staff.

11. Payment of sickness benefits after one year’s service.
12, Opportunity for special training to qualify employees
for better work, with standard system of keeping record
of service performed.

13. Promotion according to length of service and ability
demonstrated.

14. Partnership through stock ownership made easily pos-
sible for the thrifty employee after one year’s service, the
Company adding 50 per cent to the amount invested by the
employee.

15. Assurance of a generous annuity at the age of sixty-
five, guaranteed for life after twenty years of service, with
special consideration for those who become disabled before
that period.

16. Death benefits or insurance, providing $500 to $2,000,
for dependants of employees of one year or more of service.

Most of the features of this program are also in effect
throughout other parts of the organization, with some slight
modifications that have been agreed upon to adapt this
program to the special conditions in each field.

Such, in briefest possible form, is the well established
policy of this Company in the all-important matter of in-
dustrial relations.

It is not paternalistic, but mutual.
It is not temporary, but permanent.
It is not welfare, but good business.
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Policy making of this kind has continued and spread.
Today it will be found that as a rule in any group of repre-
sentatives of companies of large or middle size not less than
75 per cent of them have written industrial relations policy.

2. The Purposes of policy

Every employer has some kind of policy even if it be only
that we shall cross the bridges when we come to them. In
that case short run policies are adopted as the problems
arise. They develop haphazardly as unrelated and unco-
ordinated spot decisions are made from time to time. But
if they were brought together they would prove so inconsis-
tent as to provide no guide posts for a course of general
conduct. Confusion and conflict prevail among executives
and supervisors and each time a decision of any import has
to be made there is hesitation, deferment and wondering
as to what the boss wants done. If the boss is accessible he
will be plagued by a procession of persons seeking direction.
If he is not readily available a snap decision is made. Some
executives like to be kept thus busy. They think that is ma-
nagement.

Some years ago E. S. Cowdrick, the well-known industrial
relations consultant in New York, stated the purposes of
policy as follows: first, to clarify the thinking of mana-
gement; second, to secure uniform personnel practice and
to avoid capricious or conflicting decisions; third, to ins-
truct supervisors regarding the labor policies adopted by
the management; fourth, to inform employees of their pri-
vileges and of the company’s purposes in dealing with them:
fifth. to promote the handling of industrial relations by me-
thods that will bring favorable rather than unfavorable pu-
blicity.

The Associated Industries of Massachusetts has also is-
sued an interesting statement on the reasons for manage-
ment policy in industrial relations:

A company policy should be determined in contrast with
the fairly common experience of different executives and
supervisors in the same concern, each practicing different
and often conflicting policies. Managements change within
the same concern, the new differing in attitude from the old;
different executives having different attitudes rise to domi-
nance in the same concern in different situations. Individual
executives change their attitude under the impact of par-
ticular cases and supervisors sometimes lack faith that
the management’s expressed attitude can be depended upon
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in action and, therefore do not demonstrate it to the work-
ers. Sometimes supervisors are not sure it is their respon-
sibility to interpret management’s attitude.

These reasons could be summed up by saying that, with-
out a body of predetermined policy, the responsibility for
administering employer-employee relations in a company
cannot be delegated along organizational lines to the maxi-
mum degree and the function drifts into wide disparity of
practice, with resultant ineffectiveness at all levels, employee
discontent and protest.

3. Neglect and Abandonment of Policy

Managements neglect the policy-making function for va-
rious reasons. Often the reason is sheer inertia, unwilling-
ness to face up the task of carrying through the long dis-
cussions. They don’t like to accept unpleasant facts and to
strive to reconcile conflicting opinions. They fear the pro-
ject may not be thoroughly done and that they may com-
mit themselves to courses of action they had not intended
which will cause embarrassment before supervisors, employ-
ees and the public. They will be led into disclosures of facts
of the business that will be useful to competitors and union
organizers and rise up to plague them in union negotia-
tions. But such managements are likely to find that agen-
cies of government are requiring and shareholders are de-
manding more information and that unions have become
adept in securing and publicizing the facts of the business
without management assistance.

