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PREFACE

The principal focus of the Association’s Eighteenth Annual Winter
Meeting was the changing labor market. However, the program in-
cluded other discussions reflecting the breadth of the industrial relations
field, such as management research, the union as an organization, con-
cept analysis, pension funds and labor history.

The sessions on the labor market dealt with supply factors (occu-
pational projections), demand factors (technological change) and the
problems associated with the interaction of supply and demand (unem-
ployment, mobility and labor-market information).

Two of the labor market sessions represented an IRRA departure:
contributed papers, selected for inclusion on a competitive basis.
Younger members of the profession, who had not previously parti-
cipated in Association meetings, were invited to submit manuscripts for

consideration.

As in previous years, the meeting was held in conjunction with the
Allied Social Science Associations. One session, on technological change,
was held jointly with the American Economic Association; and one
session, on the investment of pension funds, was held jointly with the
American Finance Association.

Included in this issue is an Index of IRRA Publications for the
period, 1961-65, a subject-matter classification of papers and chapters,
and an alphabetical listing of authors. An index of publications for
the period 1948—60 is included in the 1960 Tkirteentk Annual Pro-
ceedings.

We are grateful to the conference participants for their prompt
submission of manuscripts, and to Louis Buckley and other members of
the New York IRRA Chapter for their excellent local arrangements.

GERALD G. SOMERS
Editor
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PRESIDENTIAL ADDRESS



MANPOWER NEEDS AND
EDUCATIONAL POLICY

Epwin Younc
University of Maine

This meeting of the IRRA has made its prime concern the man-
power prospects and policies ‘of our country. The papers you have
heard have been based on research, some of which we hope has been
stimulated by the IRRA. Presidential addresses, if not the products
of research, hopefully point out areas where further research may be
desirable. I'm going to talk about the implication of manpower studies
for education and suggest areas for research as well as a plan of action.
At the outset it is well for me to state that I am fully aware that edu-
cation serves more objectives in our society than the getting and holding
of jobs, although the different purposes may not at all suggest different
educational programs.

As I move along, I want to give much credit to Mrs. Sylvia Kassalow
who worked very hard to supply me with background information but
who cannot be held responsible for the ideas, many of which are current.

The next decade will see an approximate 25% increase in the work
force from 70 millions to more than 87 millions. In that period the
number of white collar workers will rise from 31 millions to 41 mil-
lions—a rise of 33%—and in that rise the demand for highly trained
professional technical managers and officials will rise 45%, sales
workers only 21%, and clerical workers will rise in proportion to the
group. The number of blue collar workers will rise only 16%, thus
becoming 34% rather than the more than 36% of the total work force
they now are. The proportion of craftsmen and foremen will rise 25%,
operatives 14%, non-farm laborers 5%, while the work force is going up
25%. Service workers will increase 40% from 9.2 millions to 13 mil-
lions. The number of farm workers will by 24%. Like all projections,
the precise fulfillment of these is unlikely, but they are our best guesses
and provide a base for analysis and planning.

The recitation of percentage changes does not adequately describe
the quality of change in the work force demands. Let me illustrate:
Nurses will still be nurses, but their tasks and training are undergoing
very rapid changes. A few years ago, the nurses in training provided
the unpaid menials in many hospitals; today, they take care of pa-
tients; in a decade, they will be skilled professional workers supervising

2
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the care of the patients. They will have shed the three roles of maid,
waitress and clerk. Nurses of the seventies will all need bachelor’s de-
grees, and many will have master’s degrees with specialties. The tra-
ditional nurses’ training programs are not adequate for this. The work
now done by nurses will be taken over by practical nurses, nurses’ aides,
food handlers, ward managers, etc., and these will not be unskilled
workers. All will need training.

The computer, the electronic control device, the tape-directed ma-
chine will, as you have heard so many times, require more highly trained
maintenance workers. Many of the surviving farm workers will be
machine operators rather than laborers. Many technical and pro-
fessional fields where most of the personnel hold bachelor’s and master’s
degrees will want Ph.D.s and persons with postdoctorate training.

In addition to the changes in the general composition of the work
force, there will be constant shifts within. It has been suggested that
the average worker will change jobs four times in his work life. One
wonders how people can be educated for such a work life experience,
but educated and trained they must be, for it is abundantly clear that
our society has few jobs for the uneducated, unskilled and untrained,
and will have steadily fewer.

As industrial relations specialists working to better prepare men and
women to obtain jobs and to progress in their work careers, we are
working with the stuff of which human dignity is made. Insuring some
job for everyone is the first step, but there are many more.

My own career has nearly always been in education. In a sense I've
never left school except for brief excursions as adviser or consultant,
arbitrator or mediator, and each time I've hurried back to the peculiar
excitement and bustle of a campus carrying with me some new insights,
some inside dope on the outside world. As an educator and an econo-
mist, I have given a good deal of thought and some study to the prob-
lems facing American education. So many decisions are being made
about education these days, and yet little is known about the subject
itself. It is a field with wide research possibilities and very special
implications for industrial relations students and practitioners.

Great strides have been and are being made in acquiring informa-
tion about job markets, levels of employment, composition of the work
force, and employment projections, and yet the practitioners call for
more. We know much less about work itself, the appropriate prepara-
tion for particular jobs, and the relation of one job to another.
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Learning itself has only recently begun to receive attention from
psychologists and educators. A school curriculum has traditionally been
constructed not on the basis of research but rather on custom and ex-
perience. A few years ago I was a member of a college curriculum
committee. As that group of conscientious educators pounded out a
program they thought would provide the most useful way for students
to spend four years, they took particular pains to shelter Latin a little
from the competitive race. The rest of the curriculum was the product,
and a good one, of experience, observation, tradition, but little rising
out of research. Here I do not criticize my colleagues but simply give
you an illustration of curriculum building, at least at the college level,
as it still persists.

It is recognized that industry will demand more and more training
for its personnel on all levels. What education should come before that
training is now beginning to be investigated. Jobs are being assigned to
clusters, taking account of the common elements that go to make up
the skills involved. Much more research is needed at identifying the
training and educational elements, and we as students and practitioners
of industrial relations should be involved.

If we know better the relationships between work and education
perhaps we can increase the motivation to learn what is lacking in some
of the young people in our school population. Preliminary reports from
the Job Corps indicate that the powerful motivating influence in their
classes is the desire to get a better job. How can we channel such desire
for a job opportunity into a meaningful educational effort that will
provide lifetime job opportunities? All of us in education have resisted
the push of parents and students for practical courses which seem to
them clearly job-related. Perhaps, rather than resist this job orienta-
tion, we should exploit it by showing what the relationships are between
the courses we offer and the world of work. We may be much surprised
at what we discover. The nature of work itself is now getting attention
from psychologists and others. This may be one of the more promising
ways of getting at the job-related side of education.

In various regions of the country the United States Office of Educa-
tion is establishing large centers for research in learning. Shouldn’t
industry and labor be interested in participating in order to have some
basis for establishing training programs? It may well be that if we
knew more about learning we could do a much better job of upgrading
and retraining our labor force.
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I don’t know of any exhaustive study of the educational and work
experience of the G.I’s of World War II. It seems to me that the
amount of information available would be great enough to satisfy the
most demanding scholar.

So much for the research program. What does one do while waiting
for the research to be designed, carried out and reported? I am going
to suggest a plan of action that allows us to start where we are and yet
incorporate experimentation and research as we go along. In a fast-
changing world where new opportunities quickly appear and where
job changes are frequent and the rates of change are accelerating, an
educational system that provides the greatest versatility and preserves
the highest degree of freedom is the most logical choice.

The elementary schools of this country are the clear example of what
I have in mind. The curriculum is basically the same for all; while
the quality of instruction, the physical surroundings, the supporting
materials and the individual attention given to pupils varies greatly,
the subject matter is very much the same. I suggest that we now con-
sider a common basic curriculum in the high schools as the best basis
for the job world we are looking forward to. Different students will
have different abilities, aptitudes and motivations. These differences
should not confuse us about the subject matter that we want everyone
to learn.

What is this subject matter? First, what is it that thoughtful citi-
zens and educators complain most loudly about? Simply, it is com-
munication or rather the lack of it, both in the form of English and
mathematics. It is essential for everyone that the communication of
ideas be handled more readily and effectively. In addition, there will be
some who will want to be prepared on a world-wide basis and will study
other languages. Great skill and imagination must be used in the
teaching to accommodate the backgrounds and interests of different
students. This I believe will be possible once the goal of communication
is clearly defined. A fuller understanding of Hiawatha, Ivanhoe, Silas
Marner and Shakespeare’s plays should not be the purpose of our
English classes, albeit they are delightful by-products for some of us.
Rather, the purpose should be to develop skills in reading rapidly and
with understanding and in writing and speaking clearly and to the point.

And so with that other language, mathematics. Some of our students
are truly aiming for the stars and will certainly settle for nothing less
than a planet. Others will program the automatic distributor centers
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for consumer goods, some will count calories, and many will worry
about taxes. Let’s aim them all at the stars, letting them peel off at the
limits of their ability and interest but keeping them on the main track
as long as possible so that when they stop their formal learning in
mathematics they will have the basic understanding and techniques
that they can exploit when the challenge arises on the job or in a
training situation.

On the job and off, every person needs to know about the nature
of the world in which he lives. My common curriculum would include
biology, physics, chemistry. Again, for different persons it would be
taught at different rates with different illustrations and appealing to
different motivations. For some, it will be a general and interdis-
ciplinary course, for others the base on which the courses leading
ultimately to the doctorate will be built. The principles will be the
same. While on the surface welding may seem simply a technical skill,
somehow the welder---or at least most—must learn that great move-
ments of molecules and atoms are taking place under that heat and gas.
For others, the science will be most attractive when presented as
mathematical formulae.

And finally, I would include a large dose of history in my curricu-
lum, perhaps with some anthropology, to provide a deeper understanding
of man’s relation to man.

While under my scheme the high school curriculum would have a
common core for all, it would also provide opportunities for special
interests such as music and athletics, art and typing, etc.

After high school the academic roads would part. Some people
would move directly into technical schools, learning how to maintain
electronic equipment, be secretaries or stenographers, run the kitchens
for Howard Johnson and his competitors. I would hope these choices
would be made on interest and aptitude, and not as a consequence of
social and economic status of families. Others in increasing numbers
would go one to colleges and continue their basic education either as
a prelude to professional and graduate schools or as the basis for
bachelor’s degrees and jobs.

Many won’t know what to do. These should perhaps go to two-year
junior colleges or university centers and there have time to discover
what they really want to do. Many will find within themselves the
necessary abilities and interests to transfer to a university. Some will
go to technical schools, and others to employers for on-the-job training.
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Under this scheme, there are opportunities to change one’s mind, to
train and to retrain.

My suggestion proposes that our young people be kept in the main
stream of education as long as possible in order to make the most of
their talents. It does mean that under conditions of full employment
employers will have fewer persons with ability well above the job
requirements. It means more careful planning, more careful job analy-
sis, and better training programs. It may also mean having a better
basis on which to build in the job assignments.

But what about the humanities? What about the values of society?
Have I gone all out materialistically? The task I set for myself was to
sketch broadly an educational system that would prepare Americans
for the job markets of the future. Had I come here today to talk about
a curriculum that would lead to a better understanding of human values,
traditions and culture, I would have suggested one built on language,
mathematics, science and social science. But that is another subject.
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THE U. S. MANPOWER FUTURE

Frederick H. Harbison, Chairman



LABOR FORCE AND
OCCUPATIONAL PROJECTIONS

W. LEe HaANSEN
University of Wisconsin

In the past few years we have witnessed a phenomenal spurt of in-
terest among policy-makers and labor economists in both the art and
science of manpower projections. But accompanying this interest, and
indeed stimulated by it, there has been a growing dissatisfaction with
projections, as evidenced by a succession of conferences, sessions at
professional meetings, and published papers appraising them. The
results of these appraisals tend to be mixed.- A majority view is that
work on projections should continue; in one case, the argument rests
on the assumption that by gathering more and better data the quality
of projections can be improved significantly, while in the other case,
greater emphasis is placed on the use of new and quite different tech-
niques and approaches. The minority view questions whether the
effort to make projections is worthwhile; in one case, it is argued that
the present state of knowledge is so deficient and the data so poor
that the resulting projections will be of little value, while in the other
case, the claim is made that meaningful projections are in principle
impossible to make.

The exact nature of the arguments on which these conclusions
have been drawn has not always been clear. Hence, it seemed useful
to consider a number of issues which would help us to determine how
and whether work on projections should continue, even if no final
judgment on these questions is offered.

THE UNDERLYING ISSUE

Projections are designed to increase the stock of knowledge about
future labor market conditions and thereby to improve the level of
decision-making on the part of workers, potential workers, counselors,
employers, educator-trainers, and manpower planners. But what is at
issue is whether the benefits, in some elusive sense, exceed the costs of
projections and by how much. Our predisposition is to assume that
projections do yield positive—and perhaps sizeable—net benefits. This
rests on the more general assumption that more knowledge and infor-

*] am indebted to Gerald Somers, Glen Cain, and especially Burton
Weisbrod for their penetrating criticisms and suggestions.
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mation are better than less, particularly when the costs of supplying
more knowledge and information seem to be relatively small. Yet the
validity of this predisposition is certainly moot. Indeed, if we consider
the possibility of both positive and negative benefits, we might speculate
that the gross benefits are zero or even negative, irrespective of what
the costs might be. (Negative benefits would result from directing
people into occupations or industries where openings no longer existed
--—either because the projection was wrong or the response to it
greater than anticipated.) At the moment we have little or no evidence
on these matters.

The customary defense of projections is that despite their present
deficiencies they serve better than does “‘sheer speculation.” If this were
the only alternative, such a defense might possess some validity. Yet
there is a significant amount of information available to decision-
makers of all kinds that surely ranks in quality above that of “sheer
speculation.” In a sense, all decision-makers are generating their own
projections based on such information, and some may be better
equipped than others to do this or may have access to more and
better information than do others. But whether the explicit projec-
tions now supplied deserve higher marks than the implicit projections
of decision-makers can only be determined by comparing the quality
of the decisions made under each situation. This is no easy task, and
it is one that I do not intend to perform here. And yet it is possible
to throw some light on this central issue by raising a series of questions,
as is done in the following section.

Before proceeding, it will be helpful to indicate certain aspects of
the subject which complicate attempts to discuss manpower projec-
tions with the necessary degree of sharpness. First, it is important,
though often difficult, to keep in mind the distinction between man-
power projections as they are currently produced and some ‘“ideally”
constructed projections. Limitations in both data and methodology
may prevent the implementation of some “ideal” approach, even if
we could decide precisely what it was. Nonetheless, there seems to be
ample room for small improvements and adaptations to the existing
approach which would move current practices at least a bit closer to
the “ideal.” Second, difficulty is frequently experienced in determining
how projections are made and what their substantive meaning is. The
details of projections are ordinarily spelled out so imprecisely that it is
almost impossible to know what kind of an analytical model, if any,
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has been employed. In view of this fact, the exact meaning of the
projections is generally elusive. Third, it is difficult to evaluate pro-
jections, given the imprecision of their meaning and the range of uses
to which they may be put. As will be pointed out presently, there
exist several types of projections, but users cannot always be certain
which type they are dealing with. Moreover, general purpose pro-
jections of the kind now supplied often ill-serve by their very grossness
the needs of specific groups of decision-makers.

TyPES oF PROJECTIONS

What are the several possible types of projections that might be
made? This question does not seem to have received the attention
it deserves, despite the fact that it is of fundamental importance to an
understanding of how projections are being made and what they mean.

There would appear to be five distinct types of manpower pro-
jections. They are of: (1) “requirements,” (2) “availables,” (3) “out-
comes,” (4) “outcomes with responses,” and (5) ‘“actuals.”” All of
these are what might be termed “quantity” projections, in that either
they are unconstrained by any price assumptions, or the price implica-
tions of quantity changes are ignored. Hence, these projections do not
involve the use of supply or demand schedules and shifts in them.
Partly as a consequence of this, the terminology which follows may
tend to be somewhat imprecise.

Type 1: Projected ‘“requirements” (R) indicate the number of
workers needed in view of the assumptions embodied in the projection;
these assumptions relate to the level and composition of final demand,
productivity change, factor substitution, and the like.

Type 2: Projected “availables” (A) reflect the stock of workers
that will be on hand in view of the assumptions set forth; these relate
to patterns of attrition, flows of new entrants, and so on, as well as to
the level and composition of final output.

Type 3: Projected ‘“outcomes” (R-A) set forth the ex ante ex-
pected levels of employment or labor force levels produced by the
interplay of ‘“requirements” and ‘“availables.” The results would be
interpreted as projected ‘“‘surpluses” or ‘‘shortages” of ‘‘availables,”
though they might just as easily be called projected “shortages” or
“surpluses” of requirements.”

Type 4: Projected “outcomes with responses” [(R-A) =+ B] indi-
cate how the simple “outcomes” projection might be modified by virtue
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of the responses generated by a knowledge of that projection. The
magnitude of the responses (B) would presumably be a function of
the disparity between “requirements” and ‘“‘availables” (R-A). These
responses (B) might occur on either or both the “requirements” (Bg)
and “availables” (B,) sides, depending upon whether and how for
example, factor substitutions take place to affect “requirements” and
on whether and how the relative amounts of labor might change and
thereby alter ‘“availables.” Thus, we might show the projected “out-
comes with responses” as [(R == Bgr) — (A == B,)].

Type 5: Projected “actuals” [(R-A) = B == C] reflect ex ante
responses (== B) as well as ex post reconciliations (== C) between
differences in “requirements” (R) and “availables” (A). Essentially,
projected “actuals” represent some best estimate of the levels of em-
ployment and labor force that will be observed in the projection year,
given the assumptions of the projection.

Here, then, are five different types of projections. Ordinarily, and
despite the similarity in terminology, at least with respect to “require-
ments,” it is not clear whether the projections made are of type 1, 2,
3, 4 or 5. For the sake of focusing the discussion which follows, I
wish to state at this time that most of the projections of “requirements”
are actually projections of “actuals.” I will comment on this point at
greater length later in the paper.

ASSUMPTIONS

If the first requisite for intelligent use of manpower projections is
a clear statement of what is being projected, the second is a clear
statement of the assumptions underlying the projections. Not only
should the assumptions be made explicit, so that they can be evaluated
by the users, but they should be specified rather precisely. Moreover,
several alternative sets of assumptions should be employed to help
assess the sensitivity of the projections to the specific assumptions
elected. For example, the assumption of a “full” or “high level” of
employment (e.g., 3 per cent unemployment) is a useful one, but it
would be helpful also to have additional sets of projections which re-
flect less favorable employment opportunities.

Even after allowance is made for the introduction of alternative
assumptions, some either objective or subjective confidence intervals
would help to give users an indication of the presumed accuracy of the
projections. At present these are not provided, nor is any estimate of
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the sampling variability of the base year figures with which the pro-
jected are usually compared. And, certainly, whatever projections are
made should not be carried to a number of “significant” digits that
exaggerates their degree of precision.

Uses oF PROJECTIONS

Manpower projections might serve a wide variety of purposes.
They are claimed to assist in individual career choice, job counseling,
the development of educational and training programs, and the deter-
mination of personnel and hiring policies of firms. They are also
alleged to aid in attaining the objectives of full employment, the
elimination of labor bottlenecks, and more rapid economic growth.
Upon careful scrutiny, however, it is not clear exactly how projections
are to serve these purposes. How should individuals, employers, edu-
cators, and manpower planners respond to the information contained
in the projections? In large part, this depends on knowing just what
the projections mean. And this is often unclear, as we shall see.

Consider first the use of projections of “requirements.” Suppose
that a “requirement” for 10,000 widgetmakers for 1970 is projected.
Of what use is such information? I would assert that by itself this
information is worthless; on the basis of it, decision-makers have no
foundation for choosing a response. Even if we compare “require-
ments” with the current number employed, all we know is that some
change is projected. Whether ‘“‘availables” will grow by an equal
amount, or whether, if “availables” increase by some lesser amount,
“requirements” do likewise, is impossible to deduce from this infor-
mation. Indeed, the same is true if we are supplied with only projec-
tions of “availables.”

To make any sense out of projections of ‘“requirements,” we must
also have some information on projected ‘“availables.” Two considera-
tions demand greater emphasis than they have received. First, the
magnitude and direction of differences between “requirements” and
“availables” are of considerable importance. If “availables” will ex-
ceed “requirements” for widgetmakers by 1970, the implications differ
markedly from the opposite case. Second, not only is the magnitude
and direction of differences between “requirements” and “availables”
at a particular moment of time, important, but so are these differences
beyond the projection date. For example, if by 1970, because of a
strong upward trend, there are thousands of people who are training
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to become widgetmakers and who will graduate in 1971 and there-
after, this presents quite a different situation than if the number of
graduates will be negligible in 1971 and thereafter.

Alternatively, if we begin with projections of “availables,” then
information on “requirements” is also necessary. Similarly, projections
of “requirements” in 1970 and also beyond are necessary for decision-
makers to select the best response. So far as I can tell, no explicit
attention has been paid to the “permanence” of changes in either
“requirements” or ‘“‘availables.”

We turn next to responses. Some responses to implicit projections
of Type 3 (R-A) can be expected to occur naturally through the
normal operation of the labor market. As (R-A) widens, for example,
some widgetmakers who might have earlier left the occupation may
return, or more people may decide to take training, or employers may
institute more training programs. On the other hand, employers may
find it more efficient to economize on widgetmakers through the sub-
stitution of more machinery, for example. In contrast to these re-
sponses, some of which are allegedly too slow, a number of additional
responses may occur as a result of publication of the Type 3 projection.
These additional responses occur in the private sector because infor-
mation is more widely available and in the public sector through man-
power programs.

Responses of these kinds, (+ B), when incorporated into a Type 3
projection (R-A), turn it into a Type 4 projection [(R-A) == B]. To
know whether the incorporated responses include only ‘“natural” ones
or also projection-induced responses is most important. In either case,
the publication of a Type 4 projection is likely to generate an alternate
set of responses than would a Type 3 projection, even if users are in-
formed of the nature of the differences between them. With a Type
4 projection, particularly where it is known to reflect government
actions, some users might turn the projection to their own advantage
by moving counter to it. By way of example, employers might begin
to curtail their training programs in expectation of a stepped-up gov-
ernment training program.

Before considering the case of projected “actuals” (Type 5), we
can take stock of this discussion by posing several questions. First,
can we say with any certainty whether projections of “requirements”
or “availables” are more firm? For example, it is possible that “re-
quirements” projections may be more firm if substitution possibilities
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among various types of labor or between labor and capital are rela-
tively limited. But at present we do not know if this is so. However,
we must determine the answer, because it suggests the efficient place
to seek response patterns. Second, how accurate are projections of
“requirements” likely to be? There now exists no method by which
this accuracy can be determined, on either an ex ante or ex post basis.
If “requirements” projections are subject to large errors, these errors
will be greatly magnified in Type 3 projections and will probably in-
duce unnecessarily large over- and under-responses once they are pub-
lished. Such responses may prove to be considerably less efficient than
the inefficient responses the projections are designed to eliminate. And
third, what kinds and what amounts of responses occur naturally, and
what kinds and what amounts are induced by the publication of pro-
jections? Again, we have virtually no information on this point. If
nobody pays any attention to projections, then the task of making
projections will be simplified by the elimination of projection-induced
responses. On the other hand, non-use of projections might be good
reason for suggesting that they be set aside.

If instead of making projections of the first four types, Type 5
projections of “actuals” are being made, how should decision makers
treat them? Suppose that the use of 10,000 widget-makers is projected
for 1970, under stated conditions of employment, and so forth. By
comparing this number with the numbers of persons currently engaged
in widgetmaking, one can see that a change in employment will occur.
This information could be used in a variety of ways. At one extreme,
everyone might accept the projection as inevitable, and so they would
not respond in any special way. More likely, some responses would
occur. If government made the projection, it might attempt to insure
fulfillment of the projection by appropriate manipulation of manpower
policies. Or individuals might respond by attempting to move into the
more rapidly growing occupations. If this should happen, there is no
guarantee that the responses would not be too large or too small, or
indeed any different from what might have occurred anyway. But if
over-responses were anticipated by some individuals, they might decide
to move into occupations where under-responses would be expected to
produce a relatively tight labor market. In short, most anything could
happen, and so there is no guarantee that the projected “actual” will
look anything like the observed figures for the projection year.
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CURRENT PRACTICES

Having noted various types of projections and commented on their
uses, I turn now to an examination of current projection practices.
This examination is confined to labor force projections and to pro-
jections of employment for broad occupation and industry groups, as
supplied by the major producer, the Bureau of Labor Statistics (BLS).

For these two classes of projections, it appears that BLS projects
“actuals” rather than anything akin to “requirements,” despite use of
the “requirements” terminology. In the case of total labor force pro-
jections, there can be little question but that “actuals” are projected;
nowhere are “requirements” referred to. On only one point could
there be any ambiguity, and this is with respect to employment. The
total labor force projection is based on, among other assumptions, that
of high level employment. If this assumption holds, then the pro-
jected labor force should equal the observed figure. Likewise, the
projected employment total should equal the observed figure. Now, the
projected employment figure can and sometimes is viewed in a special
way, as a “requirement” to achieve full employment, but this is not the
customary way that BLS uses the term. Were some other lower level of
employment assumed, the logic of calling the projected employment level
a “regpirement” would probably disappear. In conclusion, then, both
the projected labor force and employment totals are in no sense ‘“re-
quirements,” but rather represent an inevitable outcome of the eco-
nomic environment that the projection is attempting to capture.

In the case of broad occupation and industry projections, the situ-
ation may be slightly different. Given the aggregate employment pro-
jection, one can inquire what distribution of employment among occu-
pations and industries is implied by the assumed level and composition
of final demand. A particular distribution or possibly even several
might satisfy these assumptions. But whether one gains anything by
calling this distribution a “requirement’” is not clear; it would be more
precise to note that it is a distribution implied by the assumptions and
nothing more. On the other hand, the distribution of skill levels among
the projected labor force total might or might not agree with the pro-
jected distribution of employment openings, even though total labor
demanded (employment) equals total labor supplied (total labor force
less armed forces and unemployment). Actually, some of the discrep-
ancy might be taken up through a redistribution of unemployment, but
there is no way of knowing from the projection itself what the outcome
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will be. Again, whether in this context anything is to be gained from
calling the distribution of employment openings a “requirement” seems
questionable.

Instead of regarding the aggregate employment projection as a
given, it can also be viewed as a variable. If occupation or industry
employment totals are projected individually under expected production
techniques, they might when aggregated exceed, equal, or fall short of
the employment total derived from the labor force projection. In addi-
tion, the distribution among component groups could be quite different.
Given the fact that these employment totals are independently pro-
jected on the basis of expected demand conditions and production
techniques, one might wish to label the results as ‘“requirements,” in
contrast to the projections of ‘“availables” derived from the indepen-
dently made labor force projections. (Unfortunately, the labor force
projections are specified by age and sex only, and not by occupation
or industry.) It would be necessary then to choose between these two
projections or to invoke some theory to show how the responses of
both B and C types would produce the “actuals.”” But such is not
the practice. Work proceeds from the aggregate on down, presumably
because of the greater availability of data. This means, however, that
the broad occupation and industry projections are by their very, nature
projections of ‘“actuals” rather than ‘“requirements,” except in the
very special senses noted.

MEANING OF “REQUIREMENTS”’

To the extent that users have attached much significance to the
term “requirements” in projections, they have probably been led astray.
This does not mean that the concept of “requirements” has no place
in the work on projections. It does, but the task is one of developing
and sharpening its meaning.

Although perusal of the literature on projections provides little
help, let me try to suggest several possible definitions of “requirements.”
(1) We might define “requirements” as indicating the numbers of
workers needed to maintain the existing pattern of relative earnings
differentials. (2) We might define it as reflecting the numbers of
workers needed to maintain the existing pattern of rates of return in
different occupations. (3) We might define it, to shift the emphasis
slightly, as the numbers of workers needed to equalize rates of return
among occupations. The implications of each of these or still other
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definitions of manpower “requirements’ are obviously quite different.
And they differ in turn from current practices, which completely fail
to specify the sense in which levels and distributions of manpower
are “required.”

For example, “requirements” (or “actuals’) as projected currently
would presumably reflect the impact of differential increases in earn-
ings levels arising from the competitive forces set off by differential
patterns of growth in “requirements;” they would also indicate chang-
ing relative costs of education and training. But maintaining the
relative pattern of rates of return would impose a particular kind of
constraint on changes in relative earnings patterns and on training
costs and thus might produce a quite different level of “requirements.”
On the other hand, equalizing the rates of return would provide for
differential movements in both earnings and costs, but constrained in
such a way as to reduce existing differentials.

This by no means exhausts the possible ways of defining “require-
ments.” Other limits could no doubt be devised. Each would provide
a slightly different view of the quantitative implications of projected
manpower “requirements.” Which one is most useful depends, as al-
ways, on the problem at hand. But there is no reason for not experi-
menting with some of these other definitions, so as to help get a better
grasp of the whole subject of projections.

CONCLUSIONS

This discussion has been devoted primarily to occupational rather
than labor force projections. This is not because all the problems of
labor force projections are resolved, but with the work of Bowen and
Finegan, Dernburg, Cain, Easterlin, Mincer, and Tella, some of the
difficulties are being rapidly laid to rest.

The present state of the art and science of occupational projections
is a much more chaotic one. There remain substantial gaps in our
notions about what projections are intended to accomplish, how they
are to be made, how they are to be used, and how they are to be
evaluted. And yet there is a growing abundance of projections avail-
able, with many more no doubt on the drawing boards right now.
Instead of pushing ahead with these, we must set ourselves the task
of learning more about how labor markets operate, the nature of the
forces shaping the demand for and supply of labor, and the kinds and
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dimensions of the equilibrating forces which are at work. Only then
can we begin to say intelligent things about manpower policy.

It is easy for economists, manpower experts, and others on the side-
lines to take the projectors to task for the sins and omissions of their
trade. They have a job to do which they are carrying out with the
concepts and tools at hand. These concepts and tools remain both
primitive and inadequate, largely because we as a group have given so
little of our time and talents to help shape some new ones.



DISCUSSION

HERBERT E. STRINER
The W. E. Upjohn Institute for Employment Research

As Professor Hansen has indicated in his fine paper, during the
past few years we have witnessed a phenomenal spurt of interest
among policy-makers and labor economists in the art and science
of manpower projections. I suppose this is due to at least three reasons.
First, there is the desire, in every field of endeavor, on the part of
intelligent men to be able to peer into the future and foretell events
to be. Second, there is the more pragmatic reason growing out of
avowed public policy to deal more effectively with problems of un-
employment, skill-shortage, or obsolescent vocational education cur-
riculum. Third, is the public frustration growing out of the obviously
inadequate state of the art of “peering,’ given the increased demands
for good practitioners of this artform. Professor Hansen’s paper begins
to move in the direction of revealing to the parade watchers that, in
all truth, the Emperor has almost no clothes on! I hope, in these
brief remarks, to remove the last shred of doubt. If we are honest
with ourselves and answer the question which Professor Hansen asks,
though he puts it in the form of a declarative sentence, we must
address ourselves to the simple and straightforward problem of how
well we are able “to increase the stock of knowledge about future
labor market conditions and thereby to improve the level of decision-
making on the part of workers, potential workers, counselors, em-
ployers, educator-trainers, and manpower planners.” In all honesty
I think we have to admit that, though we are not complete failures
in achieving this goal, we are falling far short of the mark. The real
tragedy is that we are failing during a time when the marginal cost
is particularly high for just those groups in the labor force who can
do very little for themselves, the hard-core unemployed, and also when
our own professional myopia tends to restrict the effectiveness of
available projection techniques. Our continued emphasis on method-
ology is in part a retreat from reality and in part a relatively high-cost
exercise in Talmudic debate.