Some executives have little regard for policy because
the encroachment of government and unions on manage-
ment’s functions in industrial relations as formerly con-
ceived has resulted in an attitude of acquiescence or de-
featism on their part. A half century ago industrial rela-
tions was almost entirely a management function. Employers
hired, fired, set wage rates and hours of work, decided to
provide or not to provide employee benefits, bargained or
refused to bargain with unions as they pleased. Today a
hody of labor and social insurance law in large measure
determines their action in these and other areas. Unions
have attained much greater political and economic strength
which they have used not only to influence the legal deter-
minants of the course employers shall follow but also to
mark that course more precisely through negotiated agree-
ments. In short in many sectors of industrial relations in
which management formerly made unilateral decisions it
must now operate within a prescribed framework of controls.
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Under the changed conditions and in so far as the busi-
ness can assume the costs involved without seriously impaiv-
ing its prospects some managements merely conform or offer
token resistance on the grounds that what remains for their
own initiative is inconsequential and not worth the effort.
This is a mistaken position for three main reasons. First, it
js a deliberate shirking of responsibility, a decision that
probably would not be taken in relation to any other major
management function. The captain of a ship may he forced
off his course by adverse winds and tides and troubles with
the crew may distract him but he still has the responsibility
of bringing the vessel into port as nearly on schedule as
possible. Management in all its phases has to reckon with
regulations and the wishes, whims and frailties of humans.
Second, such a defeatist attitude assumes that all phases of
industrial relations are the subject of law or union con-
tracts. In so far as they are management may want to take
action beyond the legal or contract limits. It is also assumerd
that law makers and union leaders never change their
minds. To the contrary, in 1935 the administration at Wash-
ington declined to require employees to make unemploy-
ment insurance contributions but in less than ten years be-
gan to advocate an overall social security program on a con-
tributory basis. Policy by its very nature should apply to
all employees, not solely to those in specific bargaining
units. Collective bargaining should not be allowed to de-
termine company policy. On the contrary policy should es-
tablish the frame of reference within which contracts are
drawn. A management may not be able to adhere to its
policy at all times and in all respects. Legislation and union
action may force departures. In such situations management,
while meeting the new requirements, should reconsider its
policy and if convinced it is right should have faith that
experience will so prove. Legislation has often been revised
at the dictate of public opinion and unions have been
known to retrace their steps. Third, this acquiescence of
management implies that industrial relations is static. In
fact it is constantly broadening in scope. Not much more
than a decade ago collective bargaining was thought 1o
apply only to wages, hours and conditions of employment
but it covers many other matters today. Management will
do well to seize and retain the initiative in shaping the
further expansion of the concept of industrial relations and
the first step in that direction is that each individual enter-
prise should chart its course.
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4. The Policy Making Process

The process of making policy will differ as between
companies, small and large, single unit and multi-unit. The
task is especially difficult for the large multi-unit organi-
zation that operates within a framework of the varying
legislation of several political subdivisions of the country
or perhaps several countries, It may also have to deal with a
hundred or more bargaining units and have corresponding
difficulty in making practice conform with policy.

Determination of policy is essentially a function of line
management. It should be assigned to a committee of top
executives composed of representatives of all major depart-
ments. Since the committee’s recommendations are submit-
ted to the president he should as a rule not accept member-
ship on the committee so that he may evaluate the report
with complete objectivity. The committee should he assist-
ed by the industrial relations staff and the head of indus-
trial relations should serve as secretary. All members of the
management group should have a voice in formulating the
original statement of policy and in revising it from time
to time since they must live with the policy and resolve
any problems that arise in its application. Each manage-
ment should develop its own policy, not copy it from the
statements of other companies since the major ohjective is
to reach common understanding on a course of general con-
duct for the particular firm.

The undertaking might be started by a letter from the
president to each department head and in the case of multi-
unit organizations to executives in the field. The letter might
define the problem, suggest subjects for consideration and
invite suggestions. It might be prepared for the president
hy the head of industrial relations. With the replies as a
basis the committee should prepare a timetable for the
development of the several parts of the policy. With the
sequence estahlished the industrial relations staff should be
assigned the task of analyzing and evaluating present prac-
tices, considering the problems encountered with them.
checking practices of other companies and presenting to the
committees tentative statements of policy. These statements
as revised by the committee should be considered by all
segments and levels of the management through a series of
supervisory conferences. On the basis of the suggestions re-
ceived the industrial relations staff should submit a redraft
of the tentative statement which should be reviewed at subse-
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quent management conferences. The ideas rejected should be
discussed and the reasons for their rejection explained.
When substantial agreement has been reached on any item
the policy committee should prepare its final recommenda-
tion and submit it to the president. When approved the pre-
sident should sign the statement and issue it to all mana-
gement representatives. It should also be circulated for the
information of employees and should be the basis for po-
licy information appearing in supervisory manuals and
employee handbooks. Once policy is determined and dis-
tributed the entire management group should stand squarely
behind it and insure that it is made effective in practice.

New policies must be developed and old ones amended as
experience dictates. The need for change should be promptly
recognized and the statements adjusted without delay so
that practice will not tend to diverge from written policy.
It should be a function of the industrial relations staff to
bring the need for adjustments to the attention of the poli-
cy committee for recommendation to the president and the
issuance of new or revised statements.

But statements of policy necessarily in general terms to
permit the requisite Eexibility for practical administration
merely commit the management to broad courses of action
in the employer-employee relationship. Plans must be de-
veloped to assure uniform application of policy throughout
the organization in so far as possible. If a management
has an equitable wage and salary structure as a policy it
will follow through with a plan of job analysis and evalua-
tion as providing a systematic and objective basis for
estzblishing realistic relationships between the rates for dif-
ferent jobs. The industrial relations staff will be assigned the
task of making wage and salary surveys, consolidating the
reports, analyzing and maintaining overall comparative wage
and salary information and pointing out significant changes
and trends requiring management’s consideration. The
staff will assist supervisors in developing analyses and des-
criptions of the jobs of their subordinates and in keeping
the descriptions abreast of job changes. When the plan is
completed there may be a decision to test it in a limited
area on a pilot installation basis and after making the re-
visions dictated by that experience the staff will aid the
line organization in extending the plan to all departments
and locations.

The next step will be the development of a procedure
manual for the use of supervisors in applying the plan.
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The industrial relations staff should work closely with the
line executives of each department or location in preparing
the manual. They should enlist the help of supervisors to
secure their suggestions as o necessary variations to fit lo-
cal situations and to promote their understanding and co-
operation. The draft manual should be approved by the
head of industrial relations to prevent precedents with com-
pany-wide implications being established by departmental
action. On his approval the procedure should be issued over
the signature of the appropriate line executive. As this
course is followed on each phase of policy there will ema-
nate a series of procedures that can bhe combined in one,
overall industrial relations manual for the guidance of all
supervisors in the discharge of their total employer-employee
relations function.

Copies of completed written policy should be distributed
to all employees, union officials with whom the management
has dealings and interested persons in the community.

5. Examples of Recent Policies

Company policies usually cover such matters as employ-
ment, promotion, transfers, collective bargaining, nondis-
crimination, terminations, absences, grievance adjustment,
discipline, wages and salaries, hours, vacations, working
conditions, training, performance evaluation, workmen’s
compensation, accident prevention, employee services, em-
ployee benefits and work standards.

Policy, as we have said, stems from principle. Procter
and Gamble has recently announced under the title, “We
Believe,” eight principles indicating, in the words of the
announcement, “What the company stands for and what
things it believes are right for its people.” They are:

—

. A fair day’s wage for a fair day’s pay,

. Extra pay for extra production,

Steady work,

Clean, safe and healthful working conditions,

Adequate protection in time of real need,

Opportunity for thrift and economic security,

Opportunity to advance on merit,

. The right to be heard and the right to express wants
and desires.

PN BN

Each of these articles of belief is followed by a statement
of policy in terms of what is already being done. The poli-
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cy statement on the first principle — a fair day’s wage for a
fair day’s work — reads:

The Company pays wages which match the wages paid
by leading companies in the community for similar types
of work. The Company expects from each employce an hour
of work for an hour of pay.

The Company recognizes that to formulate and announce
principle and policy is not enough. It goes on to devise plans
and procedures and to explain them to employees through
the employee magazine, booklets, films, and other mediums.