In his discussion of Bureau of Labor Statistics projections, Professor
Hansen makes it quite clear that BLS projects “actuals” rather than
anything akin to “requirements,’ despite use of the ‘“requirements”
terminology. Thus, as Hansen correctly concludes, . . . then both the

21
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projected labor force and employment totals are in no sense “require-
ments” but rather represent an inevitable outcome of the economic
environment that the projection is attempting to capture.”” Now, if
we were all atomic physicists, I suppose we could celebrate this achieve-
ment of building a self-sustaining reactor, but this isn’t the objective
we have established for ourselves. Unhappily, unless there is a change,
given the data we have continued to accept for massaging purposes,
and the careful methodological rational we have constructed, we will
never be able to meet our professional responsibilities. To do what
we have set out to do, we must leave the comfort and solace of aggre-
gated, national data and move into the muck and mire of disaggregated,
local labor market data. Fellow economists, this is where the action is!
When we talk about workers, counselors, educators and employers, we
are talking about Chicago, Milwaukee, Fresno, Hoboken and Tampa.
When we look at Hansen’s Type 4 manpower projection relationship of:

[(R=Bgr) — (A =Bi)],

the response B on the ‘“Requirements” or “Availables” side takes
place in a local labor market. And this local labor market is not
some esoteric, removed, Platonic ideal. And, we can’t move, by skillful
manipulation of national, broad occupation groupings, from a national
level to a situation in San Francisco without losing a great deal of
practical meaning in the translation process. To begin to be of help,
we must begin to insist that our major manpower agencies provide the
sort of local labor market information we all know is necessary to do
the job we claim we are doing, or capable of doing, depending on how
honest we are.

Now that I have made these general statements allow me a few
brief qualifications. I suspect that if we are concerned with projections
we really have to differentiate between two types of problems. The
first has to do with the type Professor Hansen’s paper deals with, the
relationship between ‘“Requirements” and “Availables,” and the type
where, even given good “R” and “A” data, its operational value must
depend heavily on whether it is broken down sufficiently by labor-
market areas. Thus far, I have alluded to this second type of con-
sideration, due largely to the fact that it has been accorded scant
attention in Hansen’s paper as well as most others and also because it
is, I feel, of increasing policy-making significance. I do not, however,
believe the local factor is equally important for all skill categories.
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National projections of demand and supply concerning physicians,
lawyers, or professor of industrial relations are far more acceptable
to me than those for dental lab technicians, carpenters, nurserymen or
firemen. A university in Cambridge, Massachusetts, is producing for a
national market a product which is highly mobile. A vocational school
in Atlanta designs curricula and establishes capital and teaching budgets
on the basis of an estimated local labor market. MDTA programs are
geared to meet the needs of local areas and are set up on the basis of
local information. And, where that local information is lacking or mis-
leading, an important training program is affected. Several years ago
in a major metropolitan area, an effort was made to establish an
MDTA photo-offset, multigraph and printing program in a vocational
school. The local Employment Service was called upon to certify the
high probability of placing its one hundred or so graduates. Since the
number of job orders in the E.S. office were only seven at that time,
this certification could not be supplied. A canvass of the industry in-
dicated between 300 and 500 vacancies. The shortage in this city
continues, and there is still no expansion of this type of vocational
program in the public schools.

What are the implications of these types of situations for Professor
Hansen’s paper? Do we lack methodology or do we lack meaningful
numbers? Depending on which it is, we as a profession must develop
a different strategy affecting the allocation of our resources. Let me
take one area of manpower projections which can illustrate this point.
Factory substitution or the trade-off trend, by three-digit industry, be-
tween manpower and capital equipment is of utmost importance if we
are to project changing manpower requirements. We cannot at present
come up with any real insight into this relationship. Why? We have
the technique. The input-output table, or interindustry matrix, con-
structed on a biennial, or annual, basis, sufficiently disaggregated will
provide this information. It is possible, also, to have local tables con-
structed which reflect true local one-to-one relationships. But we have
only national tables for 1947 and 1958. The problem here, as else-
where in the projection field, is that we have not been sufficiently
militant in our demands for more meaningful local, disaggregated
data. Nor have we used our organized resources sufficiently to demand
the increasing availability of data already gathered but being withheld
from the public by overly protective government agencies. For those
in the audience who are new to the “numbers game,” let me advise a
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week’s visit to the data gathering and production agencies in Wash-
ington in order to discover:

A. Large amounts of data in the manpower freld not now available
to researchers, and

B. Real differences of opinion, not only between agencies but
within an agency, on the desirability of releasing such man-
power data to the public.

The most interesting aspect of this is the degree to which increasing
demands being levied on us for more meaningful manpower projections
are beginning to bring about the development of somewhat different
functions for various manpower agencies. Though no stranger to the
field, the Bureau of Employment Security, in its new endeavor to
develop techniques for measuring local job vacancy situations, may
begin to fill a need not now being met by other more traditional man-
power data organizations. In addition, a growing relationship between
government and private research organizations will begin to have its
effects on our manpower projection programs. Contracts and grants
from the Office of Manpower, Automation, and Training, U. S. Depart-
ment of Labor, to the National Bureau of Economic Research and the
National Industrial Conference Board have and are supporting efforts
to develop more meaningful local as well as national labor force and
occupational projections.

The value of Professor Hansen’s paper at this juncture is to draw
this audience’s attention to the need to allocate more of our efforts to
fundamental questions about labor market operations and the forces
shaping the demand for and supply of labor, and less effort to the
development of more projections. Before we project, we should
reflect! This message emerges from Professor Hansen’s paper. But I
failed to note an effort to draw the reader’s attention to the need to
relate projections to local, disaggregated phenomena. We really must
face up to our continuing error of omission on this item. Perhaps
each paper written on projections should end with a Cato-like admoni-
tion, not that “Carthage Must Be Destroyed!” but that ‘“Projections
must deal with problems that exist, not as our available data cause
us to restructure the problems.” And, perhaps before we, as a pro-
fession, issue reports on the sad state of government projections, we
should ask ourselves how many of us have aided and abetted such
reports and have not had the courage to reveal that in reality the
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Emperor’s clothes are indeed not there. Perhaps, at least in part, as
that great American, Pogo, has so well put it, “We have met the enemy
and they are Us!”

SoL SWERDLOFF
U. S. Department of Labor

I am pleased to have the opportunity to discuss Lee Hansen’s
very thoughtful paper. He has raised some interesting questions and
I am glad that he has emphasized conceptual problems. I agree with
some of the points that he makes but I would like to take issue with
others.

I agree with him that we should work towards improvements and
adaptations to existing approaches that would bring current practices
closer to some “ideal” approach (if we could decide precisely what this
was). I agree that projections should include a clear statement of
what it is that is being projected and a detailed explanation of the
analytical model used. Furthermore, I agree that the assumptions
underlying the projections should be made explicit so that they can
be evaluated by the users and an alternative set of assumptions should
be explored to help assess the sensitivity of the projections to the
specific assumptions selected.

In making those points I hope that Lee is not inferring that pre-
vious projections have not attempted to do this. I note that in the
Bureau’s latest projections prepared for the Automation Commission,
the assumption used was a 3 percent unemployment rate. It reflected
a specific GNP and its distribution for the projected year. It had a
specific assumption of defense expenditures. Moreover it provided an
indication based on past relationships of the effect of a difference of 1
percent in the unemployment rate, that is from 4 to 3 percent, on
industry employment. As another example, in the projection for
primary and secondary school teachers, the effect of a change on
teacher requirements of a different assumption of teacher-pupil ratios
is given.

Alternative assumptions and projections can indeed provide valuable
guidelines for the user of the projection. To many users, however,
particularly the less sophisticated, alternative projections tend to be
confusing and of little use unless some clues to the most reasonable
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estimates are provided. Moreover, in making projections, alternatives
multiply geometrically and the end product may be a very large number
of possible future estimates, of interest only to a few technicians.

I am much concerned with the question running throughout his
paper as to whether manpower projections are in fact worthwhile. He
speculates on the possible “negative” benefits of projections. I say,
what negative benefits? If projections are merely a tool, a piece of
information that decision makers can use or change or not use at all
if they have better information, I wonder if there can be a negative
benefit. Even the implicit projections which he says all decision makers
are generating are not pulled out of the air; they must be made. I
cannot envision that a very large percent of decision makers or other
users are likely to make implicit projections that are more carefully
thought out or consistent than those being developed and published.
Certainly not the counselors in schools, or the program planners at the
Job Corp, or the officials of most individual companies, or even those
persons who might find helpful an appraisal of the adequacy of the
present and perspective supply of manpower in developing policy by
government and industry with respect to such matters as recruitment,
development of supporting workers, scholarships, expansion of research
programs, etc.

Nor do I agree with his contention that one can decide whether the
explicit projections now supplied deserve higher marks than the im-
plicit projections of decision makers only by ‘“comparing the quality
of decisions made under each situation.” I would argue that this could
only be determined by comparing the quality of projections themselves.
One can make bad decisions on the basis of good projections and vice
versa.

The paper also complains that general purpose projections “ill
serve the needs of specific groups of decision makers.” Of course, no
one set of projections can answer all needs but they might pinpoint
problem areas, for consideration of decision makers. Using these sets,
other projections can be made to answer specific questions, and have,
for example the manpower requirements to meet certain goals such as
mental health, space, or highways when added to other demands of
specialized manpower. In view of the need for projections for use in
specific problems, I wonder why the paper urges the holding off of the
many new projections now being developed, many of them special
purpose projections to meet specific needs.
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Much of the paper is concerned with describing types of projections
and the definition for “requirements.” I think that almost all of the
types of projections mentioned have been made and can be illustrated.
They have different uses and I agree should be clearly defined when
published. Part of the discussion I believe is a matter of semantics.
Should our projections now labeled as requirements be relabeled as he
indicates ‘“distributions implied by the assumptions?” Does this add
anything for the user? Furthermore, is it not a requirement, if our
goal is to achieve full employment by the assumed patterns of demand,
e.g., so much investment, so much consumption, so much government
spending, etc.? Since there are a variety of patterns of demand, we
could have different patterns of manpower requirements. One pattern
of demand may be more reasonable to expect than others and, if so, the
manpower needs associated with it could be considered requirements
under a reasonable pattern of demand.

Nor do I find the suggested definitions of requirements made in the
paper particularly practical or useful in developing or using projections,
although they are interesting on which to speculate on a theoretical
basis. His suggestions of defining requirements as indicating the
number of workers needed to maintain existing patterns of relative
earning differentials or to maintain existing patterns of rates of return
in different occupations, or to equalize returns among occupations all
seem to imply that occupations are indefinitely interchangeable without
regard to the technology of each industry. In fact, technology does
impose limitations. Earnings are not the only determinant of occupa-
tional structure either from the employer or job seeker viewpoint.

Lee says “that we should learn more about how the labor market
operates before pushing ahead with projections to help manpower
planners.” Certainly, we must learn more about the forces shaping the
demand and supply of labor, but manpower problems exist zow and
must be attacked zow. We have come a long way towards developing
an active manpower policy with the MDTA, the anti-poverty legisla-
tion, the Vocational Education Act, etc. Their total success perhaps still
is to be measured, but I do not think that we have to wait as the paper
says to “begin to say intelligent things about manpower policy.”

Furthermore, I believe that manpower projections are not nearly
as “chaotic” and the tools nearly as “primitive and inadequate” as Lee
seems to infer. Considerable work is now going on in government,
universities, and other research groups both in this country and abroad
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in developing and improving methodologies. Research and experiments
are being conducted in such techniques as input-output analysis, eco-
nomic model building, use of employer forecasts, factor analysis, etc.
or combinations of these techniques.

I do join with him in the plea that economists, manpower experts,
and others help in improving the concepts and help develop the tools
and provide the research and information needed to produce more use-
able projections.

In this connection, I might mention that in the forthcoming Feb-
ruary 1966 Monthly Labor Review, I have an article which raises some
additional conceptual problems and suggest some research and data
needs for making manpower projections.

THomMAs F. DERNBURG
Oberlin College

Recent research by Alfred Tella, by Bowen and Finegan, and by
Kenneth Strand and myself confirms, beyond a reasonable doubt, that
for most groups in the population labor force participation fluctuates
positively with respect to changes in labor market tightness. It is be-
cause of this circumstance that the actual observed labor force partici-
pation rates make poor data points from which to project the full-
employment labor force of the future. In his paper Professor Hansen
has taken note of this difficulty and he has accordingly presented us
with the challenge to provide alternative sets of projections that are
based upon assumed unemployment rates, in the projected year, of
three, four, and five percent respectively. It is my purpose in this
discussion to accept Hansen’s challenge and to present such a set of
projections for 1970 with the purpose of showing how the projections
are affected by differences in the degree of labor market tightness.

The estimates that are provided in the accompanying table are
based on monthly data that cover the period 1953-1962. Without
entering into detail as to how the original statistical model was specified,
suffice it to say that we have been able, for each of the fourteen groups
represented in the table, to derive an equation of the form:

Li=ay + ayE + agPy + agP + €y, [1]
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where L; represents the adult civilian labor force in group i, E is total
employment, P; is population in group i, P is total adult civilian popu-
lation, and e; is a residual error term. Seasonal variation having been
accounted for, equation 1 divides the sources of variation in labor force
participation into the classic time series components—cyclical, secular,
and random. Cyclical variations in labor market tightness are accounted
for by variations in employment, while long term changes are reflected
in movements in Py and P.

Adding the fourteen equations together, and ignoring the error
terms gives,

L= (ani) -+ (Eau)E -+ (EaglP,) -+ (Eaai)P. [2]
Next we define the “criterion function,”
E=(1-14)L, [3]

where {1 is any arbitrary unemployment rate we choose. When this
criterion function is substituted into (2) it appears that total labor
force may be projected as a function of the projected Py’s and P, and
the arbitrary criterion unemployment rate, . Let this projected labor
force be denoted as L*. Upon substitution of L* into the criterion
function we obtain the associated employment level, E*, and when E*
is substituted into the fourteen equations 1, together with the appro-
priate P; and P, we obtain the individual group projections, Li*.

As can be seen in the table, it clearly makes a difference which
criterion rate we choose. The difference is negligible for central-aged
males where participation is insensitive to the business cycle. However,
for young people, old people and women, the differences are substantial.

Although the labor force difference between i = .05 and 4 = .03
is a sizeable 1.4 million, the really striking difference is in the asso-
ciated employment levels. If the unemployment rate in 1970 is 3
percent and the projections are correct, the associated employment
level will be 84.2 million. On the other hand if the unemployment rate
is 5 percent and the projections are correct, the level of employment
will be 81.1 million and this implies a difference in employment between
the three and five percent projections of 3.1 million. The enormity of
these differences certainly supports Professor Hansen’s view that alter-
native projections based on different assumptions as to the degree of
labor market tightness are necessary.

In conclusion it should be noted that methods of the kind utilized
in making the present set of projections have the advantage that the
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Projections for 1970 of the Adult Civilian Labor Force
Under Alternative Assumed Unemployment Rates

1=.05 1=.04 1=.03 BLS
Male
14-19 4,702 4,836 4,971 4,705
20-24 6,688 6,727 6,769 6,410
25-34 11,230 11,233 11,236 11,340
35-44 10,372 10,367 10,363 10,535
45-54 10,657 10,666 10,675 10,658
55-64 7,367 7,352 7,337 7,383
65 and over 1,832 1,893 1,954 2,108
Female
14-19 3,596 3,719 3,844 3,400
20-24 4,198 4,216 4,234 4,255
25-34 5,600 5,640 5,680 4,885
35-44 5,856 5,925 5,997 5,550
45-54 7,048 7,130 7,214 6,673
55-64 4,810 4,892 4,976 4,267
65 and over 1,462 1,512 1,562 1,091
Totals
Male 52,848 53,074 53,305 53,139
Female 32,570 33,034 33,505 30,121
All 85,418 86,108 86,810 83,260
Employment 81,148 82,665 84,206
Differences 1(.03-.04) 11 (.04-.05) 1(.03-.05)
Labor Force 702 690 1,392
Employment 1,541 1,517 3,058

projections that they generate may be compared with the actual out-
come. For example, if in 1970 the actual unemployment rate is 3.8
percent, that rate, together with the observed 1970 population values,
may be substituted into the model. The resulting predicted labor force
levels may then be compared with the outcome and the source of error
may be identified.



II

MANPOWER POLICIES AND
PROGRAMS

Peter Henle, Chairman



THE ROLE AND LIMITS OF NATIONAL
MANPOWER POLICIES

Arnorp R. WEBER
University of Chicago

Both public investment and professional interest in manpower
policies in the United States have increased sharply in the last five
years. If “automation” is the scare word of the decade for those who
study or participate in the labor market, the term “manpower policy”
may be prescribed to calm the nerves of the distraught and offer some
comfort for the future. As an index of the burgeoning interest in man-
power policies, it is significant to note that three sessions and the
Presidential address at least year’s convention of the IRRA were devoted
to this topic. Scarcely a week goes by without some assemblage of
experts pushing, examining or climbing on the bandwagon. Clearly,
labor economics is in the middle of the biggest gold rush since the
discovery of the backward-bending supply curve.

Against this background, the term “manpower policy” is almost as
difficult to define as it is to say something original bearing on the topic.
On the first count, “manpower policy” is used here to denote those
governmental measures that are designed to improve the operation of
the labor market and the economic performance of those who are not
adequately served by the conventional market mechanisms. This defini-
tion has no special claim to superiority over the others that have been
formulated, but it does have the distinguishing characteristic of focus-
ing attention on the labor market as the primary arena within which
such policies are tested and implemented.! Thus, programs that deal
with general education, mass transportation and the stability of Negro
family units may have substantial indirect effects on labor market
behavior; however, they encompass other, primary objectives that are
socially or economically desirable in their own right.

On the second count—that of originality—we all court this quality
despite the obvious deficiencies of the subject matter or the scholar.
One observer, drawing on his long career as a spokesman for the medical
profession, noted that, “In our civilization much kudos still attaches

1Harbison, for example, defines manpower policy “in its broadest terms
as being concerned with the development, maintenance and utilization of actual
and potential members of the labor force.” Frederick Harbison, “Critical
Issues in American Manpower Policy and Practice,” Proceedings of the

Seventeenth Annual Meeting of the Industrial Relations Research Association,
1964, p. 216.
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to being first in many activities in our lives, from new inventions to
the elimination of virginity.” 2 Originality is particularly difficult to
attain in an area where the generation of hypotheses can barely keep
up with the establishment of new programs and the available data
probably will support neither. At this point, the law of comparative
advantage calls for a period of stock-taking and some attempt to
determine the probable limits of manpower policies in influencing labor
market developments in the United States.

THE BACKGROUND FOR CURRENT MANPOWER POLICIES

Until the last five years, manpower policies as defined above have
attracted only modest attention. The traditional government emissary
in the labor market has been the public employment service, which has
had a checkered career beginning with its establishment as the Division
of Information of the Bureau of Immigration through its marriage to
the Unemployment Insurance system in the 1930’s.® Besides survival,
this agency has largely been concerned with the collection and dis-
semination of labor market information and the job placement of un-
employed workers. It flourished only during periods of national crisis,
such as depressions and wars. The expansion of the public employment
service in time of depression reflected the belief that much unemploy-
ment was the result of inefficient systems of labor market information
and could be eliminated if job vacancy data could be collected and
distributed through some central agency.* On the other hand, during
periods of war, the employment service functioned as an important
manpower institution with powers to influence the allocation of labor
in the light of national objectives.® However, when grandma exchanged

2 Dr. Morris Fishbein, “The Evolution of Medical Journalism in the United
States,” a speech delivered to the International College of Surgeons, November
10, 1964. I am grateful to my colleague Professor David Green, Jr. of the
Graduate School of Business of the University of Chicago for his sharp eye
for quotations which have a special relevance to academic endeavors.

2 For a history of the public employment service see, “The Public Employ-
ment Service System, 1933-53; A Brief History,” in Readings on Public
Employment Services, compiled for the Select Subcommittee on Labor, Com-
mittee on Education and Labor, House of Representatives, 88th Congress, 1964.

*This theory can be traced back at least as far as the early 1900’s and was
espoused by William Leiserson, among others. See Michael Eisner, “William
M. Leiserson and the Concept of the Organized Labor Market,” unpublished
manuscript, 1965. Eisner wrote this article on the basis of a detailed analysis
of Leiserson’s papers.

"For experience during World War I see Grovenor B. Clarkson, Industrial
America in the World War, Boston: Houghton-Mifflin, 1923, Chapter VII.

Experience during World War II is described in Readings on Public Employ-
ment Services, op. cit.
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her welding torch for knitting needles the employment service reverted
to its customary limited role.

If government efforts to improve the operation of the labor market
have ebbed and flowed in response to immediate economic circum-
stances, programs for preparing job seekers for employment have re-
vealed a comforting insensitivity to changes in the market environ-
ment. The initial foray of the federal government into the area of
vocational training resulted in the Smith-Hughes Act of 1917, which
was designed to further training in agriculture, home economics and
industry. This act was amended in 1936 and 1946 and left its stamp
on government policy until the late 1950’s.8

As they developed, federal programs for the encouragement of vo-
cational training had two general characteristics. First, they were
aimed primarily at young people preparatory to their entrance into the
labor market-—or the kitchen. That is, most of the aid was earmarked
for the financing of high school courses in the prescribed areas. Second,
there was no attempt to link these programs to the labor market on
the basis of current developments or anticipated trends. To the con-
trary, government programs were moving against the tide. As late as
1961, 78% of the enrollees in high school vocational education pro-
grams that enjoyed federal support were being trained in either home
economics or agriculture.”

The only time that government training efforts were closely respon-
sive to labor market needs was during World War II. By the end of
1944, nearly fourteen million workers had been trained for jobs in war
production under six general programs conducted by the Bureau of
Training of the War Manpower Commission in cooperation with the
U. S. Office of Education.® Once the war was concluded, the former
pattern was restored and except for the National Defense Education
Act of 1958 little effort was made to relate training to a comprehensive
manpower policy.

°Sar A. Levitan, Vocational Education and Federal Policy, Kalamazoo,
Michigan: W. E. Upjohn Institute for Employment Research, pp. 14.

7Ibid., p. 5.

8 “Training of War Workers Under Various Programs,” Monthly Labor
Review, December, 1944, pp. 1237-1238. The six programs and the number of
enrollees for each were as follows: Vocational Training for War Production,
6,700,000; Food Production War Training Program, 3,200,000; Engineering
Science and Management War Training, 1,600,000; Training Within Industry,
1,440,000; Apprentice Training Service, 1,000,000; National Youth Administra-
tion (suspended 1943), 770,000.
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MaNPOWER POLICIES IN THE SIXTIES

Against this background, what were the factors that created a re-
newed interest in manpower policies and how have the policies of the
sixties differed from those that were implemented in the past?

The interest in manpower policies has been kindled by a variety of
economic, political and social factors. The first flicker of concern was
associated with what might be characterized as the great automation
scare of the late fifties and early 1960’s. Beginning with the hearings
of the Joint Congressional Committee on the Economic Report in 1955,
the public was subjected to a steady stream of black portents. Auto-
mation, no matter how ill-defined it might be, was the precursor of a
“silent revolution” that was transforming the economic landscape.
While the new technology promised great benefits it was also a potential
job destroyer that threatened to leave widespread unemployment in
its wake.® These comments are not meant to depreciate the potential
impact of current technological change on employment and other im-
portant aspects of economic welfare. Nonetheless, at this point it must
be noted that the dire consequences predicted by the first generation
of automation-watchers generally have not been realized.l®

The impressive performance of the economy in the mid-sixties
could not be foretold by these early observers. Instead, they saw a
chronic unemployment rate in excess of five per cent that was resistant
to both Republican and Democratic blandishments. The preoccupation
with automation, however, pointed to a more scientific solution. That
is, if automation was eliminating unskilled jobs it also was creating
new opportunities at the higher rungs of the occupational ladder. The
remedy for this structural deficiency in the labor market clearly was
some program that would bridge the gap between the displaced workers
on the supply side and the new jobs that otherwise might go begging
on the demand side.

At this point, one of those fortuitous events occurred that served
to crystallize much of the current thinking into a compelling policy
proposal. In quest of new perspectives on the American problems,
Secretary of Labor Goldberg journeyed to Sweden to examine that

° See, for example, Donald M. Michael, Cybernation: The Silent Conquest,
Center for the Study of Democratic Institutions, Santa Barbara, 1962.

1 For a succinct analysis of the impact of automation on the structure of
employment see Ewan Clague, “Technological Change and the Structure of
Employment,” a paper prepared for the O.E.C.D. North American Conference
on Jobs and Automation, Washington, December, 1964.
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country’s manpower policies. Like most tourists, Secretary Goldberg
imputed an ideal quality to his hosts that probably would tarnish over
a longer visit or closer scrutiny.!® At any rate, the Secretary’s visit
helped to reinforce the belief that manpower policies, including strong
doses of retraining, could push the unemployment rate off the bleak
five per cent plateau where it had rested since 1957. Beginning in
1962, the Congressional machines have cranked out a sequence of
legislation that may be directly identified as part of U. S. manpower
policies.

Once the process of legislative enactment was under way, two
additional factors impinged upon the development of national man-
power programs. First, the extended economic boom finally began
to erode unemployment and in 1964 the jobless rate fell below five
per cent. Second, the civil rights revolution burst upon the country
bringing undeniable demands for equality of economic opportunity for
Negroes. The fact that the unemployment rate for Negroes was double
the national figure and was signiftcantly higher for Negro youth had
obvious implications for manpower policies.

This overlay of factors has caused a significant shift in the emphasis
of current manpower policies, even in the short period that they have
displaced James Hoffa as a topic of table conversation among industrial
relations specialists. The initial statement of the new manpower policies
was found in the Manpower Development and Training Act of 1962.

 Many observers have tended to glorify Swedish manpower policies without
any clear justification. Thus, it is often said that Sweden provides a model
for other advanced industrial nationals by retraining one per cent of its labor
force annually. However, in 1963 approximately 40 per cent of the retrainees
were disabled workers while another 40 per cent were women for whom re-
training was often a bridge to service jobs in the market. Apparently then,
only about 20 per cent of the retrainees were “prime” members of the labor
force. Also, a major consideration in the development of Swedish labor
market policies has been Sweden’s unwillingness to rely to any great extent
on the use of immigrant workers from Southern Europe to relieve the pressure
on the labor force in a full-employment economy. This approach has been
taken by other Western European nations such as West Germany, France and
Switzerland. In addition, there are obvious differences in institutional arrange-
ments, size, etc., which limit the broad applicability of Swedish policies to the
U. S. This is not to say that Swedish spokesmen have over-sold their policies.
Rather, foreign observers probably have been too quick to raise Sweden to the
status of a model for emulation. For a discussion of Swedish retraining policies
and experience, see H. E. Hakanson, “Vocational Training of Unemployed Per-
sons,” Swedish National Labor Market Board, 1962, also, Organization for
Economic Cooperation and Development, Labor Market Palicy in Sweden,
Paris, O.E.C.D., 1963, particularly p. 69 dealing with immigration policy. The
data concerning the characteristics of the Swedish trainees were reported in an
interview with H. E. Hakanson of the Swedish National Board and are pre-
sumed to be correct.
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As originally conceived, MDTA reflected the automation-structuralist
diagnosis of unemployment. Accordingly, the major focus was on re-
training displaced workers for specific jobs that were available in the
labor market. In this sense, demand considerations determined the
character of government activities in the manpower area.

With the improvement in the employment situation and the onset
of the civil rights revolution, however, attention was diverted to the
supply side of the market equation. It was now important to improve
the vocational capabilities of the “disadvantaged” groups so that they
might be brought into the mainstream of labor market developments
and share the bounties of economic growth over the long haul. The
connection between manpower programs and the demand for labor was
not broken, but it had been visibly weakened.

This shift in approach was incorporated in the 1963 and 1965
amendments to MDTA and the Economic Opportunity Act of 1964.
The latter program, including the Job Corps and the Neighborhood
Youth Corps, insured that Negro youth, among whom unemployment
is a grave social problem, would get a large share of attention without
explicitly declaring this intention. Meanwhile, the Vocational Education
Act of 1963 launched an attempt to rebuild the nation’s vocational
education system in line with anticipated labor market requirements
while rectifying some of the short-run deficiencies that had been so
starkly revealed by the early experience under MDTA.

This flurry of legislation has added several new dimensions to the
concept of manpower policy in the United States. First, there has been
an effort to integrate vocational education in general and retraining in
particular with programs to improve the operation of the labor market
during a “peacetime” period. Second, training activities have been
related to the needs of mature, unemployed persons as well as new
entrants into the labor market. Third, the MDTA provision calling
attention to the underemployed implies that manpower policies are
now concerned with the process of allocation in addition to simple job
placement.!? And fourth, some measures have been taken to convert
the public employment service from a labor exchange absorbed with the
problems of unemployment compensation claimants into a manpower

2 This emphasis on allocation and the underemployed is included in both the
statement of Findings and Purpose and the criteria for the selection of trainees

included in MDTA. See Sec. 101, and Sec. 202(a).
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agency which plays a key role in the implementation of the new
programs.!3

TuE REcORD OF MANPOWER PROGRAMS

To what extent have the goals of the new manpower policies been
realized? Three years is too brief a period to make any definitive
assessment of the government programs in this area. However, some
interim judgments may be made on the basis of available data.

The record is most complete with respect to the experience under
the Manpower Development and Training Act, which represents the
nation’s basic commitment to an “active’” manpower policy. After
initial difficulties, the program has moved ahead with increased speed.
Between August, 1962 and the end of 1964, 6,667 projects were ap-
proved for a total of 319,711 trainees.!* These figures grossly over-
state the impact of MDTA within this two and one-half year period.
That is, considerable slippage exists in both the number of projects
that actually started and the number of retrainees who successfully
completed their courses. The “hard” figure is the fact that approxi-
mately 91,000 persons graduated from MDTA courses and sallied forth
in the labor market with their new skills. Of the total, about 73 per
cent or 66,000 were reported to have found jobs.!®

These calculations still do not provide a precise assessment of the
contribution of federal training programs to employment. On the one
hand, they do not take account of the drop-outs who left the course to
take jobs related to the content of the training.!® On the other hand,
these figures only measure the gross contribution and do not take into
account the probability that some of the employed trainees pre-empted
jobs that would have gone to nontrainees who consequently remain

18 Statements by E. Wight Bakke and Robert Goodwin, The Public Employ-
ment Service. Hearings Before the Select Subcommittee on Labor of the
Committee on Education and Labor, House of Representatives, 88th Congress,
1964.

* Manpower Research and Training Under the Manpower Development and
Trag'ning Act of 1962, a report by the Secretary of Labor to Congress, March,
1965, p. 177.

”'Igid. Parenthetically, it may be noted that up to December, 1964 an addi-
tional 39,000 persons had enrolled in training programs under the provisions of
the Area Redevelopment Act. If the same completion rate experienced under
MDTA is applied to the ARA programs (73 per cent) and those still in train-
ing are omitted from the calculations, then another 21,000 “successes” are added
to the tally for a grand total of approximately 87,000 workers. Manpower
Report of the President, March, 1965, p. 134.

1®The drop-out rate in MDTA courses has been about 18 per cent.
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among the ranks of the unemployed.!” In any case, the limited
impact of federal training programs is placed in perspective by the
fact that in 1963-64 total employment in the economy increased by
about 2.5 million and in some months seasonally adjusted unemploy-
ment fell by as much as 200,000 workers.