A more elaborate policy statement which is not accom-
panied by any announcement of principles and recently
adopted by a large corporation in the United States is
inserted here for purposes of illustration. The introductory
paragraphs express the spirit and purpose of the undertak-
ing:

Over the years the management and employees of this
company have worked consistently toward strengihiening the
mutual confidence and understanding upon which employee
satisfaction and the company’s progress depend. In this
process, the company has arrived at a set of basic principles
of policy and action which express the organization’s philo-
sophy of employee relations.

These policies are herein stated for the information and
guidance of all concerned. It is the sincere intent of the
company to abide by these fundamental policies. The com-
pany will work toward effective application of these fun-
damental policies and avoid practices that are in conilict
with them. It is recognized that the procedures through
which these policies are effectuated may vary among de-
partments but the basic policies are governing.

Although the policies are subject to amendnients as ne-
cessary in order to reflect realistically further experience
and changed conditions, it is expected that such mnecessity
will arise most infrequently. Amendments will be made only
after careful management considerstion of the long-term
effects upon employees and upon the company.

The statement of policy which follows deals with fifteen
phases of industrial relations:

1. Employment: It is the policy of the company to
select new employees solely on the basis of their apparent
qualifications for the immediate job to be filled and for
progress in the company. In determining qualifications
such factors as ability, skill, experience, education, train-
ing, character and physical fitness will be considered.

2. Promotion and Transfer: Tt is the policy of the com-
pany to fill higher level jobs by promotion from within
the organization, in so far as posible. Selection by the ma-
nagement for promotion is made on the basis of the quali-
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fications and proved performance of employees, involving
appraisal of skill and experience, education, training, ability
to get along with other employees, physical qualifications, ca-
pacity for further progress, and length of service.

3. Safety and Health: 1t is the policy of the company
to provide safe and healthful working conditions, to insist
on safe work practices, and to co-operate in the mainte-
nance and improvement of the health of its employees.

4. Training: It is the policy of the company to foster
improvement in job performance by providing appropriate
types of training, and to encourage and assist employees
in self-preparation for promotion.

5. Compensation: It is the policy of the company to
maintain wage and salary pay levels that are at least equal
to those which prevail in the local area for similar work
under comparable conditions. Every effort is to be made to
establish rates for individual jobs which reflect the relative
worth of the different jobs within the company.

6. Continuity of Employment: Although the volume of
work opportunity available in the company may be affected
by economic conditions beyond the control of the manage-
ment, the company will strive constantly to maintain its
record of continuity of employment with the resultant sta-
bility of earnings.

7. Vacations: It is the policy of the company to grant
aunual vacations with pay to all eligible employees — the
amount of vacation time to be related to the employee’s
length of service.

8. Employee security: Tt is the policy of the campany
to maintain a program of benefit plans under which eligi-
ble employees are assisted and encouraged in their efforts
to provide protection for themselves and their families
through henefits payable in the case of disability, hospi-
talization, retirement and death.

9. Employee Conduct: It is the policy of the company
to establish reasonable standards of performance and
conduct, to administer such standards fairly and impar-
tially, and, in instances of violation of rules and regulations,
to give due regard to the circumstances surrounding each
case.

10. Work Schedules: Tt is the policy of the company
to establish, in se far as operating requirements permit,
regular work schedules and to minimize excessive work
beyond normal hours.

11. Equitable Treatment: Tt is the policy of the com-
pany to accord equitable treatment to all employees without
discrimination because of such factors as personal friend-
ships or membership or nonmembership in any church, so-
ciety, fraternity or other similar lawful organizations.

12.  Adjustment of Employee Problems: It is the policy
of the company to encourage employees to present to their
supervisors, without fear of reprisal, any problems or com-
plaints araising out of their work relationships, and to pro-



MANAGEMENT POLICY IN INDUSTRIAL RELATIONS 119

vide means for appeal of such questions to higher levels of
management where desired by the employee.

13. Collective Bargaining: The company recognizes the
right of employees to form, join, or assist labor organiza-
tions, to bargain collectively, through represeniatives of
their own choosing, or to refrain from any and all of such
activities. The company will strive to deal co-operatively
with the recognized representatives of employees.

14. Interchunge of Information: It is the policy of the
company to encourage a free exchange of ideas and infor-
mation among the various levels of management and em-
ployees.

15. Management Status of Supervisors: It is the poli-
cy of the company to recognize each supervisor as a part
of management, to consult with supervisors in the formula-
tion of industrial relations policies, and to delegate to su-
pervisors responsibility and authority for applying the pro-
cedures established to effectuate such policies.

V. PRINCIPLES FOR FUTURE POLICY MAKING

Management policy making in industrial relations in
co-operation with nonmanagement groups or with other
managements necessarily is concerned with agreement on
basic principles. Many individual managements, however,
attempt to determine policy for their organizations without
much thought of principles. In these changing times with
the social responsibilities of industry broadening and chal-
lenged as it is by the doctrine of Communism seeking to
possess the wealth of the world and the souls of all mankind
there is need for a new creed of capitalism.

There is much soul searching in employer circles in
this matter in view of the cold war, the expanding rolls of
government and unions and management’s apparent inabili-
ty to speak for itself effectively and to inspire confidence.
The pessimists have little hope that management can do
much to shape the future course of industrial relations. As
they see it the people are relying more and more on govern-
ment, self-reliance and thrift are being undermined and
the burdens on industry are becoming unbearable. They
say there is no fun in business any more. Others to whom
these problems are a challenge are reconsidering past mis-
takes and lost opportunities. They realize that in many
instances they have not co-operated with government as
they should have done, that they have opposed collective
bargaining and social security legislation and sulked in their
tents when it was passed and that the mass of the people
no longer expect any constructive contribution from them.
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'They are beginning to realize that they have been too self-
interested. In conversation with an executive in Texas a
few weeks ago he expressed criticism of his company’s em-
ployment policy. He did not think it right that in recruiting
employees they should ignore the public employment ser-
vice but when they dismissed workers expect the service to
place them elsewhere. With the proportion of the population
in the higher age brackets increasing, with longevity increas-
ing and apparently also the longer retention of ability to
work and, at the other end of the scale, the span of educa-
tion of youth being lengthened, is it right for management
to vetire all workers at a specified age as if biological and
chronological age always coincide? Such social problems
management must help to solve.

The more alert employers also see that they must speak
out in meetings. They know best the rising costs of legislat-
ed and negotiated pension and other benefit plans: that
negotiated pensions are pensions for the powerful which
unless man-hour output is proportionately increased, will
be paid in higher prices by millions of consumers who can-
not afford such security for themselves. The timid fear that
if they point to the danger they will be ridiculed as die-
hards and economic royalists. They will be called by much
worse names il they drift with the tide, the pensions
promised in present dollars are paid in deflated dollars and
the employer-employee relationship further embittered.

In defending itself management points to our standard
of living, the highest in the world built on know-how and
plowing back of profits into extension and improvement
of plant and equipment to increase productivity. But that is
taken for granted. The English economist Henry Clay said
in a speech in Philadelphia two years ago that the major
problem of capitalism is its success. So many wants of the
people have been met in such large measure that they ex-
pect more as a matter of course with less effort on their
part. Industry is not being challenged on its technical abi-
lity but on its skill in the area of human relations, on its
record of putting product before people. Management is
now paying a penalty for not taking its employees into
confidence. They have not been given the facts about their
jobs and job prospects. An iron curtain has kept them from
an understanding of management’s problems. Management
has just begun to talk to its employees and in many instan-
ces also to lower levels of supervision. How can union mem-
bers influence in the direction of realism the representa-
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tions of their leaders to management or those of their politi-
cal representatives in our legislatures if they themselves
are uninformed? As General Eisenhower has said “Team-
play, the boundless force that makes man master of the
universe, does not develop in a conspiracy of silence.”

Somehow management has got to do a better job of
getting along with people in and out of the plant. While we
tax ourselves for the economic and social re-establishment
of former enemy countries and seek their co-operation for
a better world order we should also strive for a more co-
operative and constructive employer-employee relationship
among ourselves. There are no easy answers to these pro-
blems but surely it is clear that our approach to them must
be based on a broader, more positive social philosophy,
that we must seize and retain the initiative in this area of
human relations in plant and office and recapture a greater
measure of the work companionship that prevailed when
industry was young.

Out of such considerations we have ventured to suggest
a few principles as a basis for policy making by manage-
ment in future:

1. Capitalism can be so improved as to greatly increase
the material and spiritual satisfactions of the people.

2. The management of a business administers a segment
of the national wealth and in so doing must serve community
and national needs and objectives.