Beyond these aggregate statistics, additional insights may be ob-
tained by an examination of the jobs for which the trainees were pre-
pared. From the inception of MDTA through the end of 1964 approxi-
mately 48 per cent of the enrollees in institutional courses were being
trained for semi-skilled and skilled blue collar occupations, 35 per cent
fell in white collar categories such as semi-professional, clerical and
sales, about 12 per cent were being prepared for service jobs and five
per cent for miscellaneous occupations, many of which were related to
agriculture. Within this period there has been some shift away from
semi-skilled blue collar occupations in favor of jobs in the service
categories.!®

Although the MDTA program has covered over 500 different occu-
pational classifications ranging from programmer to inhalation-therapy
technician, it appears to do greater homage to Henry Ford and Florence
Nightingale than Norbert Weiner. Thus, in 1964 about 50 per cent
of the total trainees were enrolled in courses encompassing ten job
categories with relatively limited horizons. These included automobile
mechanic, automobile body repairman, nurse’s aid and orderly, licensed
practical nurse, general machine operator, welder, typist, stenographer,
general office clerk and cook.!® In view of the time limits on the
duration of the training and the statutory emphasis on “demand”
occupations, it is not surprising that the MDTA administrators have
followed this path.

The content of the training courses determined, in part, the char-
acteristics of the trainees. In this manner, the importance of the
nursing and clerical occupations has meant that a sizable proportion of

 Albert Rees, “Economic Expansion and Persisting Unemployment,” a
paper presented to The University of California Conference on Unemployment
and the American Economy, New York, June, 1965. This point is also raised
by Michael Borus, “The Cost of Retraining the Hard Core Unemployed,” Labor
Law Journal, September, 1965, pp. 574-583.

¥ “Occupational Mobility Through MDTA Training,” Manpower Evalua-
tion Report No. 2, U. S. Department of Labor, March, 1964, p. 2, and Man-
power Research and Training, March, 1965, op. cit., p. 198.

1 Manpower in Research and Training, tbid., pp. 26-28.
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the trainees would be women. In fact, approximately 40 per cent of
the trainees in institutional courses up to 1965 were females.?? It is
true that an equivalent percentage of the unemployed are also women,
but many of them are secondary breadwinners and unemployment in
this case probably will not impose the same burdens on the family unit
as male joblessness. Some evidence that many of the female trainees
fall into this category is provided by the observation that only 36 per
cent of this group qualified for training allowances as the head of a
household.

It is perilous these days to depreciate the talents or rights of
women; but, if the purpose of MDTA was to offer relief to primary
members of the labor force with a continuous attachment to the labor
market it is not clear that the heavy representation of women in MDTA
programs helps to achieve this objective. As noted elsewhere, women
are also heavily represented in Swedish training programs. However,
in that country the over-riding consideration for manpower policies has
been the relief of labor shortages rather than the amelioration of
unemployment.

The “demand” orientation that was initially imposed on MDTA has
also meant that the less saleable elements of the unemployed have en-
joyed only limited participation in MDTA programs. That is, in 1964,
older workers comprised 27 per cent of all unemployed but constituted
11 per cent of the trainees. Similarly, about 19 per cent of the unem-
ployed had less than an eighth grade education while seven per cent
of the trainees fell in this class. By contrast, the median trainee was
between 22 and 44 years of age and had a high school diploma.?2 This
bias has been built into the terms of the statute and the regrettable,
albeit understandable, compulsion of the administrators to bring a
record of instant success to Congress. The consequence of this ap-
proach has been to neglect those groups that may need help the most
within the framework of MDTA and who, ironically, epitomize the
victims of “structural” unemployment.

Those persons who completed MDTA programs generally fared
well in the labor market in terms of subsequent employment. As indi-

2 Ibid., p. 16.

2 Ibid., p. 17. The equivalent figure for males was 65 per cent in 1964. The
significance of the difference between males and females is magnified by the
fact that 12 per cent of the male trainees were under 19 years of age and thus less
likely to be the head of a household while only 6 per cent of the female trainees
were under 19.

#1bid., p. 14.
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cated previously, about 73 per cent of the graduates found jobs shortly
after the completion of their courses. Although these trainees might
have been led out of the wilderness, there is some indication, however,
that many had not arrived in the economic promised land.

No data are available to determine the overall wage experience of
MDTA trainees. Nor is there a public listing of courses actually com-
pleted during a particular calendar period. Nonetheless, a very rough
approximation of the economic potential of the MDTA courses can be
obtained by relating the occupational characteristics of MDTA courses
that were approved in the period 1962-64 to equivalent Census classi-
fications and examining the resultant average annual earnings. Using
this approach and earnings data from the 1960 Census corrected to
1963 levels, the median annual earnings for all trainees would be
$4,506.2% Significant differences were observed for the major occupa-
tional groups. Thus the average annual earnings would be $3,065 for
service occupations, $4,128 for white collar occupations and $5,481 for
blue collar jobs encompassed by the approved MDTA courses.

#The listing of all approved MDTA courses and the numbers of trainees
proposed for each course was obtained from Manpower Research and Training,
op., cit., 1964 and 1965. Multioccupational courses were omitted because it was
impossible to get any meaningful occupational designation for these offerings.
The earnings data were taken from U. S. Census of Population, Final Report
PC(2)-74, Occupational Characteristics, Table 28, “Wage and Salary Income
in 1959 of Wage and Salary Workers in the Experienced Civilian Labor Force
Who Worked 50 to 52 Weeks in 1959, by Detailed Occupation and Sex.” The
content of the training course was matched to the Census classifications through
the use of 1960 Census of Population, Classified Index of Occupations and
Industries. Since the Census earnings data were for 1959 the medians were
inflated by the percentage increase between 1959 and 1963 of the average annual
earnings per full-time equivalent employee in the private economy as derived
from the Survey of Current Business, July, 1964, Table 54.

The expected average annual earmngs derived from this exercise probably
overstate the earnings that a trainee could realistically anticipate. First, the
data used for each occupatxon are average annual earnings. Because the trainees
would lack experience in the occupation they probably would obtain entry jobs
which paid below the average. Second, the earnings data are for 50-52 weeks
of work. As the “green hand,” the new trainee would be most likely to be
laid off if there was any cutback in the firm’s manpower requirements. And
third, where there was any doubt concerning the Census classification that was
most equivalent to the training course the higher paying classification was used.
Thus, there were many MDTA courses for “draftsmen” but the MDTA
graduates probably did not have the range of skills included in the Census
classification. Nonetheless, the MDTA course was equated to the Census
classification. The magnitude of these biases is not known, but it probably is
significant.

As a point of comparison, the average, annual earnings for production
workers in manufacturing in 1963 was $5,180, for all employees in manufacturing
it was $5911. Comparing these figures to the hypothetical earnings of the
trainees indicates that the blue collar graduates would fare relatively well.
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Undoubtedly, much of the difference among the occupational groups
reflects the fact that many of the white collar and service jobs that have
been the focus of MDTA programs are dominated by women. Never-
theless, these rough figures indicate that some of the government’s
energies are being directed to “demand” occupations for which the
shortages appear to reflect low wages more than the dynamic qualities
of the new technology.?* The greatest economic rewards for the class
of workers served by MDTA still seem to lie in the traditional blue
collar sectors. As noted previously, there has been some disposition
to give increased emphasis to service and white collar clerical and
sales occupations within the framework of MDTA.

THE STRUCTURE OF TRAINING

Although the main thrust of federal training activities to date has
centered on the institutional programs whereby unemployed persons
train for specific jobs and then move out into the labor market, other
arrangements have been developed to equip workers with new skills.
Thus increased attention has been given to on-the-job training which
generally is conducted within the practical work environment of a
private firm. The employer’s participation in such an arrangement
supports a high expectation that the program will culminate in a job
for the trainee. Little progress was made in the establishment of OJT
programs during the first 18 months of MDTA. However, in 1964
over 1,000 projects were approved involving an anticipated 27,600
trainees, or 13 per cent of all trainees in all approved MDTA pro-
grams.2® Of this total, about 5,500 actually commenced training.2®
Of greater significance is the fact that the OJT program is beginning
to enlist the cooperation of associations of employers, such as the

# This is consistent with the finding that a large proportion of the vacant
jobs in the service and non-professional white collar categories were unfilled
because of low rates of pay or poor working conditions. V. D. Chavrid and
H. Kuptzin, “Employment Service Operating Data as a Measure of Job
Vacancies,” paper prepared for the National Bureau of Economic Research
Conference on the Measurement and Interpretation of Job Vacancies, 1965.

® Manpower Research and Training, op. cit., p. 177.

28 This figure overstates the progress made in private industry. Two thousand
of the OJT trainees were enrolled in “Project CAUSE” to develop youth
counselers to serve as advisors in the Youth Opportunity Program of the
War on Poverty. Concern may be expressed over the use of funds in one
program to deal with unemployment to train people to staff another program
to deal with unemployment. The multiplier effect of such programs is prob-
ably unlimited.
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National Tool, Die and Precision Machining Association, as well as
individual firms.

At the other end of the scale, a major commitment has been made
to the so-called “multioccupational” projects within the framework of
MDTA. These projects have been responsive to the recent shift in the
emphasis of manpower policies away from demand to efforts to upgrade
the quality of the supply of labor. Drawing largely on school dropouts,
with a heavy representation of Negroes, such multioccupational pro-
grams combine instruction in the basic tools of literacy and “social
skills” with training in a cluster of related, semiskilled occupations.
The approach is probably as much clinical as it is vocational and the
courses may last as long as 72 weeks under the special literacy-training
provisions of MDTA. In 1964, 241 multioccupational projects were
approved for 81,000 persons, or approximately 40 per cent of all ap-
proved training positions.??

In this manner, the changing labor market environment in the past
three years has engendered a structure of training efforts under the
umbrella of MDTA. This structure does not appear to be adapted,
however, to the requirements of an effective manpower policy. That is,
if the three programs were rank-ordered in terms of their relationship
to actual jobs and the expectation of ‘“‘success,” the sequence would
probably be as follows: on-the-job training, institutional training and
multioccupational projects. A strong case can then be made for slotting
those workers with the least likelihood of finding jobs on their own
initiative into those programs with the highest intrinsic probabilities
of success. Instead, the distribution of trainees among the different
programs appears to have been carried out with an opposite effect.
The better applicants in terms of age, education and previous employ-
ment experience have been enrolled in the OJT programs while the
marginal applicant with limited experience in the labor market generally
has been assigned to the multioccupational projects.2® )

It may be asserted that the clientele for the multioccupational
projects require extensive remedial work in basic education and “social
skills” before they could effectively assume full-time employment. But

# Ibid., p. 191. This figure was 47 per cent of all institutional training
positions under MDTA in 1964.

% The analysis is blurred somewhat by the fact that the Project CAUSE
trainees have been included in the published data dealing with on-the-job
trainees. Many of these applicants had college work. But even when all
trainees with some college experience are omitted the quality of the OJT
trainees is significantly better than those enrolled in multioccupational courses.
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certainly, techniques can be developed to incorporate these elements into
an OJT program. Moreover, experience indicates that direct participa-
tion in useful job activity can be at least as effective as lessons in
middle-class deportment in building an individual’s competence and
feelings of self-esteem.

These comments do not mean that MDTA should be dismissed as
another noble but unsuccessful venture in manpower policies. The pro-
gram is still in its formative stage and from the perspective of a cost-
benefit analysis apparently has made a positive contribution to those
who have enjoyed its benefits.2® Nonetheless, its aggregate impact has
been limited, it has not really served those who may benefit most from
government aid, and the structure of the program has not been designed
to best serve different classes of clientele. A second look is necessary
in order to redefine the role of training in national manpower policies,
not merely as they relate to economic and social crises, but over the long
run as well.

MaNPOWER PoriciEs AND THE WAR ON POVERTY

Unlike MDTA, the War on Poverty has gotten off to a fast start,
especially those components that are broadly related to manpower
policies. The Neighborhood Youth Corps has provided 370,000 jobs
for young people while 17,000 persons have been enrolled in 70 Job
Corps Centers around the country3® It is too early to reach even
tentative conclusions except to note that some of the most formidable
enemies of the program have been local mayors, matrons and college
professors rather than the conditions that breed poverty. Nevertheless,
a few preliminary observations may be offered.

First, the Job Corps is similar in concept to the supply-oriented
multioccupational projects initiated under MDTA. The major differ-
ence is that the Job Corps enrollee is placed in a bucolic environment
away from the pressures of the city and home. Aside from an evalua-
tion of the quality of the program, some question may be raised con-
cerning the advisability of placing young people in a highly structured

® Gerald Somers and Ernest Stormsdorfer, “A Cost-Benefit Analysis of
Retraining Programs.” Proceedings of the Seventeenth Annual Meeting of the
Industrial Relations Research Association, 1964.

% As reported in the AFL-CIO News, November 20, 1965 and the Chicago
Sun-Times, December 7, 1965.
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situation in the country in order to teach them how to live in the city.3!
Second, the Neighorhood Youth Corps normally does not promote
training in the formal sense; instead, it has been a vehicle for providing
teenagers with transitional employment, often of a makeshift nature.
The primary objectives of the program have been to persuade these
teenagers to remain in school and to mitigate potential racial tensions.
On the first count, it may be noted that there is some evidence that
the drop-out rate normally increases during periods of high employ-
ment.32 Therefore, an effective program to deal with this group prob-
ably should contain elements that will facilitate the transition to the
labor market as well as those which attempt to reverse the trend.

THE PuBLIiIc EMPLOYMENT SERVICE

As the new manpower policies have taken shape, the public employ-
ment service been given a leading responsibility for their administra-
tion. It determines the occupational areas for MDTA training pro-
grams, selects the trainees and helps place them once the course is
completed. The employment service also has been enlisted in the
War on Poverty and has established a network of Youth Opportunity
Centers to provide a wide range of placement, testing and counseling
services for young people. In addition, with the growing interest in
remedial labor market activities it has been given special responsibility
for a variety of groups ranging from the mentally retarded to released
prisoners and Selective Service rejectees.3® These new tasks have been
superimposed on the traditional duties of the employment service
involving the administration of unemployment compensation and
the placement of the jobless. In this area the employment service
also has sought to expand its activities by improving the quality of
available labor market information, making deeper inroads into the
growing white collar sector and staking its claim as a community “man-
power center.”

Most observers would agree that the public employment service
has not yet been adapted to the demands of administering contempo-

B The quality of Job Corps operations has been subjected to sharp criticism,
particularly from a group of professor-consultants at Rutgers University. See
‘l‘g’ggblems at Job Corps Center?” Christian Science Monitor, November 24,

s"".Beverly Duncan, “Dropouts and the Unemployed,” Journal of Political
Economy, April, 1965.

8«Special Analysis of USES Functions as Included in Statutes, Presidential

Executive Orders and Interagency Agreements,” Bureau of Employment Secu-
rity Documents, 1965.



46 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

rary manpower policies.?* Indeed, one of the most predictable aspects of
analyses of manpower policies such as this is that a plea will be made
to “improve” the employment service. Structurally and financially it
is still closely entwined with the employment insurance system. It is
further hemmed in by cumbersome federal-state relationships. Low
salary levels make it difficult to recruit or retain key personnel,
such as counselors and labor market analysts. Despite some strenuous
efforts, over half of the non-farm placements by the employment
service in 1964 were in the unskilled and service occupations while
less than 5 per cent involved professional or managerial jobs.®> And
there are still major gaps in the employment service’s program for
the collection and dissemination of useful labor market information.

The admonition to improve the employment service is often accom-
panied by suggestions to make this agency the pre-eminent man-
power institution in the country. Such recommendations overlook the
essential pluralism that exists in the American labor market. Thus,
most job seekers have found and probably will continue to find employ-
ment through informal channels. These informal processes are supple-
mented by a variety of private labor market intermediaries such as
unions, private employment agencies and non-profit organizations.
Recognition of this pluralism in the employment process in the United
States means that the important policy issues are not those that focus
on transforming the employment service into some ubiquitous man-
power center. Rather, the crucial questions involve the determination
of the appropriate role for this government agency and the develop-
ment of efficient administrative arrangements.

SoME Poricy PERSPECTIVES

This quick review of national manpower policies gives some indi-
cation of the strengths and deficiencies of present programs. First,
the government’s efforts in this area have been marked by a com-
mendable willingness to experiment with techniques to aid those
workers who are not well served by normal market processes. As a
result, the public’s attention has been drawn in a positive manner to an
important social and economic problem. Nevertheless, in demon-

% For a perceptive analysis of the public employment service see, Leonard P.
Adams, “The Public Employment Service,” in Becker, In Aid of the Unem-
ployed, op. cit., pp. 193-226.

® “Employment Service Activities Highlights,” Bureau of Employment Secu-
rity, July, 1965.
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strating this capacity to innovate, the government programs generally
have failed to develop substantial links between training activities
and employer requirements in the dominant sectors of the labor
market. At the outset, when the emphasis was still on ‘“demand,”
a large share of the resources was directed to occupations with
limited potential for the job-seeker with a continual commitment to
the labor market. With the shift to programs to upgrade the supply
of labor, the relationship between manpower policies and the labor
market has become more distant.

How, then, may effective links be forged between the labor market
and government manpower programs? The answer seems to lie in
the expansion of on-the-job training. There is persuasive evidence
that under appropriate economic conditions both employers and job
seekers are willing to make considerable investment in such train-
ing.3® In fact, most workers have acquired their skills through this
route.3” Even many of the glamour jobs, from programmer to instru-
ment man, have been filled by training within the firm rather than
by spending long periods dissecting a computer.

The exhortation for more attention to on-the-job training is, in
a sense, question-begging. The important issue is how might such
training be stimulated. Clearly, the most powerful stimulus is con-
tinued full employment. This notion is now almost trite, but the
remaining skeptics may quiet their doubts with a backwards glance
at our experience during World War II and a lateral view of recent
developments in Western Europe. In Western Europe, in particular,
sustained full employment has permitted the absorption of the most
marginal groups into the active labor force. To be sure, some people
will be “unemployable” in some absolute sense, but this view is more
congenial to the musings of a social worker than the conventions of
economists. Compared to the Moroccans, Spaniards and Southern
Italians who man the steel mills and automobile plants in Western
Europe, many of our jobless are equivalent to Harvard MBA’s.

Thus far, political factors arising from a fear of inflation have
prevented a concerted attack on unemployment through an increase
in aggregate demand. Although the imperatives of foreign policy may
soon render the question moot, what policy steps may be taken if

8% Jacob Mincer, “On-the-Job Training: Costs, Returns and Some Implica-
tions,” Journal of Political Economy, Supplement, October, 1962.

¥ United States Office of Manpower, Automation and Training, Formal
Occupational Training of Adult Workers, Washington, D.C., 1964.
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full employment is not permitted to operate as a stimulus to on-the-
job training?

The problem resolves itself into one of establishing a set of incen-
tives for the employer. In this respect, several options are available,
drawing on foreign experience and other, domestic recommendations.
These include direct subsidies to employers, a tax credit on “invest-
ment” in training, a tax rebate system for firms who set up their own
training programs, and an exemption from increases in the minimum
wage as applied to employees under twenty-one years of age. Each of
these proposals has its shortcomings and pitfalls. Space does not per-
mit a full analysis, but the most general objection is that employers
would reap a windfall by doing what they would do anyway in the
absence of a special inducement. Even this objection may be satisfied,
however, if a quid pro quo is exacted in the form of standards gov-
erning the kinds of programs and, most important, the characteristics
of the persons who are encompassed by the training effort.

The second major deficiency of current manpower policies relates
to labor market information. Although various government agencies
have taken measures to improve available labor market information,
it is still not adequate to the needs of an effective manpower policy.
This does not mean that the employment service, for example, should
be the repository or communicant for all labor market information.
The role of the government is best described in terms of some basic
economic notions concerning the collection and dissemination of in-
formation.

In this respect, a distinction can be made between “extensive” and
“intensive” labor market information.3® “Extensive” information deals
with knowledge concerning the availability and general attributes of
employment opportunities and job seekers. Thus “extensive” infor-
mation will relate that a job as a tool and die maker is available at
the XYZ Machine Company at a rate of $3.00 per hour and that two
tool and die makers are available in the local labor market and six
more are looking for work in a neighboring area. The “intensive” in-
formation will involve some assessment of working conditions, the
quality of supervision and related matters on the demand side, while
the employer will be interested in the sobriety of the applicants, their

3 This distinction is made in a highly significant analysis by Albert Rees in
a paper presented to the American Economic Association this year; “Informa-
tion Networks in Labor Markets.”” This discussion obviously owes its inspira-
tion—but not any responsibility—to Rees’ work.



RoLE AND LiMITS oF MANPOWER POLICIES 49

specific work experience and a variety of factors that go into an assess-
ment of quality. Undoubtedly, there are great economies of scale to
be realized in the collection of “extensive” information. However, if
there are any economies to be reaped in the collection of “intensive”
information they probably arise from specialization with respect to
particular occupations or industries.

These distinctions help to explain the apparent division in the way
that the “industry” for labor market information has been organized.
That is, the public employment service has been effective as a place-
ment agency in those labor markets where “extensive” information is
most important, such as the market for farm workers and day laborers.
On the other hand, many specialty agencies have emerged to collect
“intensive” information for particular markets involving executives,
engineers and other professionals for which screening is a vital part
of the pre-employment process. Similarly, both suppliers and de-
manders will resort to costless or low-cost sources of “intensive” infor-
mation such as friends and other employees when such sources are
sufficiently reliable.

Under these circumstances, it is appropriate that government
agencies like the employment service should concentrate on the compre-
hensive collection of ‘“extensive” labor market information. This in-
formation would focus on both current conditions and long-range
trends. The public agency should then incorporate this information
in its own planning and placement activities and also insure its widest
possible dissemination among potential users, including other inter-
mediaries whose primary function is the collection of “intensive” infor-
mation. In addition, the distribution of ‘“extensive” information is
especially important among those job seekers who largely interact with
other unemployed persons and thus are denied the benefits of effective
informal channels.

A gap still remains in this assignment of functions. Some job
seekers, particularly new entrants to the labor market and displaced
workers, require systematic information about their own aptitudes
and interests and the characteristics of the markets which they might
enter. Although a professor may deliver his son into the hands of a
psychologist, it is unlikely that young people coming from poor or
modest backgrounds will use this alternative. Nor are there any
economic incentives for employers to offer such services. Thus in-
tensive counseling as a source of “personal” information should be a
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major component of government manpower policies. Some steps al-
ready have been taken in this direction, but, within the employment
service at least, it is difficult to expect that quality services will be
provided by a counselor who receives $6,000 per year and who occupies
just another desk in the local office.3®

The policy suggestions forwarded here are essentially modest in
nature. They are based on the tentative judgment that government
manpower programs to date have not had a significant impact on the
unemployed or the labor market. Although it is desirable to preserve a
responsiviness to immediate circumstances, greater progress may be
made in the long run through the judicious use of economic incentives
and the development of effective systems of labor market information.
The main challenge to manpower policies is to devise programs that
will improve and supplement existing institutions rather than to create
arrangements that will make manpower policies an end in their own
right.

®The mean minimum salary for employment counselors in the Federal-
State Employment System was $5,409 in 1964. The mean maximum salary was
$6,783. Data compiled by Division of State Merit Systems, Department of
Health, Education and Welfare, January, 1965.



DISCUSSION

Keita Prouty
United Rubber Workers, AFL-CIO

Mr. Weber’s paper affords a delightful challenge both to the
reader and to the discussant. He provides a concise and non-pedantic
picture of the inadequacies of present manpower policies in the U. S.,
makes two modest suggestions for new directions for such policies—
and then leaves the door open for his commentators when he observes
in his final sentence, “The main challenge to manpower policies is
to devise programs that will improve and supplement existing insti-
tutions rather than to create arrangements that will make manpower
policies an end in their own right.”

If Mr. Weber’s reader is an adherent of the “framework” school—
holding that manpower policies must be tailored to considerations of
national economic policy, to be fitted into a construct which includes
inflationary threats, monetary management, balance-of-payments and
the Dow-Jones Industrial Average—then the reader will follow
Mr. Weber down the path of beefing up or cranking up (as the case
may be) our present apparatus, while seeking a more humane utiliza-
tion of our human resources.

If, however, one follows Mr. Weber with relish up to that ulitmate
sentence—only to find that the path which he seems to suggest bears
the trail sign “More of the Same”—then some of us, at least, must
part company with Brother Weber—with thanks for a pleasant
journey—to strike out on a too-seldom-traveled road (mostly uphill)
which is marked “Jobs—Target No. 1.”

This is a somewhat circuitous way of stating a fairly simple
concept, which I thought I found implicit in Mr. Weber’s paper.
Unfortunately it never comes out clearly—and he seems (if I read
him correctly) to foreclose such an approach by his last sentence.
That concept, which I propose to develop briefly in these comments,
is simply that our manpower policies must indeed become an “end
in their own right”—if by that statement we intend that the first
objective of governmental economic policy must be the creation of
jobs—in the private sector and in the public sector—sufficient to bring
unemployment levels down to tolerable limits—now and in the decades
ahead.

51
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To be quite candid, it is unlikely that anyone in this labor-oriented
audience would seriously quarrel with a priority for the job-creating
function of our economy as such—provided we were not too tight in
our definitions—and provided that we talked in well-rounded terms
about the means of implementing such a target. And indeed, those
of us who opt for jobs first are also among the first to agree that
manpower policy does not operate in a vacuum—that the economic
world of price pressures and the supply of credit and the Phillips
Curve is a real world, which impinges at every turn on the decisions
we would make for jobs. We would, moreover, agree with the
neighborhood poverty program worker that it makes substantial
difference to the 18-year-old Negro, who never finished 7th grade,
what jobs we create—but more on that in a moment.

The point at issue is essentially one of establishing consensus (that
pressure-loaded term) on gearing a prodigious economic apparatus
to the achievement of full employment—beginning now. By insisting
on jobs as the root issue, not only for manpower policy but for the
direction in which we push the company, we call for a searching re-
examination of some of those policies which have become institutions
in their own right, during the 59 months of this so-called boom.

Why the hue and cry for jobs? Essentially for two reasons:
first, because at the micro-level, there is nothing which we can do
for the alienated individual which will more surely restore his sense
of himself as a human being.

Housing—yes; literacy—yes; training for a better job—yes; edu-
cational opportunity for his children—obviously yes. But give the
son of that displaced tenant farmer from Mississippi a job—and
assurance that it will continue—and we have taken the major step
in convincing him that the system (or “the man” in the case of the
Negro) is something less than an enemy to be resisted and distrusted
at every turn. Motivation, social mobility and all the rest will (hope-
fully) follow—but give him a job first.

The second reason, at the macro-level, is very simple, and needs
no great elaboration here. The only certain route to the Great Society,
and to the growth rate which is the very heart of that magnificent
concept, is to provide the income-generating demand on which such
growth must inevitably be based—and that means jobs—jobs now.
There is no fiscal substitute yet devised by the Council of Economic



DiscussioN 53

Advisers which will take the place—in this economy at this time—
of a job.

The marvelous thing about this wealth-producing machinery of
ours is that, if we turn the right handles at the appropriate
moment, the apparatus will do approximately what we ask it to do.
Two periods of wartime expansion within the last generation have
demonstrated that conclusively. It is essentially a matter of putting
first things first.

Give the No. 1 priority to the job-creating mechanism—and the
warning bells which some observers think they hear elsewhere in
the system might become the signal for more steam—not for less.
The alarums which we hear from the indicator watchers when the
Wholesale Price Index rumbles a bit is but one example of these
expansionary jitters.

Price stability is a desirable goal, all things being equal—but a
nice flat slope to the price curve is of remarkably little comfort to
the family living on food stamps.

The howl of protest from the “aggregate demand” partisans when
the Federal Reserve Board boosted the discount rate in early De-
cember gains—if anything—greater justification, viewed in this con-
text. Prominent and serious spokesmen for the business (as well
as the labor) community voiced their objections to higher interest
rates, in fact, precisely in terms of the impact of higher money costs
on employment expansion.

¥ ok ok ok

Where do we start then, were we sitting in the CEA Chairman’s
seat, to make the solution of the manpower problem the focus of
national economic policy?

—We use first the tools immediately at hand—a massive program
of Federally-sponsored community projects, both in the “public
works” and the “community service” categories. Many of these
projects would utilize large volumes of materials, and all of them
would create large numbers of jobs, particularly in the unskilled and
semi-skilled categories. A substantial backlog of community facility
projects is already on file in Washington, needing only the appro-
priation of funds to set them in motion.

Note that such expansionary activity creates, at the local level,
exactly the kind of jobs needed to make an immediate dent on the
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unemployment level of those groups who have shared least in the
current boom.

—We move on minimum wage legislation—to put a meaningful
floor under those jobs, particularly in the service industries, where
greatest expansion of job opportunity in the private sector has taken
place in the last 59 months.

—We take a good look—and here we side with Mr. Weber—at
a much broader utilization of the best vocational education institution
in the country—the job site. Put on enough pressure to upgrade
skills within the local plant workforce—and the private sector of
the economy will respond. Our experience during World War II
must surely give us courage to explore further the “trainability” of
the apparently unskilled (particularly those who have thus far failed
to “qualify” for the current battery of retraining programs).

—We open up for re-negotiation that seemingly sacrosanct insti-
tution, the 40 hour week. There is clearly nothing preordained about
man’s working 5 of the day’s hours—rather than 14—or 5 days
rather than 4 in the week.

We would suggest, moreover, that serious exploration of a reduc-
tion of the work week and the work year could provide the pressure
to intensify on-the-job training—even should no other efforts be
made in that direction.

—We join with that Old Blue, James Tobin of Yale, in a critical
appraisal of our Federal income tax structure, with particular refer-
ence to his proposals for a negative income tax to be applied to those
at the bottom of the economic totem pole. Putting money in their
purses will not reinvigorate, of and by itself, the mental set of the
poor—but in a money economy, it is clearly a necessary step.

—We use the experience of such communities as New Haven,
Connecticut (to mention one which I happen to know first hand)
in developing and broadening that variety of communication chan-
nels which is so necessary to a more effectively and efficiently
functioning labor market.

Mr. Weber appropriately notes the pluralism of the American
labor market—and observes that the public employment service (pre-
sumably even an improved and Federalized employment service)
can fulfill at best only the “extensive” needs for job information. I
submit that one of the valuable by-products of the Community Action
programs under the Economic Opportunities Act may well be a
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restructuring and opening up of the “intensive” means by which
the untutored and unregistered move into jobs.

—Finally, and perhaps most fundamentally, we take a hard look
at a national incomes policy which has produced almost no significant
shift in income distribution by family since 1947. The table below,
compiled from data in a recently issued Department of Commerce
report, tells its own story :

Percent of income received by
each fifth of families ranked

Income Rank by income

1947 1960 1964
Lowest Fifth 5% 5% 5%
Second Fifth 12% 129, 129
Middle Fifth 17% 18% 18%
Fourth Fifth 23% 23% 249
Highest Fifth 43% 42% 41%

In raising an issue so critical to the problem of equality of oppor-
tunity, are we also unfurling the banner of equality of income at all
levels? Of course not—but a jobs-oriented national manpower policy,
broadly conceived, will begin to narrow the gap so painfully apparent
in the table above—and begin to make meaningful the promise of
equality of opportunity.

*k * ¥ x

Would the present Administration rather fight than switch? The
answers seem to be, for the moment, mixed—but the decision may
not rest entirely in Washington. The promise of this country’s
potential has some of the job-seekers and the job-needers already
on the move toward broader horizons; we may have a grass-roots
shift in manpower policies sooner than we think.