3. Management should seek to give leadership in politi-
cal and social life.

4. The human resources of a business are its greatest
asset.

5. Employers and employees can work together in part-
nership, establish a good society in the work place and so
contribute to social unity and a stronger democracy.

6. Management and employees have an equal interest
in promoting higher productivity.

From such a body of principle there should spring indus-
trial relations policies that we have scarcely begun to think
about. Among them would be policies for executive deve-
lopment, the better training of executives and supervisors
for their social and industrial relations responsibilities, de-
centralization of authority and resort to smaller work units,
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two-way flow of communication on the facts of the business,
broadening of opportunity for promotion from the ranks
and by transfer to other enterprises, the better planning
and integration of governmental and industrial security
plaus and many others.

I think we can have faith that management will make
progress under such a body of principle. Dean Donald K,
David of the Harvard Business School said in a recent
article:

There is a growing idealism on the part of businessmen.
Business in this country typically want to do “the right
thing...” The morsls of the business community today are,
I am convinced, better than they have ever been — perhaps
also better than those of many other sections of the com-
munity and they should be.

I close with the conclusion from the article “Human Re-
lations in Modern Business” by Robert Wood Johnson,
already mentioned, which is a statement of principle in in-
dustrial relations that seems appropriate to our time.

The world today is divided by antagonistic philoso-
phies, In great areas the state is supreme and absolute, im-
posing its rule upon its subjects without their consent. We
believe that free men can achieve more than slaves can.
But, to implement this ideal, we must accept the responsi-
bilities which go with freedom. We must work together as a
team to meet common problems. Co-operation, not antago-
nism, is the key to achievement. The world is looking to
us for an example of what free men can achieve. We can-
not fail. The destiny of generations to come is in our
hands. We are making history. This is our challenge and
our opportunity.

— QUESTION :

There is a point on which I would like you to elaborate a
little, Mr. Stewart. You were talking about the policy of a
company and it seems — if I understood you well — that
labour unions have nothing to do with the policy of a com-
pany. I don’t know exactly what the scope of the “policy
of a company” is as this expression was used in your paper.
It seems to me that if management and labour unions have
to work in partnership, there are certainly some matters
connected with the policy of the company on which they
have to work also in partnership. Could you give us a pie-
ture of what you consider the exclusive rights of mana-
gement ?
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—MR. BRYCE M. STEWART:

The exclusive rights of management may seem to be ap-
proaching the vanishing point as the number of issues
brought within the scope of collective bargaining steadily
increases. Unions have certain rights now generally recogniz-
ed by management, some of which are guaranteed by law.
For example, they may organize, be represented in bar-
gaining by persons of their own choice, conduct their orga-
nizations, choose their leaders, determine their duties, and
salaries and promote, demote and dismiss them without in-
terference from management. Unions maintain that their
rights cannot be bargained or arbitrated away. Surely
an employer responsible for the management of a business
must have sole discretion in such matters as the work to
be done, plant organization, layout and equipment, mate-
rials and processes to be used, control of plant property,
size of the work force, scheduling and assignment of work
and methods to promote and maintain large volume and
high quality production. Each has rights and responsibil-
ities which should be respected by the other. Each must
have its own policies and plan its course but since their
interests. are largely mutual there should be free exchange
of information between them. There is a growing number
of employers who tell their policy to employees, organized
or nonorganized. »

— QUESTION:

Tell them or negotiate with them?

—MR. BRYCE M. STEWART:

A union should have any information sought unless its
dissemination might do harm to the business and the em-
ployees in competition. In industry as well as government
some facts can be made known with safety only to a few.
[f a union should ask about profits or the salaries of execu-
tives, in my view, they should be given the facts. They can
oet them anyway. On the other hand if a union should seek
to bargain about the pay, selection or dismissal of super-
visors it should be denied just as any attempt of manage-
ment to intervene in the selection of union officials should
be denied. However, in a good relationship the parties
should feel free to talk together about an official on either
side who, in their view, is doing harm to one or the other

or both.
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As regards the not clearly defined and changing area bet-
ween the rights of management and those of employees, 1
think frank discussion will usually satisfy a mature unien.
On the other hand management has been slow to recognize
that in the changing social climate policies that were for-
merly determined solely by the employer are now properly
the subject of bargaining. When one thinks about it, bar-
gaining on pensions and benefit plans makes sense in prin-
ciple although in some respects difficult in practice. But most
employers in the United States would not bargain on these
matters until required to do so by law. | would be inclined
to welcome bargaining on questions in this area if the union
stands ready to accept its share of responsibility for the de-
cisions reached. I notice that young unions in particular are
eager for rights but become less assertive as they discover
the responsibility involved. They seek to bargain on a job
analysis program but when it is done they don’t want to
deal with John Doe whose rate is not as high as he expected.
They demand a pension plan to cover several employers
but change their minds when it appears that the costs may
put some marginal firms out of business and leave mem-
bers unemployed. My guess is that this matter of responsi-
bility will restrain encroachment by unions on manage-
ment’s proper functions and that they will come to see the
wisdom of leaving much policy making to management as
being more expert and directly responsible for the results.

— QUESTION :

Dr. Stewart, in the course of your remarks you mention-
ed the necessity of having principles from which policies
can flow. As you know, there is bound to be conflict of
principles. For example, a company might have the idea
that they should get most work for the least money. Then,
on the other hand, unions may want to get the most money
for the least work. Right away you have a conflict of prin-
ciples. I think that’s the difficulty. How do you resolve these
conflicts, except by compromise. Are there any touchstones
which will test rightness or wrongness of conflicting prin-
ciples? To elaborate on that just a moment, I think the dif-
ficulty is that it’s very hard to get to an agreement on
principles. The poor old manager is being asked to be an
economist, a sociologist, a psychologist and an expert in
some other areas which his normal business training does
not fit him for. I really think that management, by and
large, with all the demands of today, is doing a splendid
job. T feel that what they do is remarkable, bearing in
mind these various points of view.
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—MR. BRYCE M. STEW ART:

A principle in a democracy is what the majority determ-
ines to be right. But what seems right today may prove
wrong in the long run. Years ago it was an established
principle that any effort at organization of employees was a
criminal conspiracy but now the majority accepts the prin-
ciple of freedom of organization and has established it in
law. Having to compromise on a principle should prompt
us to reconsider and change our position if we feel we
have erred. One union has said “We have always sought
power without assuming responsibility. Now that we have
power we must assume the responsibility of underwriting
that power — guaranteeing to the public that this power
shall be used wisely, and that we as an organization will
be an asset, not a liability to society.” Here is a change
in principle that time and experience have brought about.
If we retain faith in our principle we must live under the
compromise until our view prevails. As regards the con-
flict between most work for the least money and most mo-
ney for the least work it appears that at present unions
are becoming increasingly aware of the principle that a
higher standard of living depends upon increased produc-
tivity and that greater co-operation with management in
recognition of that principle is in the making. Of course,
it is difficult to reach agreement on principles at a given
moment but right principles stand the test of time. They
become accepted and perhaps enforced by the majority. I
agree that by and large management is steadily performing
better on its increasingly complex job and I believe that is
largely due to greater adherence to principle and less re-
liance on expediency.

— QUESTION:

1 have a criticism of top management for its disregard
of the personnel department in a great many instances. 1
have seen too often a personnel manager of a plant who was
nothing else but a glorified messenger boy. When it comes
down to this important problem of company policy, ever
<o often I have heard this remark to the union; “This is a
matter of company policy, and I am sorry I cannot say
anything about that.” 1 believe this reduces the importance
of a personnel department and personnel management. I
would like to have your opinion on that.
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—MR. BRYCE M. STEW ART:

I fear the number of managements that realize the person-
nel function is the most important of all is not very great.
An employer may have the best machinery and plant in the
country but if the people who make the product are not
co-operating it doesn’t mean much. However, the influence
of personnel managers seems to be steadily increasing. More
of them are becoming vice presidents and presidents and 1
am confident that the best top executives in the future will
be well grounded in industrial realtions. On a recent visit to
a number of companies I was amazed at the detailed know-
ledge of job analysis, training, agreement terms, benefit
plans and other such matters displayed by higher executives.
They impressed me as being aware that their main job was
to get along with people, recognize their resources and to
help them as far as possible to fulfil their aspirations with-
in the area of the business.