RicHARD A. LESTER
Princeton University

With much of Arnold Weber’s paper I am in agreement. In covering
so much ground in such a sweeping and challenging fashion, he does,
however, invite criticism and dissent.

My remarks will be directed at two areas of Weber’s paper: (1)
the role of the public Employment Service and (2) adult training and
retraining.
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With respect to the Employment Service, Weber correctly stresses
the importance of improvement in the collection and dissemination of
labor market information and better means of relating personal apti-
tudes and interests to job characteristics and outlooks, including the
need for “intensive counseling in government manpower programs.”
But then he argues that government agencies like the Employment
Service should concentrate on what he calls “extensive” labor-market
information—standardized data of a quantity-price type about the
availability and general attributes of job opportunities and job seekers
—and should leave “intensive” labor-market information concerning
detailed aspects of particular jobs to other private intermediaries such
as the “many specialty agencies.”

Both the attempted extensive-intensive distinction and the policy
recommendation based on it seem to me to be of dubious validity.
“Intensive counseling” may be difficult without “intensive labor market
information.” In any event, it is quite evident from West German and
Swedish experience that the public Employment Service can serve as
a satisfactory intermediary for many special executive, administrative,
professional, and semi-professional types of employment.

For operating purposes, the extensive-intensive distinction seems
to be of very limited usefulness. Perhaps a more significant distinction
for the Employment Service that is not even mentioned by Weber is
that between local and national markets for different types of employ-
ment and between a locality’s and the nation’s interests in different
types of training. Local industry may be interested almost exclusively
in the preparation and supply of local types of employment regardless
of national needs. That may be particularly unfortunate in agricul-
tural, one-industry, and depressed areas.

Benefit-cost analysis would seem to provide a better basis for
analyzing the limits to each of the various functions of the Employ-
ment Service than would a mental construct that arbitrarily divides
labor-market information into two separate compartments. Proper
analysis of individual and social benefits should take account of the
interrelatedness of information, the efficiency of different methods of
gathering information and making it generally available as well, for
example, as the social gains from the removal of racial and other
artificial barriers to labor mobility that private agencies may serve to
reinforce and help to perpetuate.
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Some of Weber’s remarks on training are also open to serious
question. It is a mistake to speak of the purpose of the Manpower
Development and Training Act as “to offer relief to primary members
of the labor force”—note the ill-chosen but perhaps revealing word,
“relief’—and to imply that training unemployed women, including
married reentrants into the work force, is somehow of a much lower
order of economic importance. Incidentally, Weber’s estimate that only
20 per cent of the “retrainees” in Sweden in 1963 were “prime” mem-
bers of the labor force appears to, be quite incorrect. That over one-
third of the adult trainees in Sweden in fiscal 1963-64 were females
is not only true but was partly the result of a conscious effort by the
authorities to overcome labor shortages in female types of white-collar
work, such as clerical and other office employment, laboratory assis-
tants, X-ray and medical assistants, and nurses and nurses’ aides. The
same type of occupations have been in short supply in this country, and
training of unemployed women, a significant number of whom are
heads of families or the most important source of family income, for
such jobs certainly should not be the subject of special attack if one
thinks in economic terms of cost-benefit analysis and growth of the
economy.

The measure of “success” in training is a complicated matter, which
involves taking account of national as well as employer and worker
interests. Whether on-the-job training is more “successful” than in-
stitutional training or some mixture of the two depends on the bene-
fits and the costs in each case. Much on-the-job training in this country
has been too superficial and specific to be of great value from a national
viewpoint or even from the long-run viewpoint of many individual
workers. A nationwide survey in 1962, for example, revealed that over
half of the formal on-the-job training programs were some type of
safety or orientation program, and that only about one-eighth of the
enrollees in formal on-the-job training programs were in courses de-
signed to provide substantive skills. Most apprenticeship programs in
this country are inadequate in the number of trainees and in their in-
struction compared with the situation in European countries.

Proposals for new subsidies or tax credits for expansion in in-plant
training raise serious practical and policy questions. Incidentally, expe-
rience with such devices in European countries has not been encourag-
ing as Margaret Gordon’s recent book indicates. Nevertheless, on-the-
job training under the Manpower Development and Training Act in
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the last two years seems to have been more “successful,” at least in
terms of relative numbers, than Weber seems to imply.

In criticizing the State Employment Services and the locally-selected
training projects and trainees, perhaps one has an obligation to suggest
ways of improving the functioning of our public Employment Service,
especially from a national point of view, including the whole problem
of interstate and interarea clearance. In discussing the manpower pro-
gram in this country one can hardly avoid questions of coordination
and integration, centralization and decentralization of functions, and
national and local interests in training and labor supply.

Economics has much to contribute to the solution of such questions
if we will rethink our conclusions in the light of the characteristics
of various labor markets, the informational needs of different workers
and employers, cost-benefit analyses of different government functions
and programs in the manpower field, and foreign experience with man-
power policies and programs. Economic and social research along those
lines promises to pay off well in terms of policy decisions and program
revisions.

JeEroME M. Rosow
Standard Oil Company (New Jersey)

Weber identifies two major problems of policy:
1. That government programs generally have failed to develop
substantial links between training activities and employer re-

quirements in the dominant sectors of the labor market.
2. A major deficiency of labor market information.

With respect to actions to overcome these weaknesses Weber sug-
gests four things:

1. Expansion of job traiming—basically a self generating result of
full employment. Here he notes that fear of inflation has limited
growth of aggregate demand sufficient to liquidate unemploy-
ment.

2. A set of incentives for the employer including: direct subsidies,
a tax credit on investment in training, a tax rebate on training
programs, and an exemption from increased minimum wage for
workers under 21.
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3. Concentrated government action to collect “extensive” labor
market information including current and long range trends.

4. The nesd for intensive counseling activities to overcome the
guidance gap which blocks the effective entry of new job seekers
and displaced workers.

He concludes by acknowledging the modest nature of his policy
suggestions. If anything, it is this modesty which concerns me most.

1. The definition of “manpower Policy” (see p. 1) is stated quite
broadly, yet narrowly confined to one sector—government and
apparently the national government only. The dominant role of
the federal government is beyond question. Yet this is an in-
herent limitation of scope and results. The definition should
probably embrace education, government at all three levels
(federal, state and local), business and industry, and non profit
organizations concerned with labor market behavior.

The Harbison definition goes further in another necessary
respect, namely, embracing “potential members” and intro-
ducing the concept of “utilization” which of course goes beyond
employment as the final test of manpower policy effectiveness.

2. As Weber points out “manpower policy”’ has become a popular
catch phrase not only in the government sector but in the pri-
.vate sector as well. Planning is no longer a political word tinged
with fearful colors. The growth and size of the American
economy has necessitated more and better planning over a
longer time span. Capital decision making in the private sector
is opening up “Corporate Planning” units which engage high
talent who have ready access to policy makers. This in turn
is pointing to the need for manpower policy planning to engage
the human resources as a major ingredient of the business plan.

Here, it seems to me, lies a new found opportunity for govern-
ment and business to reinforce each other in developing a more
practical national manpower policy. In effect this is one of the
key weaknesses Weber sees in the present mechanisms, namely,
“the failure to develop substantial links between government
training activities and employer requirements in dominant sectors
of the labor market.” This problem is really a mouthful. It
lies at the root of all inherent problems whether we refer to the
unskilled, semi-literate drop outs, or the college educated with
graduate level degrees.
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. Manpower policies should relate to education policy and educa-

tion policy should reflect national manpower plans. The dura-
tion of compulsory, free education now under discussion is
really a piece of manpower policy. It is responsive to popula-
tion change, the level of national income, the rising expecta-
tions of people, and the labor market itself. However, the costly
time lags between seeing the problem and doing anything about
it are partially the result of the separatism between education
and labor in our society. Here we relate to entrance ages, voca-
tional vs. general education, curriculum, career planning, voca-
tional guidance, and bridging the ways from school to work.
Then of course building bridges for movement back from work
to school. This too is manpower policy-—concern with the utili-
zation and revitalization of mature manpower to overcome oc-
cupational obsolescence.

. Manpower policy should fully exploit the use of financial in-

centives as Weber proposes. The Federal tax power represents
a powerful instrument which can stimulate change in the private
sector. Incentives can produce training, expansion, cyclical bal-
ancing, increased manpower mobility, and most important of
all—experimentation. These experiments will reveal new found
bases for the accommodation of manpower to technological
change. I heartily endorse this proposal (despite Dick Lester’s
reservations).

. Manpower policy needs to be stretched beyond the concept of

employment. National policy should integrate programs which
cover the young pre-employment age groups, the young ill-
equipped problem groups, the mature employables, the older
workers, and the retirement zone personnel. In other words the
policy cannot function on one level with lasting effects—it
must relate to all ages, all industries and all sectors. Job se-
curity and high productivity are compatible goals only to the
extent that manpower policy visualizes and forecasts their inter-
relationships.

. Weber touches briefly upon the need for intensive counseling,

presumably by the Employment Service. The vocational guidance
gap is one of the serious weaknesses we face. Basically the
education systems require a heavier investment of talent here
and students require better and more meaningful guidance.
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Communication betweeen employers and educators should pro-
vide the healthy linkage whereby the 16 to 20 years of involve-
ment in education can be translated into the evolving needs and
job opportunities of the society. Long range manpower fore-
casts of government and business should feed back to educators
and to the student body. The potential members of the labor
force should be exposed to the outlook and to the reality of job
content long before they make lifetime commitments. What
proportion of the labor force is occupationally effective?

7. In summary, it seems to me that manpower experts are some-
what too patient, too apologetic and too modest to project the
real importance of manpower policy to the national welfare. The
heartening developments in economic planning and the growing
public support here are harbingers of the opportunity to engage
another dimension of planning in an equally important area—
human resources. Those of us in the profession can enunciate
broad, ambitious objectives and define goals which visualize
manpower as one of the most vital forces in our society. 75
million people with the education, training and experience repre-
sent one of the greatest pools of accumulated wealth in the
entire world. Human assets are unlike any other form of wealth.
They can continue to appreciate, to grow and to create with age—
whereas physical assets steadily depreciate with age. National
manpower planning must move up to the highest councils of
government, business and education and cannot hold second
place to any endeavor.

MELvIN RoTHBAUM
University of Illinois

Professor Weber’s background discussion suggests a preliminary
comment on employment policy before proceeding to the manpower
issues. In analyzing the contributions of manpower and general eco-
nomic policies, most observers have credited recent reductions in the
unemployment rate mainly to the government’s monetary and fiscal
efforts. But when high levels of employment and output (with their
associated price pressures) result in neutral or deflationary fiscal and
monetary policies, they see manpower programs becoming increasingly
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important. By reducing bottlenecks in the labor supply, increasing in-
dividual productivity, and helping allocate workers to their most pro-
ductive employments, manpower policy may not only support higher
levels of growth and reduced price pressures but also the achievement
of still lower levels of unemployment.

This view is essentially correct, but may slight the demand side of
the picture because of the high level of aggregation at which the analysis
takes place. As full employment nears, selective means of generating
employment opportunities can be utilized, including regional, urban,
and other programs aimed at particular subsectors of the economy.
Such programs can be pursued even in the context of a fiscal policy
that, overall, is deflationary. Thus there is no sharp breaking point at
which demand-generating policies necessarily drop out, but rather
varying combinations of demand and supply policies that are appro-
priate for achieving employment goals in differing periods. If Weber’s
comment on the politics of inflation is correct, then the use of selective
demand policies in periods of high employment deserves more extensive
and explicit analysis.

To get to the central theme of the paper, Weber has done a per-
ceptive job of analyzing the trends, accomplishments, and structure of
manpower policy. Many of his criticisms are well taken. The following
comments raise questions about a few of his criticisms and pose one
new issue.

STRUCTURE OF TRAINING PROGRAMS

Professor Weber describes the shifting emphasis in manpower pro-
grams from retraining displaced workers for specific jobs to a supply
orientation—dealing with the needs of the disadvantaged, reorienting
vocational education, and improving the operation of the labor market.
This shift generally conforms to the OECD recommendation that the
United States should attune its manpower programs more to economic
growth and less to unemployment problems. Weber does not appear
to be opposed to the trend itself, but rather to the fact that these pro-
grams are not geared closely enough to the labor market. To remedy
this, he would pay more attention to on-the-job training (OJT) and
less to institutional and multioccupational programs. While recognizing
the problems associated with OJT, he believes that these can be over-
come by exacting a quid pro quo “. . . in the form of standards govern-
ing the kinds of programs and most important, the characteristics of
the persons who are encompassed by the training effort.”
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In terms of public training costs and successful placement, this
suggestion has much to recommend it. Unfortunately the substantial
employer input in OJT programs makes it difficult to control the choice
of candidates. Barring a very tight labor market, it is unlikely that
monetary incentives will induce employers to accept less desirable
trainees unless the incentives are so high that they will seriously
exacerbate the windfall problem. If the labor market is very tight,
training efforts will increase and hiring barriers fall without such in-
centives. It is precisely because institutional and multioccupational
programs are costless to the employer that they can open doors to
employment for those who otherwise would have been rejected.

This is not to argue against expanding OJT programs. Some ex-
cellent and exciting OJT projects have been nurtured under MDTA.
It does support a more optimistic view of the payoffs from institutional
and multioccupational training, particularly if they are geared more
closely to labor market requirements. Studies showing that past train-
ing was predominantly on-the-job should not necessarily determine
current manpower policy. Such training will always be of major im-
portance, but experience in other countries as well as the reorientation
and growth of our vocational training and community college systems
may presage a different combination of training efforts in the future.

EARNINGS IN TRAINEE OCCUPATIONS

It is questionable whether the fact that trainee occupations often
offer below-average earnings levels is a serious deficiency in the pro-
grams. In this case, we may be trying to eat our cake and have it, too.
To insist that the training programs enlist the maximum number of
disadvantaged individuals and, at the same time, that they be oriented
toward higher-earnings occupations probably is unrealistic. To the
extent that choices must be made between these goals, one can per-
suasively argue that helping those who need the help most is a
reasonable priority.

Many of the current training programs are first steps for dis-
advantaged groups. Insofar as possible, these should be first steps on
open-ended occupational ladders. But the pattern of available jobs
and competition from better-qualified job seekers may limit the achieve-
ment of this goal. If the programs provide disadvantaged individuals
with some occupational and social skills and put them into contact with
the world of work, then they have accomplished a large part of their
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objective. In the longer run, it may be desirable to devise supple-
mentary and follow-up forms of training to permit more rapid vertical
mobility for the initial trainees.

PusLic EMPLOYMENT SERVICE

Professor Weber’s suggestion that the collection and dissemination
of intensive and extensive labor market information be allocated be-
tween private and public organizations, respectively, raises some prob-
lems. There is little doubt that the public agency should be the main
source of extensive labor market information. On the other hand, the
employment service probably cannot perform its placement and other
functions without a good deal of intensive information as well. Creating
any hard and fast distinctions between extensive and intensive informa-
tional functions would pre-determine the larger question of the appro-
priate role of the employment service in terms of the occupational
categories to be served. It is not at all clear that the public service
should be limited to those occupations for which only extensive infor-
mation is required. It may be that this decision will vary from labor
market to labor market, depending on the depth of the market for
various occupations and the adequacy with which such groups are
being serviced. In addition, the division of labor in securing and pub-
licizing labor market information may depend on the ease or difficulty
of exchanging such information between public and private agencies-—
a subject that has received little investigation.

However, there is another problem not covered either in the paper
or in public discussions that deserves consideration. With the estab-
lishment of the Neighborhood Youth Corps and the Job Corps, the
employment service was called on for field support in the form of
Youth Opportunity Centers. When the Secretary of Labor presented
his report on older workers to Congress last summer, there were sug-
gestions of special employment service facilities for older workers.
Special services already exist for handicapped workers and other groups.

In short, each program creates pressures for specialized field sup-
port and this, in turn, creates the danger of fractionalizing the activities
of the employment service. These specialized facilities often appear to
flow more from their salability to Congress and from interagency com-
petition than from the functional requirements of running an effective
and efficient public employment agency.

Various kinds of specialization may be desirable. But distinctions
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that may be useful in counseling, for example, may make little sense
in placement. General distinctions on the basis of age are particularly
dubious. The geographic location of employment service offices may
be deficient in terms of their availability to lower income groups. But
if this is the case, the deficiency relates to the whole range of workers
in those areas and not just to youth. Specialized offices and services
should not be frozen into the employment service structure on the
basis of crash programs or the source of program funds. It is im-
portant that decisions to expand old or to add new programs be dis-
tinguished from the structural adjustments required to implement such
changes. To achieve flexibility in the face of changing labor market
requirements, the general rule should be to maintain the maximum
feasible unity of employment service functions. Departures from the
rule should be based on clear evidence that the specialization will sub-
stantially increase the efficiency with which the service can meet the
needs of an important and continuing part of its clientele.
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THE MANAGER AS A LEARNER

WiLriam R. DiLo
IBN Corporation

There was also a Beaver that paced on the deck
Or would sit making lace in the bow,
And had often (the Bellman said) saved them from wreck,
Though none of the sailors knew how.

—Lecwis Carroll, “The Hunting of the Snark”

The manager’s contribution to an organization, like the Beaver’s
to his ship, is hard to observe and harder to assess. When we fail,
as I believe we have failed, to understand important facets of his job,
the research we do about management is limited in scope and rele-
vance. So far we have described the manager mainly as the adminis-
trator of an on-going enterprise or as the leader who applies his
wisdom, courage, and political skill to induce and to channel change.
We have studied how he performs, how he leads, and how he relates
to others inside and outside his organization. In the role of leader
and decision-maker we know him well.

We have seldom asked, though, how he acquires his wisdom and
skill or about how he helps others to build theirs. However popular
an emphasis on learning has been in commencement speeches by com-
pany presidents, it is only now becoming a focus for research. Studies
of management and of organizational processes need to look more at
how managers learn and at how they structure organizational systems
so that others around them learn.

The limited amount of work that has been done does not reflect
the importance of education to modern organizations. Within IBM,
for example, large groups of employees will spend more than one
month out of twelve during 1966 in the classroom and will spend sub-
stantial parts of the remaining eleven months helping in turn to
transmit new knowledge and skills to other employees and to custo-
mers. A significant portion of higher management within the company
have worked for at least a few years during their careers as full-time
educators, and as time goes by, the proportion with this kind of experi-
ence is more likely to increase than to decrease. Yet for all that IBM
is doing, my continuing concern is whether we are doing enough and
whether we can find ways through classroom programs and resources
for self instruction to improve men’s capacity for educating themselves.

68
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As our organizations become larger and more complex and as the
pace of technological and social change increases, the issue of when
we train people, how we train them, and where we train them is no
longer simply the concern of a few professionals in employee develop-
ment. Policies about education, both to update and to improve em-
ployee skills, are as critical to good employee relations as pay, hours
of work, and the other benefits that IRRA is fond of talking about.

Yet where do we turn for guidance to develop and test policies that
might encourage learning within industrial and governmental organi-
zations? In the profusion of theories and empirical findings about
organizational processes and about individual and group behavior
within organizations, little is said about learning. Instead, effective-
ness, efficiency, motivation, and openness to change are the key topics;
and what these theories stress as considerations in organizational de-
sign may sometimes detract from the establishment of effective climates
in which to learn.

A first line of research has been concerned primarily with the main-
tenance of stability and control in organizations. We assume that
objectives have been set, perhaps by bargaining or concensus, perhaps
by the privileged voice of an owner or a senior manager. We study
the ways in which people channel their behavior toward the achieve-
ment of the objectives, or if pathologically inclined, we study the
things that divert them from the pursuit of establishead goals. Prob-
lems of coordination and control, of formal vs. informal functioning,
and of centralization and decentralization have been at the heart of
most of our classical and modern analysis of organizational behavior.
The focus is on how jobs get done, not on how a system learns which
jobs are important to do.

A second theme in organizational research is efficiency in the pur-
suit of goals. Engincers and economists from Adam Smith and Fred-
erick Taylor to modern practitioners of operations research have asked
how to get more from the human and capital resources that an organi-
zation invests. Behavioral theorists like Barnard, Cyert, Lindblom,
March, and Simon have clarified the barriers of limited foresight, im-
perfect communications, and human ‘“cussedness” that limit the degree
of efficiency which can be achieved. Even theorists like Argyris and
McGregor who champion the individual against the organization are
concerned with efficiency—in their case the extent to which organiza-
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tions allow men within them to achieve the fullest measure of satisfac-
tion and self-realization.

An emphasis on efficiency as the engineer and economist define it
often rewards short-term results at the expense of long-term learning
and growth. An emphasis on efficiency as psychological self-realization
has more to do with learning, but it divorces an individual’s self-
fulfillment unrealistically from the development he does for the sake
of his organization and his society.

Learning activities are also largely ignored in studies which are
concerned with motivation—with the “human relationships” whose
complexities keep societies like IRRA in business and whose qualities
determine whether a company is a satisfying place to work. The usual
incentives which motivational theories cover are, as March and Simon’s
classification suggests,! either incentives to participate in the life of an
organization or incentives to produce—not incentives to explore or to
grow.

The line of research which most nearly touches problems and
processes of learning concentrates on organizational change. But again,
these studies ask little about how the need for change is recognized.
We assume that the basic knowledge and experience that managers
and their subordinates must have to discover problems and formulate
solutions exist among them. Under the guise of an interest in “cre-
ativity,” we look for ways to encourage a freer exchange of existing
knowledge and experience among the people who share responsibility
for decisions; and under the guise of “overcoming resistance to change,”
we seek ways to sell and implement ideas which influential members
of the organization agree are good.

Studies of change, like the other main approaches to research on
organizations, are not yet geared to today’s world. Survival for a
company or a government agency now depends on its ability to discover
new missions and to bring new knowledge, new talents, and new skill
in from outside. Survival for an individual, manager or employee,
requires an ability to adjust to abrupt and sometime unpredictable
changes in job activities during a lifetime of work. Research needs to
ask how we expand the reserves of knowledge and skill which an or-
ganization or its members can use in moving into new environments.
It should also help us define the social processes which accompany a

*James G. March and Herbert A. Simon, Organizations. New York:
Wiley, 1958), ch. 3 and 4.
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reorientation of organizational priorities from performing toward
learning.

Only a few theories look directly at organizational learning. These
are mainly theories of adaptation, rather than theories of exploration.
They examine short-range rather than long-range behavior, and
they stress responsive rather than anticipatory, searching patterns of
behavior.

The common element of these theories is that learning is a response
to stress within the organization. The individual adapts because he is
uncomfortable when confronted by uncertainty and complexity. He and
the groups to which he belongs feel performance stress as they measure
achieved results against goals and incentives that they or the organi-
zation have established. The amount and the timing of learning is a
complex function of aspirations, accomplishments, and the relative
importance of achieving success or avoiding failure. Groups learn by
observing differences between their course of development and the
development of other groups, and as a result of what some have called
disjunctive stress, acting to bring themselves back in line.2

We need to know more, though, than that learning is associated
with stress. If, for example, stress is the main precondition, what kinds
of stress will produce exploratory and developmental responses, rather
than anxiety and withdrawal? How do managers control the production
and distribution of stress in order to facilitate kinds of learning which
will be most valuable for the organization? Whose behavior is held
up as a model to induce stress?

In many businesses, to illustrate the question, it is fashionable to
look toward senior levels of management for guidance about what to
learn, while in at least some universities there is a belief that the impor-
tant models are not older, but younger—the graduate students and
young faculty members who bring fresh ideas and standards into the
system. The businessman sometimes seems to go out of his way to
assure subordinates that his job is not primarily intellectual in nature,
with a result that reading and seminars are undervalued as modes of
learning. In the university, there is an opposite tendency to glorify
pure intellectual approaches at the expense of learning which can better
be done by involvement in the “real world.”

?For a review of major theories of organizational learning, see Vincent
E. Cangelosi and William R. Dill, “Organizational Learning: Observations
toward a Theory,” Administrative Science Quarterly, Vol. 10 (Sept. 1965),
pp. 175-203.
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The study of how organizations learn involves interesting issues of
politics, economics, and engineering. Politically, what is the appropriate
role for management development and training departments? Do such
groups exist as staff units to transform the wishes of current top man-
agement into programs of education for younger men, or is theirs a
subversive role to train younger men in things which their predecessors
felt no need or no desire to learn? If continuing education is important
in business and in government, development and training personnel
probably must find ways to assert more influence in decisions about
organizational design, career paths for employees, and the allocation
of company resources.

From an economic point of view, it used to be cheaper to buy skill
than to grow it. Now with a shortage of trained talent and a demand
for competence in areas where few have had an opportunity to learn by
experience, industry must rely less on an open market. Companies must
weigh the costs of internal training and development against the costs
of sharing with other groups in society the strengthening of community
education facilities.

Business also used to worry less about unused talent in society. The
waste of human resources was seen as unfortunate, but inevitable. With
changing social attitudes and large commitments of welfare aid to the
poor, whether they work or not, the costs of training to help men get
and keep jobs are weighed by revised standards against the costs of
leaving the untrained to live on the public dole.

From the standpoint of engineering and organizational design, we
are now in a position to consider new forms of organization, designed
specifically to promote learning as well as performance. The modern
divisionalized, decentralized corporation—despite the reception given
to recent books by Chandler and Sloan ®—does not represent an ulti-
mate approach to managing. The opportunity lies ahead to examine
information resources and information processing within organizations
and their environments in the same way that we have studied incentives
and interpersonal relationships. Studies of how people get and use
information are gaining in prominence. Computers are being used to
provide a basis for new kinds of information and decision networks and,
by their capacity for representing the company and its environment

*A. P. Chandler, Jr. Strategy and Structure (Cambridge; MIT Press
1962) ; Alfred P. Sloan, My Years With General Motors (N.Y. Doubleday,
1964).
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through simulation models, to discipline the manager to explore and
test ideas more thoroughly before reaching conclusions.

At the organizational level, then, there are many ways in which
research might give more attention to processes of learning. At the
individual level, we fare somewhat better. Our theories of the manager
as a decision maker contain many of the ingredients we need to under-
stand why and how he learns. Particularly in the theories of Simon
and his colleagues, decision making behavior is described as adaptive
behavior. Of the root concepts—Ilevels of aspiration, limits on atten-
tion and perception, risk-avoidance, sequential and limited exploration
of the environment, dependence on past experience and on the judg-
ments of associates—many come directly from psychological theories
of learning and problem solving.

Yet despite their origins, descriptions of the manager as decision
maker fall short of describing the manager as a learner. Theories of
decision making assume that decision making is the most important
thing that a manager does. In most settings, including universities,
learning does not have such high priority. Conditioned by the educa-
tional system to emphasize action on well-structured tasks, managers
are more inclined to perform than to explore. Learning is something
that many of them hope they accomplish unconsciously “by experience.”
Otherwise, it is something that they do on their own time or in com-
partmentalized programs away from the job. It is an activity for which
they do not usually expect organizational encouragement and support.

Research on managers as decision makers also largely ignores their
position in a career span. Very few studies of decision making look at
the manager as a man of a particular age, with his own life interests
and career goals and a host of outside commitments. In a sense we
know more about the general life setting of the worker than we do about
the manager’s. Age in itself may not be a critical variable since, for in
the range that concerns us in looking at managers, age has no direct
link with the capacity to learn. On the other hand, with age go pre-
dictable variations in a man’s relation to wife, parents, and children;
in his leisure time activities; and in his involvement in community and
professional organizations. These variations may not have much effect
on the ways in which managers approach a decision to build a new
factory, but they may well have a great deal of influence on the ability
or willingness to take time out to master a new field of knowledge or
to practice a different kind of skill.
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To the extent that learning is a reflective activity that goes on when
men are evaluating decisions and reviewing results, the study of learning
concerns behavior between rather than during decision sequences. It
requires data from managers about what they do during periods of
time when, for a study of decision making, we might release them from
observation.

Finally, there are new resources for learning as well as for decision
making. Mid-career education has been a growing business within
companies, government agencies, and universities since World War II;
yet few comprehensive studies of its effectiveness have been undertaken.
We have experimented with a variety of new approaches to classroom
education and to self-instruction, ranging from conceptual packages
like sensitivity training and courses in problem saving to hardware-
based approaches such as management games and computer aided
instruction. We have in the work of people like Bruner and Newell and
Simon * who have turned their attention to higher-level learning pro-
cesses, a framework for understanding better how men learn from ex-
perimentation and experience and how, for training purposes, we might
more effectively structure what managers live through.

More emphasis on processes of learning is undoubtedly only one of
the new directions we might set for management research. I could
suggest others, but not any that I believe is more important. Discus-
sions of human obsolescence in modern society often bog down with an
assumption that managers and employees are unwilling to learn or that
because of age, they are unable to learn. These are largely false assump-
tions. Too often at a time when encouragement would do some good,
men in organizations are not given any incentives to invest in expanding
their knowledge and understanding. Too often when they recognize a
need and show some motivation, the resources that would help them
grow from the base of what they already have learned and have ex-
perienced are not available. The individual manager must seek for
himself and for those he supervises ways of strengthening their confi-
dence and incentives to learn and ways to improve the cognitive strate-
gies and information resources on which they can draw. In designing
and maintaining organizational systems, the manager must balance
the ever-important stress on arrangements which will contribute to

¢ Jerome S. Bruner, On Knowing (Cambridge; Belknap Press, 1964) ;
Allen Newell and Herbert A. Simon, “GPS, A Program that Simulates
Human Thought,” in Computers and Thought, Edward A. Feigenbaum and
Julian A. Feldman, eds. (New York: McGraw Hill, 1963), pp. 279-296.
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short-term effectiveness and efficiency with arrangements that will
allow for long-term flexibility and growth.

The manager, in short, needs the working conditions and the skills
in diagnosing and interpreting his environment that we as researchers
have always thought we possessed. It will be an interesting test of our
own capacity for growth to see what help we can provide.



MANAGERS—AN IMPROPER SUBJECT FOR
THE STUDY OF MANAGEMENT

Frep H. GoLDNER
Columbia University

Social scientists who have studied the management of business or-
ganizations have concentrated on the study of individual managers
and their interpersonal relations to the exclusion of other aspects of
management. They have, thus, obscured the more important relation-
ships that occur among the groups composing these organizations. This
concentration also leads them to miss the drastic changes now occurring
in management and organizational structure.

GROUP INTERACTION IN MANAGEMENT

Most managerial studies evidently assumed that management con-
sisted of supervising subordinates within a purely hierarchical organi-
zation. We have, consequently, large amounts of data on first-line
supervisors and on the problems of leadership. However, this assump-
tion was never completely true and is even less true today.

Most studies of the relations between the first-line manager and
his subordinates ignored the relations of the manager with those above
and alongside him. Some of the studies that focused on the manager’s
role did indicate the marginality of his position but this was ignored
by those who tried to discover leadership traits or by those who at-
tempted to compare authoritarian and participative managers. They
evidently assumed all managers to be equally competent and ignored
a major problem of each manager—the management of his own career.

In recent years there has finally been a shift to the study of hori-
zontal relations in management.! Even here, however, there is danger
of concentrating on the horizontal relations between individuals as
individuals. For example, the new training fad for managers—‘“sensi-
tivity training”’—deals with the interpersonal relations of the indi-
vidual and ignores the group contexts in which interaction occurs.

When we shift from studies of the relations between managers and

! See: Henry A. Landsberger, “The Horizontal Dimension in Bureaucracy,”
Administrative Science Quarterly, Vol. 6 (1961), pp. 298-332; Leonard R.
Sayles, Managerial Behavior (New York: McGraw-Hill, 1964); George
Strauss, “Tactics of Lateral Relationship: The Purchasing Agent,” Adminis-
trative Science Quarterly, Vol. 7 (1962), pp. 161-186.
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subordinates to those among managers there needs to be an accom-
panying shift from a discussion of relations between individual persons
to one of the relationships between organizational units. In the vertical
relationship men interact as individuals. In horizontal relations the
crucial interactions are between units, or between men representing
their respective units.

I do not deny the existence of units in vertical relations but in
horizontal relations unit interactions are more encompassing. To make
this point I have probably overstated the individual nature of vertical
relations. Most of the studies of first-line managerial leadership ignored
unions and the inevitable group context of relations between the union
member and his manager.

The distinguishing characteristic of the concept of organization is
that it involves a division of labor. And the division is in terms of
units or sub-groups of the organization. This point is certainly not
new with me. Barnard long ago made the point that the “concrete
stage of specialization is the unit organization rather than the special-
ized individual.” 2

In any complex business organization it is almost impossible to
cut the division of labor clearly. Responsibilities will overlap and units
with divisive interests must interact. Unit members develop common
perspectives through shared experiences and common problems. In-
dividuals categorize each other according to the kinds of groups to
which they belong. When organizational members interact with each
other they do so in terms of these perspectives, identifications, and
categorizations.

Again, these are not new ideas but are underdeveloped in the study
of business organizations. Over twenty years ago Selznick studied in-
tergroup relations in government administration.® Blau, also with the
government, has reported on the effects of group contexts on inter-
personal relations.*

The importance of intergroup relations within a business organiza-
tion is indicated by survey data obtained from an ongoing study of
executive achievement sponsored by the Russell Sage Foundation. The

2 Chester 1. Barnard, The Functions of the Executive (Cambridge: Harvard
University Press, 1956), p. 136.

® Philip Selznick, TV A and the Grass Roots (Berkeley: University of Cali-
fornia Press, 1953).

¢ Peter M. Blau, The Dynamics of Bureaucracy (Chicago: University of
Chicago Press, 1963).
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survey was of sixty executives in a large American corporation. The
respondents were presented with a number of possible ways of behaving
in their day-to-day relationship with their organization. They were
then able to indicate yes or no as to whether they thought they should
behave as stated and whether they actually did so behave. All the
proposed behavioral situations except one posited a choice between the
organization and the respondent’s personal and individual interests.
The exception contrasted the organization to the respondent’s identi-
fication with his sub-unit. The discrepancy between what the respon-
dents actually did and how they thought they should behave was greater
on the choice between the organization and their unit than any of the
items between the organization and their personal interests. Seventy-
six per cent answered that they definitely should do this to the item:
“Always place the organization’s interests ahead of my department or
unit.” Only twenty-six per cent said that they definitely do it.

Interpersonal relations across unit lines involve individuals acting
as representatives of their groups. We recognize in international rela-
tions how group interactions are affected by the internal relations within
each of the groups. We thus analyze U.S.-U.S.S.R. relations in terms
of the internal problems of each country at any moment in time.
Negotiation “feelers” over Vietnam may be rejected because they come
during one of our election campaigns. We have also acknowledged that
the internal problems of each side influence union-management bar-
gaining. This perspective has not yet been employed in studying man-
agement organizations.

Organizational units as well as the containing organization fre-
quently exist for their own sake—the survival of the unit supersedes
that of any individual in it. I have sat in meetings of members of a
unit where the only business was the furtherance of the unit as such.

The careers of managers are tied to their organizational units. They
perceive their past, present, and especially future in terms of member-
ship in their units. I would even contend that the boundaries of some
groups are defined by the career line in an organization.®

Why has more work not been done on group relations? For ex-
ample, despite my polemical tone I am now finishing a paper on emer-
gent roles—not emergent units.

®For an exposition of this argument sce: Fred H. Goldner, “Industrial
Relations and the Organization of Management,” unpublished Ph.D. disserta-
tion (University of California, Berkeley, 1961).
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Psychologists have worked in business organizations for a long
time. They have naturally studied the individual manager and have
tried to discover the attributes of the successful manager. They have
developed tests of all kinds as well as training procedures. However,
there have been few sociologists in business organizations. And of those
sociologists who have studied management, most, ironically, have con-
centrated on using role theory.

Our society is oriented to psychological rather than sociological
explanations. And even with sociologists it is much easier to fall back
on the familiarity of the role concept than to develop the new concepts
needed to handle complex organizational inter-relations. As March
and Simon pointed out, bargaining among organizational units acknowl-
edges a heterogeneity of goals—which is a threat to most organizations.
Hence most conflict will be perceived as if it were individual.®

But most of all, it is easier to study individual managers. The con-
cepts are easier and more available, and the information is easier to
come by. Individuals are freer to discuss their personal conflicts and
secrets than they are to discuss those of their units and thereby
threaten other members. Access is also easier. For example, studying
manager-worker relations in the context of unions was hindered by the
difficulty of getting the concurrent approval of both the union and
management. This very difficulty should have made clear the crucial
nature of inter-group relations.

CHANGES IN THE STRUCTURE OF MANAGEMENT

All of the above is a prelude to the argument that major changes
are occurring in business organizations and that we will not notice
these changes if we continue to study only individual managers.

First, the very meaning of management is breaking down. Man-
agement is a dialectical term that has been understood only with
reference to the members of the work force. It was a useful concept
because it clearly distinguished those who ran the organization from
those who performed its physical tasks. However, this latter group is
becoming an increasingly smaller percentage within the organization.
More importantly, managers have become so numerous that they con-
stitute a work force of their own.

Secondly, as managers become a work force it has become necessary

® James G. March and Herbert A. Simon, Organizations (New York: John
Wiley & Sons, 1958), p. 131.



80 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

to treat them as a category and not as individuals. The organization
had had to create a bureaucratic set of rules in order to treat managers
by standardized procedures. Managers have simply become employees.
The distinctions formerly conveyed by the meaning of management no
longer hold.

Bureaucratic rules and standardized procedures call forth appeals
from the application of these rules. The blue collar worker had a
grievance procedure to handle his protests. The organization not only
does not have a system of jurisprudence to handle managerial protest
but such protest is still considered illegitimate although that illegitimacy
was based on a completely different kind of organization. For example,
in the past the first-line manager came from the ranks and entered
management at the end of his career. It was natural for him to use
the group he had left, and whose style of life he shared, as a basis of
comparison. It was a comparison that favorably disposed him to the
organization. Now, most managers are college graduates who start in
management and only have those above them to whom to compare
themselves.

Thirdly, then, there are many new occupational work groups com-
ing into the business organization. They are all college educated and
consider themselves to be professionals. Unlike past work forces, they
deal with ideas and not their hands. The organization requires a
different kind of commitment from them than it did from manual
workers. A withdrawal of effort on their part is much less visible.

We know much too little about changes in the composition of
organizational members and about the effects of these changes. For
example, in a study of the middle management of a large American
corporation I obtained the following data. The percentage of managers
who hold college degrees was 41% for those who had been hired prior
to 1948. For those hired between 1948 and 1957 it was 85% and for
those hired between 1958 and 1963 it was 99%. For these same hiring
periods the percentage of managers who answered “yes” to the question
“are you a professional” went from 35% to 64% to 93 %.

Increased specialization and the continuing process of rationalization
has also led to the proliferation of functional groups within the organi-
zation. Decision-making has not only expanded vertically but also
horizontally. For example, there are now departments of operations
research and financial planning. The latter is even divided into one
group responsible for “next year” and another responsible for long-
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range planning. This has led to the disappearance of a single line of
authority that goes from the top to the bottom of the organization.
With production no longer the main problem area, the line cannot be
anchored with the production work force. An example of this com-
plexity is offered by the studies of Russian industry done by Granick
and Berliner.”

The position of the corporation in society has also changed. It
has lost the basis of its legitimation. The split between ownership and
management popularized over 30 years ago by Berle and Means ® is
just now starting to have effects on the relationship of the business
organization to society.?

The basis of the legitimation of higher management is also being
called into question within the organization.

The proliferation of functional and occupational groups along with
the breakdown of any simple line of authority have led to organiza-
tions characterized by a shifting coalition of sub-units engaged in
varying degrees of accommodation and conflict. Many organizations
have become pluralistic multi-goal institutions with sub-unit goals de-
rived from their functions and from their nature as self-perpetuating
units.

Arguments over managements’ prerogatives are irrelevant in these
kinds of conflicts. There was no real problem of the legitimacy of
rule over the blue collar work force. The rights of the members of the
new work force-—experts with decision making power and access to
information—are uncertain. A system of jurisprudence is needed not
just to administer the rules that govern the organization, but to
legitimate them. For example, the organization cannot long permit
each manager to be omnipotent to the managers below him, for they
are all employees together.

The lower level member of management may feel just as much part
of the organization as the higher one. The lower member may feel
just as closely identified with a set of goals and may legitimately feel
he knows what is good for the organization better than does his

?David Granick, Management of the Industrial Firm in the US.S.R. (New
York: Columbia University Press, 1954). Joseph S. Berliner, Factory and
Manager in the U.S.S.R. (Cambridge: Harvard University Press, 1957).

8Adolf A. Berle and Gardner C. Means, The Modern Corporation and
Private Property (New York: The Macmillan Company, 1934).

® For a discussion of the problems of corporate legitimation and its effects on
society see: Fred H. Goldner, “La grande entreprise dans la societe,” Sociologie
du travail, 4, 1965, pp. 337-349.
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superior. It is difficult to document this because a number of organi-
zational myths about authority continue to be promulgated although
they may be ignored in behavior. However, I can point to evidence
that subordinates—whole sub-units, in fact—bootleg work. And they
do this to advance the organization and not for personal interests.
They also actively control information that flows upward in the or-
ganization in order to aid the organization (by protecting it from the
actions of superiors) as well as protect and advance their own careers.

SUMMARY

We have ignored, for too long, the group nature of business organi-
zations. There are different kinds of organizational structures that
permit or are created by different degrees of individual and group
actions in organization. We need to know more about these relation-
ships. There are different kinds of inter-group relations just as there
are different kinds of interpersonal relations. We need to know more
about them and their effects on organizations.

But most important our business organizations are changing to
new forms that we can only begin to guess at. We are too dependent
on concepts that were developed to understand past organizational
forms. The continued use of these concepts only obscures what is
happening. We need new concepts to understand the contemporary
work force as well as the new kinds of relationships within organiza-
tions.



DISCUSSION

GEORGE STRAUSS
University of California, Berkeley

Let me say a few words about recent trends in management re-
search and thus put in context these two excellent papers.

Among the many different ways of categorizing management re-
search we may distinguish between those concerned primarily with
relationships among people and those more interested in the impact of
structure and technology.

With significant exceptions, members of the first group, who are
concerned primarily with the relationships among managers as people,
tend to ignore technology and structure. They seem to assume that a
study which may be meaningful in one context—say a pajama factory
in Appalachia—will be useful in all other contexts—say the Army. As
far as some are concerned, greater participation and T group training
are the sovereign remedies for all management ills.

Members of the second group start with an analysis of the impact
of structure and technology. Some seem to be more concerned with
specifying the types of managerial behavior appropriate to various
forms of technologies—and thus help people adjust to their environ-
ment. Others prefer to change the environment itself to make it more
consistent with the needs of people. In any case there is increasing
evidence that studies of management are somewhat irrelevant unless
they take into account the environments within which managers
perform.

If we do concentrate on structure what do we find? First let us
look at vertical, boss-subordinate relations. In the past those concerned
with this area have sought to describe various sorts of management
styles and hopefully to find the one which will be most conductive to
high subordinate morale and productivity. A large number of factors
have been considered: ‘consideration,” ‘“initiating structure,” ‘“em-
ployee vs. task orientation,” ‘“authoritarian vs. non-authoritarian”
leadership, among others. The relationship among these various indeces
of supervisory behavior is still far from clear, in part because of the
wide variety of measuring techniques used. Some argue that these are
all aspects of one central dimension of “autocracy-democracy,” with
McGregor’s Theory X illustrating one end of the continuum and
Theory Y the other, and further with Theory Y being clearly superior.
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My hunch is that when the smoke clears we will find this an
oversimplification and that at least two dimensions will stand out—and
probably more. The first is a dimension of the boss’s concern for his
employees, his friendliness, fairness, willingness to help them, listen to
them and keep them informed. This has been called an index of
social distance, though it might describe paternalism just as well. It
is far from an unambiguous dimension, however; for instance, percep-
tions of what is “fair” may differ greatly among groups in different
technologies and cultures.

The second dimension is that of closeness of supervision, the extent
to which the boss restricts the subordinate’s freedom by issuing fre-
quent orders. Close supervision, it is argued, inhibits individual growth,
while general supervision helps provide the conditions for self-actuali-
zation. Yet the tightness of the boss’s supervision is hardly the only
determinant of the subordinate’s degree of freedom. The foreman on the
assembly line may give very few orders, yet the worker gets little oppor-
tunity to self-actualize. Delegation in the context of the office clerk
means something very different from delegation in the context of the
vice president.

All this suggests two conclusions regarding boss-subordinate rela-
tions: (1) Technology and structure set relatively narrow limits on the
boss’s freedom to adopt various leadership styles—a production foreman
just can’t behave like a college dean. And (2) technology, structure, and
cultural conditions also influence how subordinates react to any given
style of supervision—even if the production foreman and the college
dean could behave identically, their subordinates would not react in the
same way. So we should abandon any effort to find a single, all purpose
best style of leadership which will be equally good in contexts. And we
should give up trying to find a single dimension, such as autocracy-
democracy, by which management may be measured.

Now let us look at lateral relations which are receiving increasing
attention from students of management for a number of reasons: the
growth in size and status of staff groups, such as purchasing, engineering,
and accounting (so at times the staff seems to be the tail which is
wagging the dog); the impact of highly complex defense and space
projects whose protean interrelationships can best be understood not
in terms of traditional organization charts but in terms of matrices or
systems theories; the mounting aspirations toward professionalism on
the part of many functional groups; and finally sheer dissatisfaction
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with the classical and neo-classical analysis of staff-line relationships.

As yet our study of lateral relations is largely at the stage of taxo-
nomy, of categorizing different kinds of relationships. Sayles suggests
this be done in terms of work or paper flow and he identifies seven
kinds of flows; others, doubtless, will suggest different approaches. But
it is already quite clear that lateral frictions are a consequence of a lot
more than personality differences. They arise out of the inherent re-
quirements of the various jobs and the training required for them. To
take a few stereotypes which may be disproved by research: Adver-
tising men have high flown ideas while accountants have more earthy
ideas of saving money; engineers think of abstract, logical, even abso-
lutists terms, while personnel men are more prone to compromise.
Differences such as these may be reduced by structual change, but
one wonders how much T group training will help.

Matters are further complicated by the desire of many groups to
be treated as professionals or at least semi-professionals. In claiming
to be professionals such groups seek the right to have final say in their
areas of professional competence without “lay” interferences (even by
their nominal bosses), to be evaluated only by fellow professionals, to
exclude “non-professional standards of ethics” which may conflict with
their employer’s directives.

So, as Goldner suggests, the picture of the organization which is
evolving is very different from that presented by many organizational
theorists. It is not a highly coordinated monolith, tightly controlled by
top management. Rather it is a series of semi-autonomous departments
—-each with interests and viewpoints of its own—which keep each other
in line through a series of checks and balances. Despite the centralizing
impact of the computer, there is considerable evidence of what might
be called “lateral decentralization” or “organizational pluralism.” On
the surface, at least, this seems to be a highly inefficient way of doing
things. Decisions seem to be made largely on the basis of pressure
politics and implicit bargaining, and there is no one department to bear
the final responsibility. Certainly a case can be made for a unified
systems approach which would take all the variables into account.

Inefficient as it may seem, perhaps the system of checks and balances
has its virtues in the industrial scene just as it does in the national state.
Special interests do require lobbyists if a balanced point of view is to
prevail. The restricted “professional” viewpoint tends to counterbalance
the excessive conformity and rigidity of “organization man.”
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Interdepartmental conflicts encourage free competition of new ideas
(as well as giving top management a chance to evaluate subordinate’s
behavior). Since each department has only a partial picture of the
organization’s needs, competition improves the quality of each depart-
ment’s thinking and forces it to take the other departments’ point of
view into consideration. In a large organization such internal competi-
tion tends to substitute for the external competition of the market. And
“jurisdictional disputes are an important means of bringing to the top
administrator significant issues of policy, and of preventing these from
being decided at lower levels without his knowledge.” *

Dill’s paper is consistent with much of this. Notice he recognizes
that management involves more than getting along with people. In
addition he is concerned with the structural impacts of learning. Learn-
ing for him occurs on the job, throughout a man’s career—with only
a small proportion of learning occurring in short classes away from the
job. Further both Dill and Goldner recognize that groups can learn,
in some ways just as individuals do.

To conclude: both papers make exciting contributions because they
move us away from our traditional focus on face-to-face relations oc-
curring over short periods of time. Also they suggest bridges among
such disparate viewpoints as classical organizations theory, human rela-
tions, and the Carnegie Tech emphasis on decision-making.

1*4?erbert Simon, Administrative Behavior (New York: MacMillan, 1945),
p. 145.
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INDIVIDUAL JOB RIGHTS AND
UNION FUNCTIONS:

Compatible or Conflicting Forces*

BERNARD SAMOFF
National Labor Relations Board

Growing public concern since World War II with protection of in-
dividual rights is reflected in Congressional, administrative and judicial
action intended to insulate workers’ job rights from union control.
“Employment man” is separated from ‘“union man”; workers occupy
a dual status, first as employees guaranteed a “constitutional” right
to work, and second, as voluntary union members required only to
tender fees and dues as a condition of employment, and free to be
“good, bad, or indifferent” members.!

Individual job rights are legally safeguarded by Sections 8(b) (2)
and 8(a)(3) of the LMRA, as well as a swelling number of Federal
and State court decisions protecting workers’ jobs from union and/or
employer control. Less well recognized are forces intensifying the
individualism in jobs endowed with expanding tangible benefits through
collective bargaining. The strong motivating drive among American
workers (and all Americans) for individual success, the tendency of
our social system to emphasize self-development 2 and detailed rules
governing the employment relationship contribute unremitting pres-
sures for making jobs personal property.

As these forces push for individual protection from union power,
other forces press upon unions. Members insist that unions continually
expand employment benefits, guarantee these job-connected assets,
and insulate them from the vagaries of the impersonal market. In-
deed, members want walls around their job rights to ward off com-
petition. Among other union pressures are institutional survival, legal
accountability and society’s demands both in narrow terms in the
establishment of acceptable wages, hours and working conditions and
in broad terms to maintain the economic health of the nation.

* This is a revised and shorter version of a paper delivered by Bernard
Samoff, Regional Director, NLRB, Philadelphia, at the IRRA, New York
City, December 1965. The views expressed herein are my own and should
not be taken as the official pronouncements of either the NLRB or its General
Counsel.

1Radio Officers v. N.L.R.B., 347 U. S. 17 (1954), 40.

3Seymour Martin Lipset, “Trade Unions and Social Structure: L” In-
dustrial Relations, Vol. 1 (October 1961), pp. 75-89.
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There are two forces affecting both individual job rights and
unions’ functions. Sometimes it appears as if safeguarding job rights
is the supreme goal. Union functions are deemed relatively unim-
portant and frequently subordinated to the rights of jobholders. What-
ever the reasons and however valid, their mutuality or clash is a
reality which cannot be ignored.

That job rights and union functions conflict within unions requires
no documentation. Little understood is the union’s role as a broker
among its members with competing interests. Mostly, unions reconcile
these without involving the employer or community. But when they do
not, workers seek outside aid. Where should the line be drawn between
workers’ interests and unions’ functions? This is the key question.®

Presented briefly here are four approaches for dealing with the
confrontation between job rights and union functions, classified as
follows: (1) individual job rights (IJR) superior to union functions
(UF); (2) IJR subordinate to UF; (3) IJR and UF accommodated;
and (4) IJR and UF segregated in utility-type unions.

Data comes from relevant literature, personal study ¢ and a quarter-
century experience in labor-management relations. The views of writers
will be expressed in abbreviated and sharp terms, even though they
do not necessarily fit into absolute categories and their writings con-
tain reservations and qualifications.

This paper will not cover workers’ liberties, union democracy,
union admission policies and union security. It focuses upon local
unions, not intermediate bodies or national unions. It singles out IJR
and UF in a kind of dialectic to explore ways for handling the conflict.

IJR anp UF

Bearing in mind the limitations of any definition, I suggest this
for IJR: Legally enforceable individual benefits flowing from the
prospective employment or employment relationship. It implies a set
of fixed yet expanding rules governing employment, links the worker,
union and employer, and includes ‘“uniquely personal”’ provisions in
labor agreements, arbitration awards, court decisions, company hand-
books and those union bylaws accepted by the employer. IJR also

2 “The Individual’s Legal Rights as an' Employee,” Monthly Labor Review,
Vol. 86 (June 1963), pp. 666-673.

¢ Unpublished Ph.D. dissertation in Political Science, University of Penn-
sylvania, May 1963, and “The Impact of Taft-Hartley Job Discrimination Vic-
tories,” Industrial Relations, Vol. 4 (May 1965), pp. 77-94.
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encompass informal work rules and practices customarily governing
employment and apply to job applicants and employees and may
persist and survive even though formal employer-employee relations
are severed.®

Turning to the functions of unions, we find quite a miscellany.
Archibald Cox identifies these: (1) substituting group economic power
for individual weakness; (2) securing some job security; (3) extending
the rule of law to industrial relations; and (4) enabling workers to
participate in government of their industrial lives through their own
representatives.® George W. Taylor emphasizes these union functions:
“to discern, reconcile, and then represent the diverse and often con-
flicting demands and interests of its members and, indeed, even the
interests of nonmembers in a bargaining unit. . .” 7

For some writers all of unionism may be considered functional.
Jack Barbash observes that the union . . . serves a function not a
mission for the rank and filer and in principle this is good.” ® And
although expressed some four decades ago, Hoxie’s “functional union-
ism” is still meaningful. “From the standpoint of motives and ends
as well as from that of its character and significance . . . the real
unionism—its primary and essential expression—is functional.” ®

I use “function” to mean a requisite set of activities inherent in
union structure, namely, reflecting, reconciling and representing workers’
needs (three R’s). The latter and establishment of formal rules gov-

® Particularly helpful in analyzing this concept are the following: John Perry
Horlacher, “Employee Job Rights versus Employer Job Control: The Arbi-
trator’s Choice,” in Collective Bargaining and the Arbitrator’s Role, Mark L.
Kahn, ed.,, (Washington: BNA, Inc, 1962), pp. 165-196; William Gomberg,
“The Work Rules and Work Practices Problem,” IRRA Proceedings (May
4-5, 1961), pp. 643-654; same, “Featherbedding: An Assertion of Property
Rights,” The Annals, Vol. 333 (January 1961), pp. 119-129; Solomon Barkin,
“Labor Unions and Workers’ Rights in Jobs,” in Industrial Conflict, Arthur
Kornhauser, Robert Dubin, and Arthur M. Ross, eds. (New York: McGraw-
Hill, 1954), pp. 121-131. “Like many other observers,” write Philip Selznick
and Howard Vollmer, “we are impressed by the convergence of a number of
powerful forces tending to produce a system of rules . . . protecting job rights
of employees.” “Rule of Law in Industry: Seniority Rights,” Industrial Relo-
tions, Vol. 1 (May 1962), pp. 97-116.

¢ “The Role of Law 1n EE’rest‘:rving Union Democracy,” in Labor in a Free
Society, Michael Harrington and Paul Jacobs, ed, (Berkeley: University of
California Press, 1959), pp. 45-87.

"“The Role of Unions in a Democratic Society,” in Government Regulation
of Internal Union Affairs Affecting the Rights of Members, Senate, Subcom-
mittee on Labor, 85th Cong., 2d sess., (Washington: Government Printing
Office, 1958), pp. 16-25; 19.

8 Labor’s Grass Roots (New York: Harper & Brothers, 1959), p. 235.

® Trade Unionism in the United States (New York: D. Appleton and Com-
pany, 1921), p. S5.
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erning the employment relationship are included in “union functions.”
When unions cannot carry on these functions, they fade away. It is
sobering to realize that there is a substantial death rate among local
unions as a result of unsettled internal clashes.

IJR Superior TO UF

Clyde W. Summers, prolific, thoughtful writer on internal union
affairs, is the leading spokesman for “individual interest pre-
domination.” 1 Evaluating a decade of Taft-Hartley, he concluded
that individual rights were scarcely protected if these conflicted with
the mutual interest of unions and employers.!? Subsequently, Sum-
mers asserted that under a labor agreement workers have rights, “the
enforcement of which are not subject to the union’s exclusive control,”
and the union and employer cannot adjust or ignore them without
workers’ consent or authorization. Although he added that individual
rights are limited by the agreement and the union had a right to insist
upon its enforcement, it is clear that Summers accords priority, if not
superiority, to individual rights.’? Because these “will be subordinated
to collective institutional interests,”” Summers insists that they can
only be protected “by law.” 13

Implicit in this view is an existing cleavage between workers and
their unions, assuming that employers and unions are waging war over,
or making bargains regarding control of, the work terms of employees.!*
Alfred W. Blumrosen accepts this when he segregates ‘“critical job
interests” from collective union-employer rights. The former are any
actions destroying the employee’s claim to employment, like discharge,
major discipline, compensation for work, basic wages and seniority.

1 This is the characterization used in Professor Cyrus F. Smythe’s report
to the American Bar Association’s Section of Labor Relations Law, Washing-
ton, August 9-10, 1965, Labor Relations Reporter, Vol. 59 (August 16, 1965),
pp. 281-282.

1 “A Summary Evaluation of the Taft-Hartley Act,” Industrial and Labor
Relations Review, Vol. 11 (April 1958), pp. 405-412; 409. The data in my
study tend to confirm his conclusion that Section 8(b) (2) has not been obeyed.

12 “Individual Rights in Collective Agreements and Arbitration,” New York
University Law Review, Vol. 37, (May 1962), pp. 362-410.

13 “Freedom of Association and Compulsory Unionism in Sweden and the
United States,” Vol. 112. (March 1964) University of Pennsylvania Low
Review, pp. 647-696.

*J. B. S. Hardman, “State of the Movement,” in The House of Labor,
J. B. S. Hardman and Maurice F. Neufeld, eds, (New York: Prentice-Hall,
Inc., 1951), pp. 52-84; 67.
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Meritorious claims should be measured from the perspective of the
individual.1®

The courts and NLRB permit workers to vindicate rights arising
from agreements. Although the Supreme Court is unclear in delineating
circumstances when an employee may sue for “uniquely personal”
benefits and when ‘“he must step aside for the union,” 18 it tends to
enforce individual rights. Similarly, the NLRB, not without exceptions,
accords preference to IJR. As long as workers tender fees and dues,
they are immune from union-induced job sanctions. In Miranda
Fuel» the Board found unlawful the union-caused employer’s reduc-
tion of the employee’s seniority. Even though almost all members
voted to deprive the employee of his seniority because he breached a
long-standing practice, the NLRB concluded that the union’s conduct
had exceeded its legitimate purpose.

Writers who condemn “union power” also place job rights above
and (hopefully) beyond the control of unions. They hold that unions
possess too much power over jobs, make “decisions as to who shall
hold jobs and administer ‘codes of industrial jurisprudence.’ ” 18
Though I am not suggesting that Summers and Blumrosen necessarily
share the latter view, I note merely that both approaches consider
IJR inviolable.

UF Superior 1O IJR

This approach derives from the historical and institutional notion
that job consciousness is the central core of unions’ functions. In this
formulation, the union controls job rights; it must fix, alter and
enforce rules governing jobs and their holders.!® All individual claims

5 “Group Interests in Labor Law,” Vol. 13 &Spring 1959), Rutgers Law
Review, pp. 432-484; same, “Legal Protection for Critical Job Interests; Union-
Management Authority versus Employee Autonomy,” Vol. 13, Rutgers Low
Review, pp. 631-665, same; “Legal Protection Against Exclusion from Union
Activities,” Vol. 22, (Winter 1961), Ohio State Law Journal, pp. 21-38; same,
“The Worker and Three Phases of Unionism: Administrative and Judicial Con-
trol of the Worker-Union Relationship,” Vol. 61 (June 1963), Michigan Law
Review, pp. 1435-1526.

8 Smith v. Evening News Association, 371 U. S. 195 (1962), Mr. Justice
Black’s dissenting opinion at 204.

140 NLRB 181 (1962), set aside, 326 F. 2d 172 (CA-2, 1963).

1B Lillian W. Kay, Economic Implications of Union Power, (New York Na-
tional Association of Manufacturers, 1962), p. 31.

1 Selig Perlman, “The Basic Philosophy of the American Labor Movement,”
The Annals, Vol. 274 (March 1951), pp. 57-63; Philip Taft, “Internal Charac-
teristics of American Unionism,” ibid., pp. 94-100.
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are encompassed within, settled by, and subordinate to, unions’ collec-
tive representational responsibilities.

It adopts certain notions regarding the nature and task of unions,
the role of intraunion processes and group protection of members’ job
rights. Before unionization and before a worker is hired, there are no
IJR. Just as workers obtain job protection through unions, so also
they must share with members control over all jobs, including theirs.
Both job benefits and workers’ competing job claims must be resolved
within unions. Since there is no three-way relationship—individual,
union and employer—but a two-way one between the union (embracing
all jobholders) and employer, this view rejects legal principles sepa-
rating and enforcing IJR.

Various writers emphasize the importance of intraunion processes.
John T. Dunlop noted differing employee preferences;2° John D.
Pomfret observed that unions must “mediate between its members” so
that employers “may deal with one set of consistent demands rather
than a cacophony of different ones” ;2! Neil W. Chamberlain saw “in-
formal, shifting, and frequently underground combinations of em-
ployees within unions”;22 James W. Kuhn reported “fractional bar-
gaining” at the plant level;2 Melville Dalton evolved the concepts of
“working illegalities” and “cooperative evasions” to characterize intra-
union and union-employer transactions;?* and Robert Dubin noted
both a power struggle between the employer and union and one “within
each of these groups.” 2 George W. Taylor placed UF in a central
position when he stressed “intra-union procedures” for insuring “full
and adequate consideration of . . . diverse and conflicting aims . . .

”"“Tlée Public Interest in Internal Affairs,” in Selected Readings, op. cit.,
pp. 18-16.

A New York Times, (October 22, 1964).

% “Determinants of Collective Bargaining Structures,” in The Structure of
Collective Bargaining, Arnold R. Weber, ed., (New York: The Free Press of
Glencoes, Inc., 1961), pp. 3-19; 9.

2 Bargaining in Grievance Settlements: The Power of Industrial Work
Groups, (New York: Columbia University Press, 1961).

# “Cooperative Evasions to Support Labor-Management Contracts,” Insti-
tute of Industrial Relations, University of California, Reprint No. 107 (1962) ;
Dalton, Men Who Manage (New York: John Wiley & Sons, Inc., 1961),
Chapter 5, pp. 110-147.

% “Behavioral Science Analysis and Collective Bargaining Research,” Labor
Law Journal, Vol. 16 (August 1965), pp. 500-508; 504.
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and an accommodation.” 26 Like Taylor, Arthur J. Goldberg and
David L. Cole emphasized the centrality of UF.%

Unlike those who raise IJR above the group, Taylor and the others
conceive IJR and unions as a single entity. UF involve a continuous
political process. When workers have access to their unions they have
a forum for resolving individual claims and aspirations. Responsibility
and authority for handling IJR rest firmly and unequivocally within
local unions where union leaders share in the process with members
and the former are empowered to implement agreed-upon policies.