A primary duty of the personnel manager is to assist the
line organization in the development and administration of
industrial relations policy. It seems to me that if he speaks
to the union in the manner indicated either he or the mana-
gement or both have a wrong concept of the personnel
function. No one should be better qualified to explain com-
pany policy in his area of activity than the personnel mana-
ger, If the union makes a request that conflicts with com-
pany policy he should state the policy and the thinking un-
derlying it which preclude acceptance of the request.
The kind of personnel manager referred to is really not a
personnel manager but a doer of odds and ends. The poli-
cy about which he felt he could not speak probably did not
exist. He and his company had not gotten to first base in in-
dustrial relations.

- QUESTION:

I am wondering if you could make any comment about
your own philesophy, particularly about the last points
which you made in your address. My question could per-
haps be put in one word: why? What I am actually search-
ing around for is what, in your opinion, are the kind of
compulsions that make these points good sense, at this time.
In other words, what is your answer to the cynics and the
critics who say: “What you are referring to is pie in the
sky. We did'nt get where we are in our business with that
kind of thinking”. I think you didn’t reach your conclu-
sion by acident; I think you reached it by careful thinking
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and analysis and in weighing what was involved, what was
going on in society.

—MR. BRYCE M. STEW ART:

The main reason is that in the long run management
must conform to the thinking of the times. As principles
become established management, unions or other groups
have to accept them voluntarily or under compulsion. More-
over it pays. Having been brought up as a Scotch Presby-
terian I think doing the right thing usually pays. The people
who say “we didn’t get where we are with that kind of thin-
king” delude themselves. They have changed their thinking
many times about other aspects of the business. They are
the kind of people who used to say “the public be damned”
and now say “the customer is always right”. They opposed
workmen’s compensation and now have forgotten that
there ever was a different policy. They insist that social
security undermines initiative but believe in pensions for
executives. It depends on who gets the pie in the sky. They
have not learned the lesson of history that the rights of the
few today are the rights of the many tomorroy.

These matters are not pie in the sky. Companies that did
not aceept our pensfon recommendations ten or more years
ago are saying they wish they had. They realize today when
they must act that if they had adopted a plan a decade ago
the lability for past service, double now what it was then.
would have been written off largely out of moneys paid
in taxes. They would also be far in advance of the require-
ments of pension legislation.

Another example. In one region of the United States
where we have done much work, a certain company presi-
dent whom we counseled took his industrial relations res-
ponsibility very seriously, developed a progressive policy
and applied it. Other company executives in the communi-
ty said: “Let Jim go ahead. One of these days he will confess
his mistake and the profit statement will prove it anyway.”
That was several years ago and Jim has been making better
profits than ever, He has demonstrated that a code of de-
cent employer behaviour brings a response from employees
in higher production and that is the basic need in our world
today. If we are to have a better standard of living, if the
hope of peace rests on our economic strength. if we are
to survive as a nation. as employers or unions, production
iz our central problem. Good industrial relations is an im-
portant means to that end, not mere sentimentality. At the
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basis of such management policies is character-resolution
and understanding of what management should strive to do
for its people and the community and integrity in the pur-
suil of these objectives. They will pay off in productivity. I
hope 1 have made myself clear.

—FATHER EMILE BOUVIER:

1 1 understand the question propesed by the delegate,
1 think he is referring to a recent article of Johnson, in
the Harvard Business Review saying that leaders in industry
and leaders of labour should observe not only loyalty to
the company and the union but loyalty to God and Christ, 1
think that is the final answer to the whole question. We
have to get together and the only way by which we can get
some understanding is not trying to put a wedge to destroy
the unions nor management. The best way is by the accep-
tance of God in business. The right answer is that business
men and particularly managers of industry should not forget
that, above profits, they have to look after God and the
best way is to use industry as a means towards God. Thus
they will not overlook the spiritual value of men. The first
boss in our modern plants is Christ. Such thinking might
not be academic, but it is essential and necessary. All acade-
mic and economic discussion that would overlook that fact
is bound to be non sense.

-~MR. BRYCE M. STEW ART :

Well, that’s just putting what | was trying to say in a
much better way.
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