IJR anp UF AcCCOMMODATED

This approach accepts the internal needs of unions to settle differ-
ences among members. But those holding this view are uneasy regard-
ing the “growing power of unions . . . over lives of individual
workers,” 28 and ask “whether organized labor is actually becoming a
menace to freedom.” 2° Their distress characterizes several Fund for
the Republic pamphlets and was capsuled by Clark Kerr: “The great
current issue is the impact of the union on the freedom of the worker.” 3°

The striking-a-balance view treats IJR as unalienable rights and
relies on these assumptions: (1) workers have job interests which must
be protected; and (2) unions cannot and will not always protect these
interests. Since unions are partly political, have no separate judicial
process, engage in both conflict and negotiations, and must survive,
IJR cannot be entrusted to their leaders, internal processes or
majorities.

This approach first draws boundaries around IJR and second finds
a working harmony with UF. Asserting that unions engage in a

2 “Public Responsibility of Unions in Collective Bargaining,” in Labor’s
Public Responsibility, (Madison: National Institute of Labor Education, 1960),
pp. 16-27, 9; and “Collective Bargaining,” in Automation and Technological
Change, John T. Dunlop, ed., (Englewood Cliffs: Prentice-Hall, Inc., 1962), pp.
84-102, 99.

Z “A Trade-Union Point of View,” pp. 102-118, and “Union Self-Discipline
and the Freedom of Individual Workers,” pp. 88-101, in Labor in a Free
Society, op. cit.

#Benjamin Aaron, “Changing Legal Concepts and Industrial Conflict,” in
Industrial Conflict, Arthur Kornhauser, Robert Dubin and Arthur M. Ross,
eds., (New York: McGraw Hill Book Co. 1954), pp. 418-427, 425; Aaron,
“Some Aspects of the Union’s Duty of Fair Representation,” Ohio State Law
Journal, Vol. 22 (Winter 1961), pp. 39-63.

® William M. Leiserson, American Trade Union Democracy, (New York:
Columbia University Press, 1959), p. 81.

® Unions and Union Leaders of their Own Choosing (New York: Fund for
the Republic, 1957), p. 6.
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“political process” when they serve as brokers among workers with
conflicting interests and defining the process as involving a “melange
of power, numerical strength, mutual aid, reason, prejudice, and
emotion,” Cox concludes that “limits must be placed on the authority
of the group, but within the zone of fairness and rationality . . .” 31
Hanslowe would permit union control over IJR provided unions met
the “strictest requirements of honesty and performance” and insured
a “high degree of democratic self-government.” Conceding that stan-
dards have been “less than perfectly formulated,” he noted, “the union’s
conduct must not be willful, arbitrary, capricious or discriminatory.” 32
Aaron finds conflicts between IJR and UF as “unavoidable concomitants
of our collective bargaining system,” and concludes that we must find
the “way to resolve them without destroying the rights of either the
minority or the majority.” 33

Earlier I noted that the NLRB and courts tended to insulate IJR
from UF. However, their decisions do not always endorse IJR. Thus,
in Ford Motor Co. v. Huffman, 345 U. S. 330 (1953), the Supreme
Court said that unions must be granted a ‘“wide range of reasonable-
ness in serving” units they represent, “subject always to complete
good faith and honesty of purpose.” In Humphrey v. Moore, supra,
“Conflict between employees represented by the same union is a
recurring fact. To remove or gag the union in these cases would
surely weaken the collective bargaining and grievance processes.”
Similarly, in some cases the NLRB found no violation where it found
that the unions’ true motive, legitimate purpose or good faith was the
basis for causing job discrimination. Like the Court, the NLRB
occasionally strives to accommodate UF and IJR.3¢ Neither NLRB
nor court decisions “fit easily into the framework of generalization,”
and “are more likely to turn upon the facts of a given case than upon
the application of an established rule of law.” 3

% Law and the National Labor Policy, (Los Angeles: Institute of Industrial
Relations, University of California, 1960), p. 84.

* “Individual Rights in Collective Labor Relations,” Cornell Law Quarterly,
Vol. 45 (1959), pp. 25-55; 46, 52, and Hanslowe, “The Collective Agreement
agd the Duty of Fair Representation,” Labor Law Journal, Vol. 14, pp. 1052-
1072.

3 “The Individual’s Legal Rights as an Employee,” Monthly Labor Review,
Vol. 86 (June 1963), pp. 666-673; 673.

* Trial Examiner Harold X. Summers provides an excellent comprehensive
summary of this point in, Shield Radio & Chicago Federaiion of Musicians,
Local 10, AFM, 153 NLRB No. 11 (1965), pp. 19-23 mimeo.; IWanzer Dairy
Co., 154 NLRB No. 66 (1965).

* “Some Aspects of the Union’s Duty of Fair Representation, op. cit., p. 63.
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IJR AND UF SEGREGATED IN UTILITY-TYPE UNIONS

Recharacterizing unions as “public utility or service” agencies
“rather than . . . voluntary membership” groups, Arthur M. Ross
relies on these propositions:3¢

1. Collective bargaining is the principal business of unions;

2. Most employees are non-participating, uninterested and invol-
untary members who are unequipped for major decision making
and behave as “clients or customers” asking their unions only
for efficient service as “electricity users”;

3. Collective bargaining is essentially a leadership function which
requires not representative but fiduciary-type union leaders;
4. Unions as organizations lead a life separate and distinct from
members, with “organizational survival” the ‘“central aim of

leadership;”

5. Members react to, or acquiesce in, collective bargaining policies
because they ‘“do not emerge from the membership but are de-
veloped in the upper reaches of company and union officialdom”;

6. Neither union activity “at lower organizational levels close to
the rank and file” nor “temporary opportunistic factions” seri-
ously challenge the concept of the union as a ‘“‘service agency
for clients”;

7. Union dues are defined not as “membership obligations but as
service charges or taxes”; and

8. Unions also share with management “important governmental
functions in the regulation of their constituents.”

The Ross thesis compels us to view IJR and UF from entirely
different perspectives. No longer are the former governed by the
unions’ political process. In his earlier piece Ross noted that rank and
file pressures had to be reconciled, but in his recent one he observes
that fiduciaries are responsible for compromising the “interests of
different constituents against each other.” He concludes that these
pressures are akin to those displayed by stockholders or utilities’
customers, rather than the volatile and exaggerated demands of union
members. If there is no worker’s community and if the union meeting
is a plebiscitary body, there is no place for or means of reflecting,
reconciling or representing members’ interests.

This implies that each employee acquires independent and distinct
job rights requiring protection “so long as union leaders exercise

8o “Labor Organizations and the Labor Movement in Advanced Industrial
Society,” Institute of Industrial Relations, Reprint No. 252, (Berkeley: Uni-
versity of California, 1965), pp. 1359—1385 all quotes from "this article. Ross,

Trade Union Wage Policy, (Berkeley and Los Angeles: University of Cali-
fornia Press, 1950).
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important control over job opportunity.” But these are not IJR
within membership organizations which govern the collectivity of
jobs, since they are like the shares of stock or use guarantees customers
receive from corporations or utilities. Giving limited participation
rights to investors or satisfying utility customers is far different from
meeting workers’ needs and hopes. Jobs are far more an intimate
element of workers’ lives than investments or services. What unions
are and what they do determine in a decisive way much of workers’
lives. Unions are more comparable to political than to business or
utility organizations.3?

Ross seemingly denigrates the debates, conflicts and compromises
within local unions, since UF, if carried out, are rarely meaningful
when “collective bargaining has become a business function devoid of
preternatural significance.” His formulation suggests that unions with-
out members remain unions, that unions are mere labor-selling and
delivery agencies for fixed prices, and that collective bargaining is
a one-shot not continuous process. Having submerged UF, Ross turns
over to the fiduciaries’ responsibilities for fair representation, equal
treatment in the administration of job opportunities and good faith
prudent handling of IJR. If Ross’s concepts accurately reflect the
major elements of our industrial relations system, then solving the
IJR-UF conflict will be comparatively easy.

OBSERVATIONS AND THEMES

This brief inventory of approaches for handling IJR and UF
skims the voluminous literature and decisions. These questions are
relevant: Do workers have rights as employees, unrelated to union
membership? When must individual rights yield to the majority? Are
job rights a legal fiction? Can we segregate job rights—those governed
by unions and those immune from their control? Do unions via col-
lective bargaining create, represent and enforce job rights? Under
what conditions may unions and employers override IJR? As we
search for ways to eliminate racial discrimination, do rights to work
and jobs require protection from unions? *® Can we strike a balance
between immunities for IJR and unions’ power over jobs? Is the
conflict more reconcilable if we adopt Ross’ concepts?

% Otto Kahn-Freund, “Trade Union Democracy and the Law,” Ohio State
Law Journal, op. cit., pp. 4-20.

8 Michael I. Sovern, “The National Labor Relations Act and Racial Dis-
crimination,” Columbia Law Revieww, Vol. 62 (April 1962), pp. 563-632.
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Are IJR and UF compatible or conflicting? Some contend that
they can exist harmoniously. Assuming that job rights are collective
and unions must reflect, reconcile and represent the claims of all job-
holders, it follows that UL are compatible with IJR. Others contend
that IJR and UF are always clashing because the interest of individual
workers cannot be encompassed within the collective job territory. The
literature and decisions leave the impression that IJR-UF conflicts
are widespread and unresolved. This does not correspond with reality
because most disputes over job rights are settled within unions to the
satisfaction of both individual claims and unions’ aims. And it could
not be otherwise because unions are organized to satisfy members’
needs and goals. If these were unsatisfied, members would desert or
change unions, foment wildcat strikes, reject unions’ grievance and
contractural settlements or create instabilities.

However risky, a look into the future is useful. Will the conflict
be harmonized? Probably not, but we shall, paraphrasing Reinhold
Niebuhr, find proximate solutions for insoluble problems. If the
number of 8(b)(2) charges is a criterion, there is a substantial
diminution between fiscal years 1958 and 1964. In the former, these
constituted 61.2% of all charges filed against unions, whereas by
1964 they were 36.4%, even though there was an increase of 1664
charges during this period. Unions are rationalizing their records to
avoid indiscriminate discharges for failure to tender dues and fees.
Better educated and alert membership, more sensitive leadership and
greater awareness of members’ civil liberties are likly to diminish
cavalier job discrimination. Both the courts and NLRB seem some-
what more responsive to UF and members’ obligations. And Section
8(f), added to LMRA in 1959, recognized the peculiar nature of par-
ticular problems in the building trades.

But the picture may not be as rosy as the above suggests. Tech-
nological changes producing job contraction, rising expectations among
workers for income security, struggle for job equality and expending
job benefits could intensify the IJR-UF conflict. If unions cannot
fulfill their three R’s role to the satisfaction of workers and com-
munity and if Ross’ recharacterization accurately mirrors existing
union conduct, the conflict will likely intensify. Balancing all factors,
including workers’ access to the NLRB, courts and arbitration for
protecting IJR, I conclude with some reservations that we shall evolve
an accommodation between IJR and UF within our industrial relations
system.



LEADERSHIP STRATEGIES FOR ACHIEVING
MEMBERSHIP CONSENSUS DURING
NEGOTIATIONS

Ricaarp E. WALTON
Purdue University

I—DEFINITION OF THE PROBLEM SITUATION

This paper deals with leadership attempts to control their own
constituents. Assume two parties are engaged in “social negotiations,”
which has been defined in terms of the following four conditions and
their associated behavioral processes:! (1) Leaders of two groups are
negotiating important issues involving conflict of interest, and there-
fore require bargaining. (2) The agenda includes potential for com-
mon gain, and provides an incentive for joint problem-solving. (3) The
level of trust between the two groups and between their respective
negotiators is important because it affects the implementation of sub-
stantive agreements. Intergroup relations are maintained or changed
through attitudinal structuring activities. (4) The leader has limited
formal power to determine either bargaining strategy or what con-
stitutes an acceptable agreement. Ultimately he is accountable to his
group. To achieve internal consensus, he engages in intragroup bar-
gaining. Many social settings meet these four conditions and therefore
involve social negotiations: e.g., collective bargaining, international
relations, civil rights groups bargaining with authorities.

Analysis of negotiations in these terms identifies tactics unique to
each subprocess. The tactical requirements of the four subprocesses
are often more than different, they happen to be mutually contra-
dictory. Thus, synthesis of the four subprocesses reveals action
dilemmas for the group leader who pursues two or more subprocesses
simultaneously or in close sequence.

Two recent papers further treat the nature of the tactical dilemmas
created by pairs of subprocesses, focusing on power bargaining versus
attitude change 2 and bargaining versus problem-solving.® The papers

! A general theory of social negotiations is proposed in Richard Walton and
Robert McKersie, A Behavioral Theory of Labor Negotiations: An Analysis
of a Social Interaction System. (New York: McGraw-Hill, 1965).

? Richard Walton, “Two Strategies of Social Change and Their Dilemmas.”
Journal of Applied Behavioral Sciences, Vol. l (April, 1965), pp. 167-179.

*Richard Walton and Robert McKersie, “Behavioral Dilemmas in Mixed

Motive Decision Making.” Institute Paper No. 108 Institute for Research in
the Behavioral Sciences, Purdue University, 1965.

99



100 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

draw conclusions about ways a negotiator copes with these dilemmas.

This paper focuses upon condition four, the problem of gaining
intragroup consensus, considering that the leader simultaneously must
deal effectively with the first three conditions of intergroup negotiations.

A leader may wish to exercise influence over the aspirations of
constituents in terms of the objectives of negotiations. Also, he may
want to modify the level of hostile intergroup feelings manifested by
his constituents. These attempts to revise objectives and to arouse or
allay antagonistic feelings often are related.

Raising constituents’ aspirations makes possible greater demands
on the opponent. Increasing constituents’ hostility creates a climate in
which ambitious demands and coercive threats are both more appro-
priate in the eyes of the constituents and more credible to the opponent.
For example, the Johnson Administration increased U. S. commitment
in Viet Nam when there was doubt among constituents about his rela-
tively ambitious objectives and strategies. Thus, the Administration
simultaneously tried to increase constituents’ suspicion and hostility
toward the adversaries. Similarly, in labor-management the newly
elected president of the International Electrical Workers Union (IUE)
may make a concerted attempt to increase the union’s bargaining
effectiveness with General Electric. If so, he will need to raise the
aspirations of local union officials and other members.

Lowering the aspirations and antagonistic feelings of constituents
permits the negotiator to make the concessions he deems necessary.
For example, provocative acts by adversaries relative to Berlin and
Cuba generated outcries from segments of the U. S. public calling for
more aggressive action in these areas; whereas the Administration pre-
ferred to make measured and often symbolic responses and attempted
to influence the public accordingly. At one point during the racial
crisis in Selma, Alabama, Martin Luther King became persuaded by
the Justice Department that he should not attempt the march to
Montgomery that day in violation of a court order. The sentiments of
his constituents and other civil rights leaders strongly favored con-
tinuing the march. His leadership task was to reduce their aspirations
temporarily. Labor negotiations between International Harvester and
the United Automobile Workers (UAW) have frequently involved top
union officials performing a moderating role, often dissuading the local
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officials from adhering to unreasonable demands and from advocating
unnecessarily militant strategies.*

II—INTERGROUP INFLUENCE

It is commonplace to note that many tactics by chief negotiators are
“window dressing” for the committee or membership. They may be
termed “rituals,” suggesting that the behaviors perform routine and
ceremonial functions. Actually these and other tactics often involve
great subtlety and perform essential and difficult functions of intra-
organizational influence.

Why the need to influence? Because the leader and member occupy
different structural positions, they have different evaluations of pro-
posals and estimates of the feasibility of achieving or resisting demands:
(1) Leaders more than members are sensitive to issues of an institu-
tional character, including, considerations of precedent, policy, public
image, membership size, comparisons with other groups, etc. (2) Also
leaders can better judge the full range of implications of some issues
e.g. a complex benefit plan or an arms control agreement. (3) Leaders
are often more calculating and better appreciate the full range of
sanctions that both sides can invoke if there is failure to agree. (4)
Often these sanctions have differential adverse effects on the lives of
leaders and members. (5) Finally, leaders have more information
about the opponent’s preferences and power, more skill in interpreting
clues, and more opportunity to test out their hunches through tentative
probing.

Thus, typically a leader has a more realistic view of the situation
considerably in advance of his membership. How does he achieve con-
sensus around his own views? “Consensus” here refers to the requisite
level of support to make a binding decision which commits the total
organization.

Assume that the leader of the group advancing the demands must
reduce an unfavorable discrepancy between the members’ expectations
and his own. He may adopt an active influence strategy, attempting
to avoid ambitious expectations at the outset or reducing them during
negotiations by:

(a) structuring the planning committee to exclude persons who
* Robert McKersie, Charles Perry and Richard Walton, “Intraorganizational

Bargaining During Labor Negotiations.” Journal of Conflict Resolution, Vol.
IX (December 1965).
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are likely to urge greater demands and more militant
strategies;

(b) bringing into more direct contact with the opponent those
who underestimate the opponent’s strength or determina-
tion and who may revise this estimate on the basis of such
an experience;

(c) presenting information, developing arguments and employ-
ing emotional appeals in order to revise the constituents’
evaluations and perceptions;

(d) invoking personal prestige or political power to encourage
dissenting subgroups to bring their views into alignment
with his view.

Alternatively, the leader may reduce the discrepancy through a
more passive strategy, rationalizing disappointing outcomes after the
fact and/or obscuring the actual results which fall below members’
expectations. This approach is implemented by:

(a) “going-through-the-motions” during bargaining, i.e., appear-
ing to conform completely to the members’ strategy ex-
pectations and to their preferred objectives;

(b) shifting the blame to other groups or to circumstances
beyond the leader’s control;

(c) limiting the opportunity for surveillance, e.g. by excluding
those members who would object to or reveal the extent
of the concessions made in the interest of reaching agree-
ment;

(d) setting bargaining ground rules against publicizing the
progress of negotiations;

(e) utilizing unwritten agreements or secret understandings to
cover those concessions which are not compatible with the
expectations of the membership;

(f) directly misrepresenting the level of achievement, e.g., by
exaggerating the value of a minor item conceded by the
other or dismissing as unimportant some concession gained
by the other.

The above list of intragroup influence tactics is not exhaustive. It
represents the more important maneuvers employed in several dozen
labor-management negotiations studied by McKersie and the present
author.

III—DrLEMMAS BETWEEN INTERGROUP NEGOTIATING TASK AND
ACHIEVING INTRAGROUP CONSENSUS

The influence techniques for obtaining the requisite membership
support often interfere with interparty negotiations, creating the
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dilemmas described below. For ease of exposition, unless otherwise
stated the dilemmas are presented with the constant assumption that
the leader’s task is to take a less militant bargaining stance than
members expect or to reduce members’ expectations about substantive
results.

Power Bargaining vs. Achieving Intragroup Consensus

Power in interparty negotiations is built by displaying membership
militancy and commitment and occasionally fulfilling an explicit or
implicit threat. However, considering the problem of building intra-
group consensus, the leader prefers flexibility rather than commitment.
The discussion turns to several specific tactical dilemmas.

Membership Power vs. Leadership Control. A leader can often gain
a power advantage in intergroup bargaining by indicating that not only
are his constituents more ambitious and less reasonable than he is, but
also he cannot greatly influence them unless their present minimum
demands are met.

Although made for the benefit of the opponent, messages along
these lines encourage members to assert their influence, and hence in
fact decrease the leader’s intragroup control. Conversely, if a leader
demonstrates effectiveness in reducing the level of aspiration of his
constituents when that becomes desirable during negotiations, he often
loses some leverage in intergroup bargaining.

For example this dilemma is confronted in its sharpest form by a
union official when he is faced with a recalcitrant subgroup threatening
an unauthorized strike unless there is more progress—even before
negotiations are concluded. Sometimes if the official brings the dis-
senting subgroup into line, he loses intergroup power; whereas if he
does not, it gains the ascendancy.

Crystallized vs. General Objectives. Should a leader create ambitious
and crystallized expectations on the part of the constituents? Or,
should he keep expectations conservative and vague? In order to
maximize one’s bargaining power in intergroup bargaining it is often
tactical to develop strong membership commitment to fairly specific
objectives.

In contrast, achieving intragroup consensus may require that mem-
bers’ expectations be kept both vague and conservative. Thus, the
more a leader employs specificity and firmness in intergroup com-
mitment strategy, the more difficult it is to achieve internal consensus.
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Broad vs. Narrow Participation. How much should members par-
ticipate in developing negotiating proposals? A group’s bargaining
position is strengthened by the implied or actual membership com-
mitment to the group’s proposals which results from participation.

Broad participation has potential disadvantages for the leader who
must eventually achieve consensus around a feasible set of demands.
Members may become f00 committed to a set of proposals which are
too ambitious. Also members may become so interested in the
progress of negotiations that the leader may find it difficult to employ
several influence tactics discussed earlier, such as limiting member sur-
veillance and misrepresenting the level of achievement.

Ignoring Threats vs. Confronting Harsk Realities. In intergroup
bargaining it is often effective for the leader to ignore, deny, or dis-
credit the opponent’s tactical threats. The effectiveness of an opponent’s
threat depends upon whether it is perceived as credible. If the op-
ponent’s threats are not heard or are not believed, he will not expect
to derive any gains from them, and will not feel an obligation to
follow through with fulfillment.

However, if the constituents advocate unrealistic actions, the leader
may be able to divest them of these views by confronting them with
the strength and determination of the opponent. Thus, he may want
to recognize and identify commitment statements by the opponent.

Indirect vs. Direct Contact. Should the influential doubters among
the group’s membership be brought face-to-face with the opponent?
This direct contact often has the advantage of helping the leader build
a consensus around his own more realistic assessment of the opponent’s
strength and determination.

But in terms of intergroup bargaining the leader risks losing some
control over information reaching the opponent. The more people in-
volved the more likely it is that one of them will emit clues helpful
to the opponent. Another risk is that the opponent may be too suc-
cessful in making believers out of doubters.

Overstatement vs. Understatement of Concessions. In intergroup
bargaining it is often tactical to overstate the value of a proposal, so
that when it is dropped, one can ask for something in return. Exag-
gerating the value of a false issue creates intragroup difficulties if the
membership is also misled. Leaders can’t count on the membership
to know the real (small) value of a particular concession which the
opponent believes it is a major one, especially when issues are so
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complex that the membership must rely upon the leaders to interpret
and evaluate them.

Understatement vs. Overstatement of Achievement. How should
the leader characterize his group’s bargaining success? With reference
to the members, the leader prefers to claim a victory, overstating the
value of the final agreement in order to gain support for the settlement
and the leadership.

With reference to the opponent, the leader is inclined to understate
the opponent’s concessions in order to gain his agreement and avoid
having him feel defeated. Feelings of defeat can affect the post-
negotiation relationship; and it can create a psychology of “wait until
next year,” including a determination to do better next time.

Problem-Solving vs. Intragroup Consensus

Opportunities may arise for reaching a solution which is mutually
satisfactory in terms of the original objectives of the two parties.
However, the leaders may not be able to engage in the necessary
problem-solving interaction because of internal pressures, which they
themselves helped generate.

Integrative Solutions vs. Win-Lose Orientation. The leader, more
than his constituents, is aware of integrative possibilities, in which
neither side loses. For example, there are an increasing number of areas
in the international situation where there is collaborative as well as
conflict potential in United States relations with the Soviet Union. The
continued orientation of the U. S. public is to count wins and losses
in diplomatic encounters with Russia, thereby creating a domestic bind
for any President who would vigorously search for integrative solu-
tions, rather than pursue “winning” ones.

Genuine Exploration vs. “Toucking All Bases.” How many pro-
posals should be taken to the negotiating table and how should time
be allocated to them? The requirements of problem-solving and build-
ing intragroup consensus usually create a tactical dilemma. Discussing
the pet proposals of every organizational faction often helps gain con-
sensus around the eventual results, but prevents more serious explora-
tion of the integrative potential of fewer items.

Attitudinal Structuring vs. Intragroup Consensus

The intergroup negotiations frequently require the leader to present
himself as moderate, even sympathetic to his counterpart from the
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opposing group. Especially if the parties are entering into problem-
solving rather than pure competition bargaining, the leader will prefer
to communicate trust, rather than suspicion.

However, the leader may be advised to display suspicion and
militancy toward the other leader in order to retain confidence of the
membership and avoid being charged with “going soft” or “selling out.”
Actually the more the leader believes he will fall short in achieving
the original substantive objectives, the more he will display personal
militancy. This display makes it easier for constituents to accept less
than they had earlier expected; and it viccariously dissipates some
of the hostility bolstering the ambitious demands.

Initiatives in Developing Trust vs. Meeting Member Expectations.
Certain behaviors are instrumental in achieving more positive attitudes
between the representatives of the two groups, but also tend to com-
plicate the problem of achieving intragroup consensus:

(a) The identification of personal characteristics which are
common to the two leaders and the use of similar language
are tactics which tend to create trust between them; but
also risk alienating them from their respective groups.

(b) An emphasis on the fact that leaders may have a mutual
interest in stability and avoiding conflict increases mutual
understanding between them; but it may also lead to con-
cerns on the part of members that leaders are placing their
own personal political interests ahead of group interests.

(c) Assisting the opponent leader in strengthening his position
within his own organization and treating him with respect
can build good will between leaders; but violate members’
expectations.

Not only do member expectations preclude the positive overtures above,
but also specifically include provocative behaviors by the leader, re-
quiring that he publicly invoke favorite intergroup stereotypes, indulge
in emotional displays and saber rattling, angrily reject the opponent’s
inadequate proposal, refer to the group’s objectives in win-lose terms,
etc. If the leader manifests these normative behaviors today, he is in
a better position to influence the members tomorrow.

IV—CoriNc WITH THE DiLEMMAs: SECRET DIPLOMACY,
Tacit COMMUNICATION AND NEWS MANAGEMENT

Generally, the dilemmas described above require that leaders con-
form to the dictates of either the intergroup processes or the intra-
group process. However the leader often can take supplementary steps
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to minimize these dilemmas. The general problem is to try first to
communicate different messages to one’s own members and to the
opponent; and then in other ways to control the extent to which those
two audiences learn each other’s views, levels of expectation, feelings,
etc. The coping mechanisms can be viewed under three headings:
secret diplomacy, tacit communication, and news management.

Secret Diplomacy

Secret negotiations maximizes separation of the intergroup bargain-
ing and intragroup consensus building. Separation may be both phys-
ical and temporal: the leaders can enter into secret negotiations, reach
a mutual understanding, and then announce publicly that they are
“entering into talks.” During secret negotiations the leader can at-
tend to the requirements of intergroup bargaining power in the follow
ing ways: he can cite the membership initiative which would develop
if the talks were to become public before agreement had been reached;
he can indicate that the membership aspirations would be more am-
bitious and crystallized than his own; he can note that members
would demand broader participation, thereby making agreement more
difficult; etc. By not actually invoking them, the leader can use these
intergroup bargaining tactics without simultaneously creating difficulties
in eventually bringing the members into line. Thus, when the two
leaders have reached a private understanding, each can then go to
work and structure realistic expectations on the part of their respective
memberships.

Secret intergroup negotiations followed by a period of staged public
negotiations and consensus building also ease the dilemmas between
intergroup problem-solving and intragroup processes. Secret negotia-
tions permit freer and fuller exploration of a problem; subsequently,
if their members expect it, the negotiators may “touch-all bases,” saying
the necessary things about all issues advanced by important member-
ship factions.

Tacit Communications

This coping mechanism involves tacit communication by the leader
of one group and relies upon tacit cooperation of the opponent in return.
One leadership tactic discussed earlier involves complying with the
members’ expectations about bargaining behavior e.g., using intergroup
stereotypes, militant talk, etc. Often this has the advantage of gaining
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the confidence and support of members, but runs the risk that the op-
ponent will read it as either the leader’s own feelings or a bonifide
threat or a deliberate attempt to whip up these feelings rather than
simply to comply with them. If the leader can communicate tacitly
to his counterpart that in fact he is only going-through-the-motions, he
reduces or eliminates these risks.

Recall the potential dilemma created when a leader wants to in-
volve in negotiations the doubters among his membership so that they
would experience the opponent’s adamacy; but is afraid that the mem-
bers might actually overreact or furnish the opponent with other bar-
gaining clues. If leaders of the two groups can reach private agreement
on the outcome, they tacitly cooperate, each playing their respective
roles in helping the other build internal consensus.

Tacit communication and cooperation between the leader and his
opponent is necessary for minimizing the intergroup risks involved in
another intragroup influence maneuver, namely overstating the value
of the concessions his group obtained from the opponent. A negotiator
who anticipates that he will fall short of reaching his original nego-
tiating objectives needs the tacit cooperation of his opponent in letting
him claim trumped up gains to save face.

News Management

With or without the aid of either tacit communications or secret
diplomacy, the leader will manage the news in the interest of mini-
mizing his own dilemmas. He manages a news item relevant to inter-
group negotiations by transmitting or not transmitting, by giving em-
phasis or deemphasis, by providing context, by giving fleeting or sus-
tained attention to the same news item, etc. The leader manages the
news in order to achieve specific distortions in the perceptions of his
constituents, such as the following:

If the membership persists in overvaluing an item, the negotiator
will tend to overstate the difficulty in achieving it.

If there are several subtle and complex implications of an issue
which account for the leader’s opposition to a given outcome
of negotiations preferred by the members, the leader will tend
to exaggerate the importance of any arguments against the pro-
posal which are simple and readily understood.

Assume that two groups which have achieved a desirable level
of good will experience great difficulty: in reaching agreement
on a matter of deep Importance. Objectively the situation
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may reach crisis proportions as negotiations appear to the
leaders to be on the verge of a breakdown, but the leaders will
usually choose not to fully communicate the gravity of the situa-
tion. They are afraid that polorization of attitudes of their
respective populations will hinder their conduct of intergroup
relations.

News Management and Exaggeration of Perceived Crisis. There is
one self-justifying aspect of news management, especially when the
distortion is in the direction of over-stating the degree of crisis. A
leader’s biased information transmitted to the constituents can arouse
suspicion and hostility toward the adversary. Raising the level of
intergroup antagonism itself tends to occasion further management of
the news. Why?

First, the leader now faced with an aroused constituency must be
more concerned that this group arousal does not develop its own
dynamics and directions independent of his influence. He must there-
fore guard more against the possibility that news events not under his
control will precipitate public reactions which interfere with inter-
group negotiations. He responds by monitoring more news items and
by developing grosser compensating distortions where ‘“inappropriate”
news is reaching the constituency through independent sources of news.
Also, there is the more common problem related to the old adage that
lies become necessary to cover up or explain away old lies.

Second, if the original distortions aroused feelings of suspicion and
hostility toward the opponent, the leaders can better justify any other
news management. Controlling the news becomes legitimate, even to
constituents. The more severe the perceived crisis, the less the con-
stituency withdraws confidence and support from the leader if and
when it is later discovered that he had distorted information about the
adversary.

Counter pressures to News Management. Under what conditions will
members place counterpressures on the leader to share more information
with the membership and to accept more influence from the member-
ship?

1. The more membership confidence that the leader adheres to
membership goals, the more latitude a leader has in choosing the target
level of achievement and negotiation strategies.

2. The more membership confidence that a leader has high expertise
in bargaining, the more latitude the leader has in choosing targets and
strategies.
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3. The loss of confidence which the leader suffers whenever the
constituents later learn that during a crisis he deliberately distorted
information depends upon which of the following factors were misrepre-
sented: tactics; strategies; the relative strength of the two sides; the
real precipitating events (versus pretexts which were planned or op-
portunistically seized upon); other group’s motives and goals; own
group’s motives and goals. The factors are listed in the order of the
membership’s tolerance for news distortions. The hypothesis is that
distortion of information about tactics, strategies and the power of
the two groups involve fewer leadership risks than distortions about
own group’s or other group’s motives and the true nature of the events
which precipitated the crisis.

V—CONCLUDING STATEMENT

Achieving intragroup consensus during intergroup negotiations is
not merely another instance of the general problem of group leader-
ship. The subtlty and complexity of this particular leadership process
illustrated by the action dilemmas described above create temptations
to engage in private understanding with the other leader and the
tendency to manage news disseminated to one’s membership. Decep-
tion may be used to mislead the adversary; however, often it is intended
to influence one’s own constituents. In fact, there may be more out-
right news management for internal purpose than for intergroup pur-
poses. As one beneficial by-product, the need to manage their respec-
tive constituent groups may provide the leaders with an important
emotional basis for identifying with each other and a key practical
reason for cooperating with each other at the tactical level of bargaining.



DISCUSSION

WiLriam A. FAUNCE
Michigan State University

The purpose of this discussion is to raise some questions regarding
the organizational, ideological, and broader societal context of the issues
considered in these two papers. The first question I would like to pose
is the following:

(1) What type of organizational structure is it that gives rise to
conflict between individual job rights and union functions and
produces the dilemmas regarding membership consensus during
negotiations?

The considerations in both papers are stated in a manner which
suggests that they are generalizable to all situations. In fact, it seems
clear that these issues are not universal but grow out of particular social
organizational conditions that affect both their form and intensity. One
set of social structural variables that seems especially important in this
regard is the size of the organization and the resulting variation in
complexity of organizational structure. Individual job rights versus
union functions is, for example, probably less often an issue in small,
undifferentiated local unions and, when it becomes an issue, is probably
more often resolved through informal social processes. The fact that
cases of abridgement of individual job rights of workers from small
locals reach the NLRB may simply reflect the much larger number of
small locals and the relative lack of formal mechanisms for conflict
resolution within these locals when informal social processes prove in-
adequate.

The probability of membership dissensus, the nature of intra-party/
inter-party role conflicts, and leadership strategies for resolving these
conflicts are also affected by organizational size and complexity. Even
in unions of the same size, however, there may be gross differences in
the nature of the leader-follower relationship. Some unions are char-
acterized by a relatively undifferentiated power structure involving little
more than a charismatic leader and a mass following. Others are highly
bureaucratized with a large number of authority levels separating union
leaders from members. These two types of leader-follower relationships
differ in their patterns of accountability and in the kinds of sanctions
at the disposal of both leaders and followers. The accountability and
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sanctioning processes are social structural variables that have an im-
portant bearing upon the issues presented in both the papers under dis-
cussion. Differences in the role of union and management negotiators,
for example, are related to differences in the structure of the two or-
ganizations and affect the dilemmas described by Dr. Walton. While di-
lemmas of this sort may exist for management negotiators, they are not
all of equal consequence and the patterns of resolution are probably
different.

The discussion so far has been focussed upon variations in the
authority structure of the organization. There are other forms of organi-
zational differentiation that also affect the issues being considered. The
differences between unions representing a single skill level or a variety
of skill levels and between single plant locals and amalgamated locals
have a direct bearing upon the probability of individual job rights-
union function conflicts and upon the ease with which membership
consensus can be achieved.

The nature of the community in which union members live and work
should perhaps also be taken into consideration. The contrast between
what Kerr and Siegel have termed “the isolated mass” and “the inte-
grated group” may serve to illustrate this point.! Workers in isolated
coal mining or textile manufacturing towns form a largely homogeneous
mass and are in more or less constant communication among themselves
and with their union leaders. Workers in multi-industry, urban areas,
on the other hand, seldom see the people they work with except on the
job and may never communicate directly with the officers in their union.
Differences of this sort clearly have a bearing upon the relationship of
the individual union member to the union as an organization and it is
this relationship that is the underlying issue in both of these papers.

Dr. Samoff indicates that nothing would be said in his paper about
“union democracy” or the internal control structure of unions. This
issue has been introduced here because of the conviction that conflict
between individual job rights and union functions can be best under-
stood when seen in its organizational context. The probability that
conflict of this sort will exist, the probability that it will be perceived
as such where it does exist, and the probability that action will be taken
when the conflict is perceived all vary depending upon social structural
factors like organizational complexity, the nature of accountability and

! Clark Kerr and Abraham Siegel, “The Interindustry Propensity to Strike-
An International Comparison,” in A. Kornhauser, et. al., Industrial Conflict
(New York: McGraw-Hill, 1954), pp. 189-212.
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sanctioning processes, and the amount of communication within the or-
ganization.

(2) What are the ideological bases for the individual job rights-
union functions conflict and for the issue of leadership control
of unions?

The fact that questions regarding the abridgement of individual job
rights are almost always posed in terms of the effects of unions upon
these rights, suggests the ideological component of the issue. This per-
spective is rarely invoked, for example, in considerations of the rela-
tionship between the A.M.A. and individual doctors, between stock
holders and business managers, or between Mexican migratory workers
and the United States Department of Labor. Concerns with the effects
of union functions were once most often expressed in terms of abridge-
ment of ownership rights or, later, managerial prerogatives. This has
become less fashionable today and an appeal to values related to the
rights of individual job holders has become more common.

Saying that an issue has ideological overtones makes it no less “real.”
It does, however, affect the way in which the issue is framed. If there
are “legally enforceable individual benefits” growing out of the “rules
governing employment,” then these rights surely accrue to many job
holders not involved in collective bargaining relationships. Viewing
individual job rights in the context of whkatever organizational con-
straints there may be upon the exercise of these rights would provide a
broader perspective from which to consider the issue.

There are also ideological differences among unions that would seem
to have an important bearing upon “leadership strategies for achieving
membership consensus.” One example is the extent to which there is
a tradition of and value placed upon democratic processes within the
union. Among unions characterized by a democratic ideology, there
may be still further variation depending upon the relative emphasis
placed upon processes guaranteeing individual freedoms as opposed to
processes insuring majority rule. In most unions there is a much greater
emphasis upon the latter processes than upon the former since processes
designed to protect individual rights are more disruptive of the cen-
tralized control necessary for efficient operation of the organization.
This conflict between democratic and bureaucratic values is inevitable in
contemporary industrial societies and suggests the final question I would
like to pose.
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(3) What is the broader societal context in which issues like in-
dividual job rights versus union functions and the dilemmas of
leadership control emerge?

Industrial societies and, to some extent, those in the process of
industrializing are characterized by complexity, loose integration, and
rapid social change. Organizations within these societies, in order to
cope with complex, inter-organizational relations and a constantly
changing environment, necessarily develop a more centralized control
structure. The more organizational control that exists, the more limited
is individual freedom since it is impossible to achieve a high level of
both simultaneously. Seen in this light, any attempt to maximize either
individual job rights or union organizational efficiency is apt to involve
ideological conflict since maximizing one necessarily eliminates the other.

The dilemma of freedom versus control is one of the most pervasive
problems in contemporary industrial nations. It is the dilemma of civil
rights organizations seeking a rapid end to discrimination. It is at
issue in the attempts of management to broaden the scope of jobs to
permit more decision-making by workers. It can be seen in the emerging
political structures in economically underdeveloped areas where there
are large-scale efforts at social and economic change. And it is the di-
lemma of the union leader to the extent that he is concerned with pro-
tecting individual rights and achieving membership consensus while at
the same time maintaining an efficient and effective organization.

Taking account of the social structural, ideological and broader
social context of the issues posed in these papers does not eliminate
the conflict between individual job rights and union functions nor does
it resolve the dilemmas confronting negotiators in collective bargaining.
As a broader perspective, however, it may suggest some solutions more
closely approximating an optimum balance between individual freedoms
and organizational control.

BerNarD P. INDIK
Rutgers—The State University

It is interesting to point out that these two papers take very
different tacks in their methods of approaching their problems. Dr.
Samoff’s paper is taken from the point of view of the legalistic ap-
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proach. In looking at the possible conflicting forces—that is an in-
dividual’s individual job rights as contrasted to union functions—in
analyzing this material he approaches the problem by looking at the
legal literature on the question of the pros and cons of individual job
rights vs. union functions and in effect, highlights this legal literature.

From a behavioral point of view, I don’t think that he has been able
to demonstrate that he has a representative sample of all cases of the
conflict or compatibility of these two kinds of forces and, furthermore,
even if they were representative of the legal cases the probability is
that those problems that become legal cases are a distorted measure of
the iceberg of conflicting forces that one may find beneath the surface—
the surface being the cases that happen to come to light. How many
more instances would likely occur and never reach the case level and,
furthermore, would those cases that do not reach the legalistic level,
either the NLRB or some court action, reflect a representative (in the
sampling use of that term) picture of the internal conflict or com-
patibility of individual rights vs. union functions. There may be a
much larger number of individual rights vs. union function conflicts of
interest than those represented here. However, the intensity of these con-
flicts of interest is probably at a much lower level than the ones illus-
trated by the cases cited by Dr. Samoff. Certainly it is only the more
intense conflicts that reach the level of adjudication. Could we for ex-
ample use the grievance as an indicator of conflict situations within the
union, noting the number of grievances filed that reflected individual vs.
union conflict? This is certainly a possibility although much more
difficult to get hold of in terms of the large numbers of pieces of infor-
mation from large numbers of unions across the country. But this
might be a better indicator than the one used by Dr. Samoff.

It is much more difficult I would think to collect information on
the degree of accommodation between individual rights and union
functions. Take for example the use of seniority vs. merit as a criterion
for promotion. Depending on which side the individual falls, he may
prefer seniority or merit as the basic criterion for promotion. Certainly
in unions, seniority would more likely be a union function. On the
other hand, there are unions where merit seems to be the important
criterion so that either of these issues—seniority or merit—may be
either an individual or a union function depending on the particular
circumstances. Or would you take for example the number of times
individuals agree with the union position on a particular issue as an
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indication of an accommodation or would you more frequently or more
easily accept as an indicator of this dimension the number of times
that an individual disagrees initially with the union position and then
comes around to agreeing with the union position. Here again, this
would be a very difficult kind of measure to obtain on a practical basis.
However, it is theoretically the more relevant kind of indicator whereas
the case citing sort of approach is much more likely to give one a
distorted picture.

Offhand, I would suggest that most initial conflicts of interest be-
tween individuals and unions are probably settled internally. The
interesting thing that might be studied is what is this process like—
that is this internal union settlement process. We seem to have very
little knowledge in this area. Further, if we take the analysis of cases
it is clear that the resolution of the cases is different in different cases
and different jurisdictions, especially in the cases brought before the
NLRB.

Similarly, when Professor Walton, for example, takes on the special
problem of how the leadership of a union handles the achieving of
membership concensus during a negotiation process, we find that there
are many kinds of techniques that he has illustrated of the process of
internal accommodation of differences within the union. However, in
the paper presented here, there are many statements that are not
backed up with the evidence as to their relative frequency or probability
of occurrence or under what conditions exactly they are likely to occur.
I would assume, of course, that Dr. Walton has been observing labor
negotiations, but at this stage of our knowledge in the behavioral
sciences, I would have expected him to present systematically collected
behavioral data that support his descriptive analyses.

We have had, for more than 15 years, systematic techniques for
observing verbal interaction in group situations (Bales, 1950). It is
certainly extremely important in handling the intra-group problem for
the leader in a negotiation situation to be cognizant of his intergroup
relationships with management. I also would suspect that the economic
and other conditions of the specific circumstances of the negotiation
situation would make intergroup considerations much more powerful in
resolving internal conflicts during a negotiation period as compared with
the usual situation of resolving intra-group problems in the union with
reference to the normal day-to-day kind of problem.

Further, the labor management situation differs very considerably
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from either the international situation on one hand where consensus
of the constituents or, more accurately, consensual agreement on the
part of the constituents with the leader’s position is frequently less
questionable than is the case with member consensus with union
leadership positions.

At the lower level of the inter-individual negotiating or conflict
resolving does not require that the individual bring it back for con-
sensual agreement among his constituents—the constituents obviously
exist within himself—so that it becomes much more difficult and there-
fore much more crucial in terms of a negotiation process for the labor
leader to be concerned with his own constituency and their basic
majority agreement with his positions and at that specific time for
he must get a supporting vote either for a strike or for acceptance of
the contract with its specific stipulations. I should not be too harsh on
Professor Walton for in his recent book with Professor McKersie he
does a very interesting and thorough descriptive job of four phases of
collective bargaining—distributive bargaining, integrative bargaining,
attitudinal structuring and intraorganizational bargaining. (Walton
and McKersie, 1965.)

In summary, then, let me say that I feel that both of these papers
are insightful and good descriptive pieces of work. However, I think
that we are beyond the point of merely describing what we see in
nature. We also need to focus our attention on systematic behavioral
observation in other than laboratory situations* so that clear under-
standing may be had as to the relative importance of context and be-
havior and so that the techniques, the specific methods that are used
may be more adequately understood.

I am cognizant that more than verbal interaction is going on in a
negotiation situation. Clearly complex subtleties occur but they are
only a small part of the process. We need to know what is happening
in a systematic fashion and not only in a descriptive fashion. Progress
needs to be made in the 4ow of the collective bargaining process. How
does the process proceed? How can it be effectively improved? How
does the collective bargaining process effectively resolve so many of the
conflict situations and how and under what conditions specifically does
it fail?

Let me propose that if collective bargaining as a process is to
function to resolve conflict, internal to the union or externally, collec-

* See The Journal of Conflict Resolution.
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tive bargaining must function to limit one or more of the following
prerequisites to open social conflict (strikes). In order to have open
social conflict there must be at least two sides, some, at least minimal,
communication between the sides on issues or ideas that have been
focalized. The parties must have polarized or alternative positions
(seen by them as mutually exclusive). They must have the means of
waging conflict (by at least one side). They must accept the use of
the means of waging conflict (by at least one side). There must be
some, usually explicit, threat and finally some final trigger to set off the
threat to action.

We may then analyse any potential conflict situation in terms of
which prerequisite is focused upon and how it limits these prerequisites.
We can do this by the systematic study of the conflict resolution pro-
cess. So that perhaps negotiation processes can be taught so that we
may enable others as well as ourselves to handle the problems that
they are intended to resolve.
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GarTH L. MANGUM
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Sessions on the employment impact of technological change have
become almost a ritual in such gatherings in recent years. I attribute
my ennui to a year spent as Executive Secretary of the National Com-
mission on Technology, Automation and Economic Progress. I hope
others are less surfeited with the topic.

The papers for this session involve adjustment to specific impacts
of technological change in two transportation industries. Therefore, a
few remarks concerning the general impact of technological change
seem appropriate as background.

The impacts of technological change upon society have been and
are so profound that it is difficult to overestimate them. Since trans-
portation is the focus of this session and politics is the avocation of
us all, consider only the role of the compass-directed sailing ship in
the development of the nation-state system, the influence of primitive
transportation and communications on American federalism, the im-
portance of the railroad in facilitating development of a continent-
wide nation and the anachronistic nature of present world political
structures when confronted by the jet airplane, the man-carrying
sattelite and possible space travel. But these are not what the tech-
nological change furore has been all about. The interest has been
primarily the impact of technological change on employment and
unemployment.

The concern had its origin in the persistently high unemployment
following 1957 and only now abating. The questions were essentially
three in number: (1) Had the continuity of technological change been
broken by something radically new called automation which had in-
validated past assumptions about the long run beneficience of tech-
nology? (2) Was the economy becoming so productive that jobs could
no longer be provided for all who sought them, necessitating severance
of the traditional tie between employment and income. (3) Were
technological developments so twisting the demand for labor that the
uneducated and unskilled were being excluded from successful labor
market participation?

With the reduction of unemployment following the 1964 tax cut,
followed by increased military expenditures and tightening labor mar-
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kets, the answer to all three questions became readily apparent. It
was an unequivocal 7o.*

Automatic feedback controls and the computer are new, but so, by
definition, is every technological change. Every change is also firmly
rooted in the past for nature abhors a discontinuity at least as much
as she does a vacuum. It has been said that the “first industrial revolu-
tion” mechanized the physical functions of man and the “second in-
dustrial revolution” is mechanizing his mental functions. But, after
200 years, men are still doing a lot of dirty, grubby physical work.
I would hope, but doubt, that mental tedium will disappear much
faster.

There are no good measures of the pace of technological change.
There are two useful ones: (1) the rate of increase of output per
manhour, and (2) the speed with which new inventions are applied
and diffused through the economy. Though output per manhour is
affected by many factors besides technological change, the rate of
change of output per manhour is the relevant measure for employment
policy. If output per manhour increases more rapidly than output,
employment must obviously decline, but the fault would not necessarily
be in the productivity. As almost everyone knows by now, the annual
rate of increase in output per manhour in the private economy during
the postwar period has been slightly above 3 percent per year. In
the previous 35 years, it averaged 2 percent per year. This is a sub-
stantial change—a 50 percent increase in the rate of increase. But
two facts must be kept in mind. First, the prewar-postwar dichotomy
is misleading. There is no break in the productivity curve in 1947.
If there is a break it is 1934. More accurately, it appears to be a long,
slow upward swing. Second, though 2 percent to 3 percent is quite
a jump, the 3 percent increase in output required to keep employment
from falling is not much.

Of course, unemployment can rise without employment falling.
And here is the root of the unemployment which led to current fears
of technological change. If unemployment is to be restrained, economic
growth must match labor force growth as well as productivity growth.
Productivity growth exceeded output growth, and thus employment
fell in only three postwar years. Economic growth failed to meet the

* For support of these propositions see Technology and the American
Economy, Report to the President and the Congress by the National Com-
mission on Technology, Automation and Economic Progress, Washington,
Government Printing Office, February 1966.
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combined challenge, and unemployment rose, in nearly half of the
years since the second world war. During 1947-53, the growth rate
averaged over 4)% percent and unemployment averaged only slightly
above 3 percent. The 1953-60 average growth record was 2.4 percent
and the unemployment average above 5 percent. Growth during 1960-
65 was 4% percent and unemployment fell accordingly. The tragedy
is that, assuming productivity would have remained unchanged, an
average growth rate only 0.4 percent higher from 1953 to 1960 would
have maintained 1953’s 3 percent unemployment.

The diffusion rate is useful both as an indication of acceleration of
change and a test of our ability to foresee the future. Only case
studies are available. But they indicate that the time between an
original invention and its first commercial application has shrunk con-
siderably, perhaps, on the average from 30 years to 15 years within
the past century. The time between initial commercial application
and adoption by, say, half of the firms in an industry has also shortened,
but to a lesser extent. It is quite clear that any technology that will
have a significant impact upon employment in any occupation or in-
dustry within the next decade must already be in some readily identi-
fiable stage of commercial development. Consider the technological
displacements of the postwar period, for example, coal, railroads and
agriculture. Which did not provide at least a 10 year warning?

Finally, we turn to the labor market “twist.” Concentration of un-
employment among the uneducated led to the bottleneck thesis. The
educated were in short supply, supposedly, and the uneducated un-
usable in a sophisticated economy. European experience and our own
subsequent experience indicate that a sophisticated technology can be
operated with almost any educational profile (given a nucleus of
scientists, engineers, managers, etc.). Our experience is best explained
by our abundance of educated people. Employers hired the educated
because they could get them and left the uneducated behind. Educa-
tion may determine who gets hired but not how many.

Those jobs generally considered to be the more skilled have tended
to grow more rapidly than others. But the explanation is primarily
inter-industry rather than intra-industry. Industries with higher skill
profiles-—education, medicine, etc., have experienced the higher growth.
There is little evidence of substantial change within industries. And
once again, employers, given a choice, hired the more skilled and left
the unskilled. Ten year projections show a declining proportion of un-
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skilled employment but no reduction in the number of unskilled jobs.
Given the rapid rise in educational attainment, it is more likely that
some will be working in jobs for which they are overqualified than it
is that there will be a surplus of unskilled workers.

But to absolve technological change of responsibility for kigh
general levels of unemployment is not to absolve it of blame for un-
employment of particular persons in particular occupations, industries
and locations. And this is the subject to which this session’s papers are
addressed.



AIRLINE FLIGHT CREWS: ADJUSTMENT TO
TECHNOLOGICAL CHANGE IN A
REGULATED GROWTH INDUSTRY*

Mark L. KAHN
Wayne State University

I. INTRODUCTION

* The research on which this paper is based is part of a larger study of the
impact of technological change on labor problems in U.S. transportation in-
dustries. This project is sponsored by the Institute of Labor and Industrial
Relations of the University of Michigan and Wayne State University, and
is supported by a Ford Foundation grant.

Technological changes create both problems and opportunities, in
varying proportions, for the employees who are directly affected by
them. For airline pilots—a strategically situated employee group in
an industry characterized by rapid growth and a hectic pace of inno-
vation—the fruits of technological progress have been substantial. This
paper will examine the central developments in the evolution of pay
practices and working rules for these pilots, who have been effectively
unionized ever since the formation of the Air Line Pilots Association
(ALPA) in 1931. Our chronicle will identify three major phases:
(a) the 1930’s and 1940’s, during which the pilots emphasized improve-
ments in pay, first by way of governmental determination, later in
collective bargaining; (b) the 1950’s, when ALPA gave priority to
improving and equalizing working conditions by way of new work and
pay rules; and (c) the 1960’s, which are witnessing a revealing series
of developments hinging on working hours and involving the basic
choice between income and non-work time. First, however, I must
mention some of the salient characteristics of the industry and its in-
dustrial relations context.

Commercial air transportation in the United States has, since 1938,
been subject to rigorous economic regulation by the Civil Aeronautics
Board (CAB). Under the resulting industry structure, more than
ninety per cent of the passenger-miles and sixty per cent of the mail
and cargon ton-miles are provided by the eleven “trunk” lines plus
Pan American World Airways. Even since 1950, there has been a six-
fold increase in passenger and cargo traffic, and a healthy growth rate
is expected to continue for many years. The CAB, for example, has

124
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predicted that domestic revenue passenger-miles will expand from
44.7 billion in 1965 to 84.4 billion in 1975 even if air fares rise as
much, in percentage terms, as consumer prices in general.!

Each carrier tends to view its market as highly competitive. This
is partly because of alternatives offered by other transportation media
(including private automobiles) and by foreign-flag carriers on inter-
national routes. But the major impetus to compete derives from the
CAB policy of certifying two or more carriers to serve each major
route. Because the CAB also requires that fares be uniform for any
given class of service, new aircraft types have provided an important
means of (nonprice) competition. Consequently, new models have
been purchased and activated at the earliest possible time.

New kinds of aircraft, which have supplied dramatic increases in
payload capacity, have appeared in three major waves. 1936 to 1947
was the era of the DC-3, which carries 21 passengers at a cruising speed
of 188 miles per hour. Its payload is about 400 ton-miles per hour.
The late 1940’s witnessed the adoption of much larger and faster four-
engine piston aircraft. The DC-6, for example, carries 58 passengers
300 miles per hour and has a payload five times the DC-3: about 2,000
ton-miles per hour. Then, after a few years of relative stability, the
first turbojets appeared in 1959. One was the DC-8, which carries 115
passengers about 550 miles per hour and has a payload five times the
DC-6, twenty-five times the DC-3: about 10,000 ton-miles per hour.
The transition has been rapid: by the end of 1964, 45 per cent of the
industry’s aircraft, about 810 planes, were turbine powered; and these
jets carried 85 per cent of 1964’s air traffic.

Improvements in aircraft, plus a host of complementary innova-
tions in all phases of airline operations, have produced a rapid growth
in man-hour output: about seven per cent per annum since 1950. This
growth rate has been outpaced, however, by the increase in traffic,
and the employment trend has therefore been upward. Thus, the air-
lines employed 16,000 in 1939, 81,000 in 1949, 161,000 in 1959, and
190,000 at the end of 1964. Flight crews have been about ten per cent
of total employment: 15,000 pilots and 4,000 others, mostly flight
engineers, at the beginning of 1965.

1U.S. Civil Aeronautics Board, Bureau of Accounts and Statistics, Staff
Research Report No. 5, “Forecasts of Passenger Traffic of the Domestic Trunk
Air Carriers, Domestic Operations, Scheduled Service, 1965-1975” (September
1965).
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Technological changes have modified the composition and job
content of airline flight crews. Flight radio operators, once required
on some overseas routes, were eliminated when improvements in voice
radio permitted the transfer of this function to the pilots. Non-pilot
navigators, formerly needed for celestial navigation on many interna-
tional routes, are almost extinct today because of computerized Doppler-
Loran equipment that pilots can operate. And non-pilot flight engi-
neers, on three-man flight crews, are being succeeded by engineer-
qualified third pilots. Today’s technology has effectively established,
apart from some transitional situations, an-all pilot crew: three pilots on
large piston and turbine aircraft; two pilots on small piston equipment
and on the recently introduced twin-engine turbojets. As for the
pilots themselves: I see no indication that they can be economically
replaced by equipment in the foreseeable future.

The upward trend of pilot jobs has encountered short-run interrup-
tions. Pilot employment actually fell from 1946 to 1947, chiefly be-
cause of the new four-engine aircraft; from 1948 to 1949, primarily
because of a general economic slump; from 1957 to 1958, partly be-
cause of the inauguration of non-stop transcontinental flights on DC-
7’s; and in 1959 and 1961-62, primarily because of the rapid transition
to jet propulsion. In 1964, however, pilot concern about possible lay-
offs vanished as market growth again out-raced technology and all
major carriers announced hiring programs.?2 In mid-1965, the president
of the Air Transport Association predicted that the industry would hire
3,000 to 5,000 new pilots by 1970.

Under the Railway Labor Act, which has applied to airlines since
1936, employee representation is on a “craft-or-class” and single-
carrier basis. The Act provides that if a labor dispute threatens “to
deprive any part of the country of essential transportation service,”
the President may appoint an Emergency Board to investigate and
make non-binding recommendations. Seven such Boards have been
appointed for disputes to which ALPA was a party.

The pilots, as one might expect, have exhibited considerable bar-
gaining power. I would suggest, as major factors in pilot bargaining
strength: (a) the competitive environment, in which each carrier has
been anxious to maintain public good will and to avoid loss of traffic
to rivals; (b) the pilots’ successful resistance to carrier efforts to

2See, for example, Federal Aviation Agency, Report of the Awiation
Human Resources Study Board (September 1964).
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develop multi-employer bargaining arrangements; (c) Federal subsidy
policies which, especially during the 1940’s and early 1950’s, were
important offsets to the costs of the pilots’ economic gains; (d) bar-
gaining by the pilots as a separate occupational group; (e) militant
pilot support for ALPA (and, at American Airlines since 1963, for
the independent Allied Pilots Association); (f) sympathetic interven-
tion by Congress and the CAB on pilot matters; and (g) the pilots’
remarkable success, earlier before Congress and later before Emergency
Board, in enforcing certain productivity criteria as a traditional basis
for minimum economic gains.® In 1964, airline captains earned an
average of $24,000, copilots an average of $15,000.*

II. Tue Basic Pirot Pay FormMura

Airline first pilots (captains) are paid by a monthly formula that
depends heavily upon factors affecting aircraft productivity. This
formula consists of four elements:

(a) Base pay (monthly) or longevity pay (per credited flight
hour), increasing—up to eight, nine or ten years—with the
pilots’ length of service for the particular airline; plus

(b) Hourly (flight) pay, varying with the speed of the air-
craft and incorporating a day-night differential; plus

(c) Mileage pay, determined (since the early 1950’s) by a
negotiated “pegged speed” for each aircraft type; plus

(d) Gross weight pay, generally 2 cents per hour for each 1,000
pounds of the aircraft’s maximum certificated gross weight.

Two of these four elements were the basis of pilot pay from 1918
through 1926, when scheduled air mail transportation was initiated
and conducted by the U. S. Post Office Department: base and mileage
pay. The Post Office also provided differentials for night flying and
for routes designated as hazardous. This pattern was then retained
by private air mail carriers until the 1929 depression began, after
which many substituted hourly rates for mileage pay.

In September 1933, the National Labor Board (NLB) accepted
jurisdiction of a pay dispute between ALPA and the carriers after the

2For some historical detail, see M. L. Kahn, “Wage Determination for
Airline Pilots,” Industrial and Labor Relations Review, Vol. 6, No. 3 (April
1953).

* Air Line Pilots Association, “1964 Wage Analysis” (processed).
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carriers announced a new pay formula and ALPA threatened an
industry-wide pilot strike. The carriers, to avoid a strike, agreed to
accept the NLB’s decision on a retroactive basis. It is interesting, I
think, that pilot pay would have been about the same in 1933 under
either the carrier or the ALPA formula. Both parties were concerned
about the pay and employment effects of the larger and faster aircraft
of the future. ALPA, in addition to a base plus mileage formula (with
day-night and hazardous terrain differentials), asked that individual
pilot flying be limited to eighty hours or 10,000 miles per month,
whichever was reached first.

The NLB’s Decision No. 83, issued May 10, 1934, incorporated
aspects of the proposals of each party: base pay (increasing through
the eighth year of service); plus Zourly (flight) pay with a day-night
differential, increasing with the speed of the aircraft up to a “200 or
more” miles per hour category; plus mileage pay and a requirement
that previous hazardous terrain differentials be retained. The NLB
rejected ALPA’s proposed monthly mileage limitation, but it did
recommend a monthly maximum of 85 flight-hours per pilot.

Decision 83 was, by its own terms, to be effective for only one
year. ALPA persuaded Congress to require, in the 1935 amendments
to the Air Mail Act, that to hold an air mail contract a carrier “shall
conform to decisions heretofore or hereafter made by the National
Labor Board . . . notwithstanding any limitation as to the period of
its effectiveness included in any decision heretofore rendered.” This
was the first Federal minimum wage law, and it is still in effect today
(having been retained in subsequent pertinent legislation). Decision
83 provided the almost exclusive basis for pilot pay from 1934 until
after World War II. Since this was mostly the DC-3 era, the effect
of Decision 83 was then to establish roughly equal earning opportunities
for first pilots, in the vicinity of $700 per month, until 1947.

ALPA would not accept Decision 83 as a sufficient pay basis for the
larger and faster four-engine aircraft, like the DC-6, that would be
activated in and after 1946. The pilots launched a vigorous and
determined effort to improve on Decision 83 as soon as World War
IT ended, and successfully opposed an effort by the major carriers to
bargain on economic issues on an industry-wide basis. There was a
Presidential Emergency Board and a 26-day strike at Trans World
Airlines in 1946. An arbitration decision in January 1947 at TWA
increased base pay by $50 per month, extended the Decision 83 hourly
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pay brackets up to 300 miles per hour, and raised mileage pay. Then,
in April 1947, in direct negotiations with American and Eastern, ALPA
obtained a ‘“gross weight pay increment” for the first time. These
gains became the pattern for the industry, and ALPA soon secured
gross weight pay and the equivalent of the January 1947 TWA arbitra-
tion award from all of the other carriers.

That, in brief, was the evolution of the first pilot pay formula.
ALPA has since obtained moderate increases in base pay and mileage
rates, and (in the late 1950’s) it persuaded the carriers to extend the
hourly pay brackets to jet aircraft speeds. Consequently, the impact
of jet on pilot earnings was substantial. Table A4, for example, shows
how first pilot pay is calculated at United Air Lines today for the
DC-6B piston aircraft and for the large DC-8 jet. The earnings
differential is about $8,000 per year.

Copilots (first officers) and third pilots or flight engineers are
generally paid a specified percentage of first pilot earnings. This per-

TABLE A

Calculation of First Pilot Monthly Pay—United Air Lines, 1965
Assumptions: eight (or more) years of seniority; eighty flight hours, half
day, half night.

T ¢ p DC-6B ‘ DC-8
ype ot fay Amount | Per Cent | Amount | Per Cent
Base Pay $ 350.00 18.6 [$ 350.00 13.7
Hourly Pay
Day:
40 X $8.35 on DC-6B 334.00
40 X $9.60 on DC-8 384.00
Night: 408 34.0
40 X $10.85 on DC-6B 434.00
40 X $12.10 on DC-8 484.00
Mileage Pay
80 X 300 mph X $0.025 on DC-6B 600.00 318
80 X 445 mph X $0.025 on DC-8 890.00 349
Gross Weight Pay
80 X 104 (thousand lbs.) X
$0.02 for DC-6B 166.40 8.8
80 X 276 (thousand lbs.) X
$0.02 for DC-8 441.60 17.4
TOTAL ..o $1,884.40 100.0 1$2,549.60 100.0

Source: Calculated from Agreement between United Air Lines and Air
Line Pilots Association dated January 18, 1965.
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centage increases with length of service. At American, for example,
copilots with ten or more years of service are paid 67 per cent of first
pilot pay, and third pilots or flight engineers are paid 90 per cent of
what a copilot with the same length of service would earn. Apart from
pay levels, all pilots are subject to the same terms and conditions of
employment.®

III. TuE 1950s: A “WEB oF RULES” EMERGES

Pilot pay under the above formula, as you have undoubtedly noted,
is based exclusively on flight hours. For this reason, as of 1950, car-
riers had little incentive to design pilot schedules on a basis that
would minimize ground duty time, deadheading, and time away from
home. Moreover, wide discrepancies in pay and working conditions
had developed among pilots because of the traditional rule that pilots
choose aircraft types, domiciles and monthly bid schedules on the
basis of airline seniority. An important corollary was the principle
that the carrier is obligated to provide the necessary transition training
to a pilot whose seniority entitles him to move up to better-paying
equipment.

Senior pilots, as you would expect, flew the largest and fastest air-
craft on the longest hops and made the most money. Junior pilots
were left with smaller and slower equipment, performed many more
landings and takeoffs, spent much more time on the ground during
intermediate stops, and were more subject to weather, traffic and
mechanical delays. ALPA, responding to their complaints, wanted to
add non-flight hours as a factor in pay determination without disturb-
ing the traditional formula. And looking ahead to the arrival of jets
in the late 1950’s, ALPA also wanted to reduce average flight hours
as a cushion against possible pilot layoffs.® The sophisticated package
of rules that evolved during the 1950’s, at ALPA’s initiative, accom-
plished both objectives. The major device was the obtainment of flight
pay and credit, chargeable against the established 85-hour monthly

®See M. L. Kahn, “Pay Practices for Flight Employees on U.S. Airlines,”
Chapter 1 of Appendix Volume IV of Report of the Presidential Railroad
Commission (Washington: February 1962).

®ALPA, which had unsuccessfully attempted to obtain shorter hours via
explicit mileage limitations in 1933 (before the National Labor Board) and
in 1946 (before a Presidential Emergency Board), also tried in 1949-51 to
obtain this via collective bargaining at American Airlines and another Emer-
gency Board (No. 94). See source named in footnote 3, pp. 330-333.
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maximum, for time not actually flown in regular line service under a
variety of specified conditions. These were the new rules:

a.

Duty Ratio. This guarantees the pilot a minimum ratio of flight
pay and credit to the total (ground and flight) hours in each
duty period. As of 1960, the commonest ratio in effect was 1
for 2.5 on a scheduled basis, which corresponds to maximum
duty hours per month of 85 x 2.5 or 212.5. This was supple-
mented, at a number of major carriers, by a guaranteed mini-
mum of flight pay and credit (generally four hours) in each
duty period.

. Trip Ratio. This provides the pilot with a minimum ratio of

flight pay and credit to each “trip,” which is the total elapsed
time from reporting for duty at one’s domicile to the release
from duty back at that domicile. As of 1960, the specific ratio
widely in effect was 1 to 4, calculated on an actual time basis.
This rule makes off-duty periods away from home, whether
scheduled or unanticipated, into a possible pay factor.

. The “Greater Time” Principle. Pilots have been paid, since the

early 1950’s, for either the scheduled or actual time of each leg
of a trip, whichever is greater. Cumulative early arrivals, or
“under-flying,” which are not offset by late arrivals, typically
add up to one or two hours of flight pay and credit per month
per pilot and reduce, to this extent, his actual available flying
time.

. Deadhead Credit. A pilot “deadheads” when he travels by air

as a passenger in order to meet or return home from a flight
involving piloting duty. Most pilots now receive one-half flight
pay and credit for deadheading, which averages about one hour
per month per pilot. (Pan American gives full flight pay and
credit, which is ALPA’s goal at all carriers.)

. Schedule Integrity. Under this concept, a pilot with a monthly

flying schedule is entitled to flight pay and credit for any part of
that schedule that he does not fly, either because he is reassigned
at the instance of the carrier or because he is exercising his
contractual rights to vacation, sick leave and/or training. Re-
serve pilots, who do not have a monthly schedule, are assigned
flight pay and credit at a specified daily rate (at most carriers,
from 2.5 to 2.8 hours) while on vacation or sick leave or in
training.
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f. Monthly Guarantees. Under early ALPA contracts, a pilot’s
base pay was his only guarantee. Additional dollar amounts
were granted by many carriers during the 1940’s. Then, in the
1950’s, monthly guarantees were vastly improved by being placed
on a flight pay basis, usually of sixty hours. In recent years,
higher guarantees in relation to flight hour maximums have been
negotiated at most carriers. At United, the present guarantee is
seventy hours for pilots with a schedule, 81 hours for reserve
pilots. The monthly guarantee is a basic floor of flight pay and
credit and is another source of pay for time not actually flown.

As of 1960-61, it is my estimate, based on some representative data
from a number of major air carriers, that most airline pilots were
engaged in line flying about 60 to 65 hours per month and were being
paid and credited for about 80 to 83 hours per month. Of the (roughly)
twenty hours of average credited time not actually flown each month,
about twelve were attributable to vacations, sick leave and training
periods; three to four hours were being paid on the basis of the duty
and trip ratios and the minimum guarantees per duty period; the
“greater time” principle produced one or two hours of pay and credit
for underflying; and two or three hours were derived from deadheading,
reassignment rules, and the monthly guarantees. Actual line flying
hours had been reduced by an average of about eight hours per month
below 1950, and it is a conservative estimate that 1,500 of the 14,000
airline pilots employed in 1961 owed their jobs to these rules.” More-
over, to the extent that relatively onerous schedules were unavoidable
the affected pilots obtained corresponding reductions in actual flying
hours without loss of monthly pay.

One related development affecting pilot wage determination needs
to be mentioned here. During 1950-51, there was a general adoption
for purposes of mileage pay and hourly pay of negotiated “pegged
speeds” for each aircraft type. While these contractually specified
pegged speeds have been crudely similar to the actual average speeds
of the various models, the parties to pilot-carrier agreements came to
accept “tinkering” with pegged speeds as a means of achieving specific
effects on the structure as well as on the level of pilot pay. For

" ALPA’s Wage and Working Conditions Policy Committee, in its Second
Interim Report dated February 8, 1960, held that “a return to the working
rules of ten years ago would permit most airlines to furlough up to 20 per cent
of their pilots immediately.”
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example, ALPA accepted a relatively slow pegged speed for the Boeing
707, when it was first introduced, in order to obtain better hourly
rates (via higher pegged speeds) for the lowest-paid piston pilots.?
Actual earnings have often been changed by “agreeing” on a different
speed for an aircraft type while leaving the rate structure otherwise
unchanged. And in some instances, ALPA-carrier contracts have speci-
fied different speeds for hourly pay and for mileage pay for the same
airplane!

IV. Hours VErRsUs EARNINGS

As noted earlier, the rapid activation of jet aircraft caused pilot
employment to fall from 1961 to late 1962, and only in 1964 did it
become clear that the airlines were again hiring pilots and that the
number of pilot jobs was destined to keep increasing for the foreseeable
future. It was in this changing employment context that the carriers
and their respective pilot groups found themselves dividing into two
camps in regard to pilot utilization; the American pattern (July 1963)
of a flat reduction to a maximum of 75 hours of flight pay and credit
per month; and the United pattern (January 1965), which not only
retains the traditional 85-hour maximum but which permits earning
pay for credited hours above this maximum.

A. The 1963 American Pattern

The Federal Aviation Agency (FAA), which determines safety
requirements and crew complements, requires large aircraft to have a
three-man crew of two pilots and a flight engineer. The FAA does not
require the flight engineer to be a pilot, but ALPA policy since 1956
has been to insist that the flight engineer on jets must have at least a
commercial and instrument (C & I) pilot rating. The Flight Engineers
International Association (FEIA)—the union representing flight engi-
neers at carriers where this group had been drawn from mechanically
oriented non-pilot sources—insisted that the jet flight engineer have an
aircraft and engine (A & E) mechanic license. American Airlines, in
December 1958, anxious to avoid any work stoppage that would delay
its activation of jets, announced that it would fly with a four-man
crew, thus accommodating both ALPA and FEIA. Other carriers
dealing with FEIA (including Eastern, Pan American, Trans World

8“The State of the Association,” President’s Report prepared for the
16th Biennial Board of Directors Meeting of the Air Line Pilots Association
1960), p. 12.
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and Western) followed American’s costly example. At carriers where
the flight engineer was pilot qualified, however, as at United, the jets
were flown by three-man crews from the outset.

Contract negotiations between American and ALPA started in
March 1961. American was determined to eliminate the “featherbird,”
but it was not willing to meet its pilots’ economic demands and also
provide C & I training to its six-hundred non-pilot engineers. In July
1962, the pilots’ Negotiating Committee (composed entirely of Ameri-
can pilots) initiated a break with national ALPA policy by advising
American that it would not require C & I training for non-pilot engi-
neers on jets if American would grant its pilots’ major objectives.
American agreed, but ALPA would not permit this deviation from its
established national policy. American’s pilots then withdrew from
ALPA and created a new independent union, the Allied Pilots Associa-
tion (APA), to serve as their bargaining representative.

On July 9, 1963, American and APA signed a bargaining agreement
which authorized a three-man jet crew that could include a non-pilot
engineer. This contract abandoned the 85-hour monthly maximum
for flight pay and credit and, effective on March 2, 1964, established
a 75-hour maximum for turbojets and an 80-hour limit on propellor
aircraft. The duty ratio was tightened to 1 for 2 on a scheduled or
actual, whichever is greater, basis; minimum flight pay and credit per
duty period was increased from three to four hours; and the trip ratio
became 1 for 3.5 instead of 1 for 4. The minimum monthly guarantee
was placed at 80 per cent of the applicable monthly maximum for the
equipment at half-day and half-night rates. And all pilots on the
seniority list as of July 1, 1963, were guaranteed full protection against
both layoff and any pay loss deriving from the transition to three-man
jet crews. In fact, there was no furlough problem because the hours
and rules changes had been expressly designed to “create” the 280 jobs
that were immediately at stake.

American agreed to provide the same pay for 75 hours on jets and
80 hours on propellor aircraft that had previously been given for 85
hours, and to contribute an additional nine per cent of each pilot’s
earnings to an improved retirement and disability program. And many
pilots were to benefit very promptly from the upgrading opportunities
generated by the cut in hours, which included 100 new first pilot jobs.

The American-APA example, as one would expect, became the
pattern for other pilot contracts. ALPA and National adopted an
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average 80-hour maximum on June 15, 1964; ALPA and Delta estab-
lished a 75-hour limit for jets in their contract of July 1, 1964 (effective
December 31, 1965); and ALPA and Trans World agreed on Novem-
ber 12, 1964, to move to 75 hours by December 1, 1966, at which time
Trans World would pay for the 75 hours what it had previously paid
for 85 and would make effective the same duty and trip ratios to
which American had agreed.

Although not every ALPA contract signed between July 1963 and
December 1964 provided a reduction in monthly flight pay and credit,
it did appear that the path toward a 75 hour “pay cap” had been so
well blazed that the rest of the industry would inevitably accept it.
But the improving economic climate, evidenced by increased pilot
employment in and after late 1964, set the stage for a significant change
of pace initiated at United Air lines.

B. The 1965 United Pattern

The 1963 United-ALPA contract was scheduled to terminate on
January 1, 1965. Intensive bargaining therefore did not take place
until Jate in 1964, when United had already launched a substantial
long-term pilot hiring program. This bargaining environment was a
sharp contrast with the static employment and jet crew reduction faced
by American in 1963. The new United-ALPA agreement, settled by
direct negotiations on January 18, 1965, demonstrated that United’s
pilots, in the absence of any layoff worries, preferred higher earnings
opportunities to an hours reduction and, in addition, were willing (for
a price) to accept certain modifications on traditional seniority rights
that would save United substantial training costs during the ensuing
growth period.

United had proposed to keep its pilots’ total duty hours and total
trip (away from home) time within the limits imposed by American’s
duty and trip ratios, provided that the ceiling of 85 credited flight
hours was not only retained but eased by an averaging or “banking”
formula. American’s 1 for 2 duty ratio times its 75-hour limit estab-
lished a maximum of 150 duty hours per month. United therefore
offered a duty ratio of 1 for 1.75, which times 85 hours establishes
maximum duty time of 148.75 hours per month. American’s trip ratio
of 1 for 3.5 imposed a limit of 262.5 hours per month away from home.
United offered a trip ratio of 1 for 3, which times 85 limits time away
from home to 255 hours per month. Both of these ratios, effective
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January 1, 1966, were on a scheduled or actual, whichever is greater,
basis.

ALPA accepted this proposal, as well as a “pay bank” arrangement
under which a pilot completes his monthly schedule even when this
causes him to exceed 85 credited hours (provided only that he does not
exceed 85 actual hours, which is the Decision 83 limit); the pay and
credit above 85 in any month is banked, the credits to be drawn upon
in subsequent months to bring lower pay and credit up to 85 hours’
worth; and any “balance” as of each December 5 is paid off each
December 15. The major significance of this pay bank is that it
enabled United to increase by a full two hours per month (from 81 to
83) the average scheduled pay and credit of its pilots’ monthly
schedules.

The 1965 United-ALPA agreement also contains a major departure
from the traditional pilot pay formula, namely: uniform pay within
each of three equipment groups: large jets (DC-8 and B-720); small
jets (Caravelle and B-727); and all propellor equipment (DC-6 series,
Convairs, Viscounts). Within each group, the pilot is paid as if he is
flying the type with the highest pay yield; but, in return, the pilots
have agreed to forego the right to bid for other aircraft types within
the same group at the same domicile (unless a promotion is also in-
volved). United’s net savings will be substantial, since, for example,
the cost of transition training for an experienced three-man jet crew
is about $35,000 and the non-availability of the crew while training
adds up to about $15,000.

Pan American and its pilots had been engaged in serious bargaining
since November 1963 along the lines of the American (and later the
TWA) 75-hour precedent. But then the Pan Am pilots examined the
new United-ALPA formula in January 1965, realized its earnings
implications, and shifted course. While different in many details be-
cause of Pan Am’s international route structure, the two-year Pan Am-
ALPA contract signed on April 10, 1965, left the 85-hour limit intact.
Negotiations at Eastern began nine days later, and Eastern’s manage-
ment immediately proposed “a United contract.” Again, apart from
differences in detail, the two-year contract signed by Eastern on July
30, 1965, was patterned on the United example.

Meanwhile, American and APA were again engaged in contract
bargaining, and American warned that failure to obtain relief from the
rigid 75-hour limitation it had granted in 1963 would, in view of the
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spreading United pattern, jeopardize American’s 1966 expansion plans
and permit its competitors to acquire a larger share of the growing
market. This argument—and, I suspect, the willingness of many
American pilots to earn more money when the additional flight hours
would not cause layoffs—was persuasive enough to produce a substan-
tial relaxation of the 75-hour maximum for one year starting August 7,
1965. The relief is contained in a separate Letter of Agreement, some-
what camouflaged under the label of “Training Relief Duty Period”
(TRDP). This permits American to schedule one duty period each
calendar month for which the pilot is paid at regular rates “but for
which he shall be given no flight time credit toward the applicable
monthly maximum.” A rose by any other name—TRDP in this case—
still smells as sweet.

V. SumMAry AND CONCLUSIONS

The U.S. Congress, in 1935, was persuaded by the Air Line Pilots
Association to enact a pilot wage formula under which the minimum
rate of pilot pay per flight hour was tied directly to aircraft speed. In
1947, with the arrival of larger (as well as faster) commercial aircraft,
ALPA obtained from the industry an additional pay element based
upon aircraft weight. The pilots have since utilized their bargaining
power to retain these pay criteria as a floor for bargaining about the
rates of pay per flight-hour for piloting new types of aircraft. During
an era that has witnessed two massive waves of change in aircraft
technology, this approach has provided a basis and a rationale for
substantial increases in average pilot pay.?

Substantial inequities among pilots developed during and after the
late 1940’s, however, as a variety of faster and larger aircraft joined
the DC-3 in airline fleets. Seniority practices created a situation in
which the more junior pilots earned much less money under more
onerous working conditions. The resulting pressures within ALPA led
to a successful effort to attach flight pay and credit to non-flying
components of pilot duty, thereby reducing the total duty hours and
time away from home (but not the pay) of pilots with undesirable
flight schedules. In addition, the application of negotiated “pegged
speeds” has permitted some redistribution of earnings in favor of junior

® As Arthur Ross has noted, the airline pilots are an “interesting excep-
tion” to his general conclusion that “productivity has not been a major explicit
element in wage-making.” Arthur M. Ross, “Productivity and Wage Control,”
Industrial and Labor Relations Review, Vol. 7 (January 1954), p. 180.
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pilots. Nevertheless, there is still a wide dispersion of pilot earnings.
In 1964, for example, the top-paid tenth of ALPA’s captain members
earned $31,475 or more, while the bottom tenth of the captains earned
$16,043 or less. (The comparable figures for copilots were $20,346
and $6,826, respectively.)!® Pilots at the low end of the pay scale will
benefit as less productive propellor aircraft are replaced by small jets;
on the other hand, if present pay criteria are extended, as in the past,
to the supersonic commercial transport expected in the 1970’s, the
captains of these Mach 2.8 aircraft would earn about $100 per flight
hour, about three times as much as the present DC-8 captain.

The recent and current developments affecting pilot working hours
offer, I am convinced, an illuminating opportunity to analyze the
income-leisure choice in a context of much relevance to the world of
tomorrow, which is likely to have many organized employee groups
with common job-oriented interests and real incomes comparable to
today’s airline pilots. My own analysis of the factors which are shap-
ing changes in pilot work-time is still far from complete. In addition
to the job-security context that I have mentioned, for example, I am
examining other determinants of carrier attitudes (such as the impact
of shorter hours on training and fringe benefit costs) and of pilot
attitudes (such as the extent of non-flying moonlighting, compulsory
retirement at age 60, progressive income taxation, and the impact of
hours changes on the status and pay of less senior pilots). But I will
hazard a forecast, applicable only to subsonic air transportation: that
monthly hours of flight pay and credit will tend toward 85 in periods
of expanding pilot employment, towards 75 in periods of declining
pilot employment; and I will not be surprised if such arrangements are
formalized by contractual provisions that establish hours of, say, 80 or
85, but with the proviso that no pilots may be furloughed until hours
have first been reduced to, say, 70 or 75.

* See footnote 4, above.
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This paper deals with some of the problems involved in attempting
to modernize the U. S. merchant marine through the adoption of ship-
board automation.

Technological gains so far have been limited to only a small portion
of the American flag fleet. This is due to the discriminatory effects of
the government’s subsidy program, which has enabled only the shipping
companies engaged in regularly scheduled established routes—the so-
called liner fleet—to receive operating subsidies and ship construction
subsidies for replacement of aging vessels. As a result the ships in
this type of trade are modern and well-equipped, and have been able
to compete successfully with their foreign rivals for this country’s
foreign trade. The newest ships in this service have begun to intro-
duce certain automated features, including semi-automated power
plants and devices permitting control of the engine room from the
bridge. Existing contracts between the subsidized companies and the
government for ship replacement have been modified to conform to
these requirements.!

The “tramp” sector of the American flag fleet, consisting of
freighters, dry-bulk carriers and tankers which do not operate on regu-
larly scheduled routes, has fared less well. In spite of the rapidly ex-
panding bulk trade, the U. S. bulk fleet has undergone a sharp decline
since World War II both in the percentage of the U. S. bulk trade
carried in American bottoms and in the absolute amount of tonnage
carried? Without operating subsidies, and with mounting operating
costs, the bulk fleet has been unable to compete successfully with
foreign fleets; its ability to remain in operation is due mainly to the
indirect subsidy provided by the government under the so-called cargo
preference laws which require that in the case of certain types of

1See U.S. Department of Commerce, Maritime Administration, “Mechani-
zation in the Maritime Administration Cargo Ship Replacement Program,”
1964, pp. 1-3.

2U.S. Department of Commerce, Maritime Administration,“Changing Pat-
terns in U.S. Trade and Shipping Capacity,” December, 1964, pp. 14-15.
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government-sponsored cargoes at least 50 percent must be carried in
American bottoms.® In the absence of construction subsidies, however,
the owners of the bulk ships have been unwilling or unable to replace
their vessels. As a consequence, the U. S. bulk fleet, which is for the
most part still of World War II vintage, is faced with almost total
obsolescence within a short time. The failure to modernize the U. S.
flag bulk fleet is in marked contrast to what has been accomplished in
other maritime countries, where much larger and faster vessels have
been constructed. The new foreign flag bulk carriers and tankers gen-
erally have semi-automated engine rooms and other mechanized fea-
tures, and carry reduced crews.*

The technological advances in the U. S. flag liner fleet have also
resulted in reduced crews, and have been of considerable importance
in improving the efficiency of the U. S. merchant marine. However,
even with the existing state of knowledge, there is still opportunity
for additional shipboard automation, as well as for other measures to
increase labor productivity. Further simplification and automation of
the power plant would reduce the need for engine room personnel. In-
stallation of computers and electronic navigation devices would permit
reduction of the deck crew. Other potential labor-saving devices and
methods include the mechanization of mooring and line handling
systems, the establishment of a unified maintenance department for
engine and deck, the transfer of ship maintenance work ashore, the
elimination of the radio officer as a separate activity, further advances
in cargo care which would eliminate the need for supervision at sea,
and the development of substitutes for meal preparation at sea.® Be-
cause of shipboard automation that has already been introduced, crew
sizes on the newer U. S. flag liner vessels have declined from between
46-52 men to between 35-40 men. Greater reductions in crews have
been achieved on foreign vessels, and studies have indicated that it is
technically feasible with modern equipment to reduce crew sizes on

3The basic law is Public Law 664 (46 US.C., Sec. 1241(b)), enacted in
1954.

¢ For a comparison of U.S. and foreign bulk cargo fleets, see Committee
of American Steamship Lines, “The United States Bulk Cargo Fleet—Pros-
pects and Problems,” March, 1965, pp. 5-6.

®See U.S. Department of Commerce, Maritime Administration, “Mechani-
zation in the Maritime Administration Cargo Ship Replacement Program,”
op. cit., pp. 40-41. See also U.S. Department of Commerce, Maritime Ad-
ministration, “Experimental Installation of Mechanization Features on a Subsi-
dized Replacement Cargo Ship,” passim.
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medium-size freighters to about 17 men.® It may be surmized, there-
fore, that the adoption of further shipboard mechanization will in-
evitably involve further reductions in crew sizes for American flag
ships. The U. S. Interagency Maritime Task Force, for example, ap-
pears to contemplate a gradual reduction in average crew size for
freighters in the subsidized liner service from 48 men to 27 men by
1985.7

In introducing shipboard automation on the newer ships, the sub-
sidized companies have been responsive to increasing pressures from
the Maritime Administration and other government agencies to reduce
their operating costs. The question now is no longer one of when
shipboard automation will be introduced, but rather the pace at which
new technological advances will be adopted. This in turn leads to a
consideration of a major remaining obstacle, namely, the problem of
securing the cooperation of the maritime trade unions.

A major problem here is that the reductions in the size of the crews
accompanying automation come on top of the loss of job opportunities
in the maritime industry since World War II. The employment pat-
tern in the industry has been one of considerable fluctuation within a
sharply declining trend. From a wartime peak of approximately
160,000 jobs, the number of jobs has declined to an average of about
47,500 in 1964.2 In the absence of any change in existing subsidy
programs, the trend will continue downward. In the light of this
background, hesitation on the part of the maritime trade unions in
accepting automation is easily understood. Moreover, because of the
fragmented structure of the trade unions in the industry, the loss of
jobs has been a source of bitter interunion rivalry.

8 U.S. Department of Commerce, Maritime Administration, “Mechanization
in the Maritime Administration Cargo Ship Replacement Program,” op. cit.
For an interesting analysis of the potential gains from shipboard mechanization
and work rationalization, see H. Benford, “Notes on the Design and Operation
of Automatic Ships,” a paper given before a seminar conducted by the
International Institute for Labor Studies on labor problems resulting from
shipboard automation in September, 1965, to be published along with the
other papers and the proceedings of the seminar by Macmillan and Co. Ltd,
in a forthcoming volume. See also P. B. Buck, “Technological Change and
the Merchant Seaman,” International Labour Remew October, 1965.

"The Interagency Task Force on Maritime Policy, “The Merchant Marine
in National Defense and Trade: A Policy and a Program,” October 4, 1965,
Exhibit 5, p. 1.

8U.S. Department of Commerce, Maritime Administration, Division of
Labor Data.
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Until very recently, it was an open question whether trade union
cooperation in permitting automation would be forthcoming. The in-
dustry found itself in a cul-de-sac. The trade unions refused to agree
to a change in manning until there was actual experience with the new
equipment in operation. The companies, on the other hand, refused
to install automated equipment until the trade unions would commit
themselves to accept the reduction in manning which the shipboard
mechanization made possible. The deadlock was finally broken in
1963 when several of the subsidized lines secured agreements from the
major unions concerned providing for a reduction in manning on the
new semi-automated ships then under construction. The agreements
were also extended to cover similar ships built in the future, as well
as to vessels being modernized under a so-called ‘“retrofit” program.

As encouraging as are thesé beginnings, they leave unresolved the
question of manning of future automated ships. In the first place, the
existing agreements are tentative, thus leaving open the possibility
that after a period of experimentation the unions may claim that the
nature of the work on automated vessels calls for additional manning.
A second factor is that the agreements apply only to ships having
similar characteristics to those under construction, not to new genera-
tions of ships embodying more advanced technology. Whether the
unions will accept the further reduction in manning which new genera-
tions of ships would entail is still uncertain. A further consideration
is that agreements on reduced manning have been reached only in the
subsidized sector of the fleet. If the subsidy system should be changed,
other sectors would become equally involved and manning agreements
for automated vessels would have to be concluded with the unions rep-
resenting personnel in those sectors as well.

The failure of the two sides of the industry to agree on a pro-
cedure to resolve manning disputes in regard to future generations of
ships during the 1965 negotiations on the East Coast led to an impasse
which resulted in government intervention at the highest level. The
dispute was finally settled on the basis of a request by the President
of the United States that the manning issue be made the subject of a
joint study by the U. S. Secretary of Labor and the president of the
AFL-CIO, in which all the maritime trade associations and all of the
maritime unions were to be involved.? The importance of the issue
is highlighted by the fact that, in the light of more stringent require-

° Statement by the President of the United States, August 16, 1965.
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ments of the Maritime Subsidy Board for granting of construction
subsidy aid, failure to agree on manning scales is virtually a bar to
further ship construction. A final solution of the procedural problem
of resolving manning disputes will require both short run and long
run adjustments in the bargaining arrangements. The immediate prob-
lem is to establish machinery to facilitate agreement on the manning
of the new types of ships, presumably through arbitration. Long run
adjustments must necessarily be in the direction of focussing the at-
tention of the parties on the more rational aspects of the manning
problem. In the absence of productivity studies, manning decisions
in the past have mainly reflected experience and compromise. With
advances in technology, questions of cost savings and technical feasi-
bility will become progressively more urgent. As experience elsewhere
has indicated, the companies and the unions, with the aid of govern-
ment, will have to join in conducting studies and tests, with some
assurance that the results will find their way into the bargaining
agreements. What is suggested here is a joint council on which all
subsidized operators and trade unions would be represented. Avail-
ability of construction subsidy aid to operators of bulk carriers would
greatly facilitate this development, since it would remove an important
divisive element in the industry, both for operators and trade unions.

Restructuring the bargaining relationship on manning will not in
itself, however, bring about an acceptance of the necessary reductions
in crew size. Two further steps will be necessary in order to win the
agreement of the trade union leaders. The first involves an expansion
of the U. S. merchant marine. An expansion of the fleet, particularly
if it involved the extension of subsidy aid to include a modern fleet of
bulk carriers, would help to solve a number of the industry’s major
problems. In addition to easing the introduction of automation by
relieving the pressure on manning it would also eliminate a major
source of jurisdictional conflict, since much of the inter-union rivalry
which has plagued the industry is a reflection of the differential loss
of jobs suffered by the major competing unions. Expansion of the
fleet, in turn, depends upon the government’s subsidy policy, and must
be decided in the light of strategic and military considerations as well
as manpower and other needs. Subsidy costs will continue to be a
limiting factor, since even under the most optimistic estimates of the
cost savings that can be achieved through automation, American flag



144 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

vessels will remain more costly to operate than foreign flag vessels.!®

The second step needed to gain trade union acceptance of further
automation is to bring about a better balance between the available
jobs and the size of the work force. This problem, however, must be
seen in its proper perspective. Although there are fairly precise data
concerning the number of jobs, the nature and size of the labor force
are more difficult to analyze. The potential supply of qualified and
experienced men has for many years exceeded the estimated number
of men needed by a very large margin. As of July 1, 1959, the number
of men holding seamens’ papers, according to U. S. Coast Guard
records, was approximately 250,000.1' This, however, is not an ac-
curate indication of the number of men available for employment. A
U. S. Department of Labor study of the maritime labor force for the
period July 1, 1956 to June 30, 1957 12 showed an active labor force
of 85,541 licensed and unlicensed seamen employed to fill an average
of 57,926 jobs. But of this active group, 24.5 percent were casual
workers. There was also a considerable dispersion of employment
among the regular, or “industry-connected” seamen. It is apparent,
therefore, that estimates of available manpower must take into account
the degree of attachment of various groups to the labor force in
addition to any calculations of the surplus of manpower for the avail-
able number of jobs.

Later investigations have indicated a worsening of the employment
situation. The National Academy of Sciences, with data obtained from
U. S. Coast Guard records, has recently made a study of all seamen
who sailed under Coast Guard articles on American flag vessels be-
tween April 1, 1962, and March 31, 1963.13 The study indicates that
the ratio of the active labor force to the number of jobs is approxi-
mately 2 to 1. This, however, is subject to several important quali-

¥ Current studies indicate that it is not possible to project a vessel that
can under present conditions operate profitably in the world market without
some form of government aid, even after 50 percent construction subsidy. See
for example the study by D. M. Mack-Forlist and Ran Hettena, “Bulk
Carriers: Design and Feasibility Study,” to be published in Marine Technology,
April, 1966.

" National Academy of Sciences—National Research Council, “The Role
of the U.S. Merchant Marine in National Security,” Publication 748, 1959, p. 51.

2 U.S. Department of Labor, Bureau of Labor Statistics, “The Earnings and
Erggloyment of Seamen on U.S. Flag Ships,” Bulletin No. 1238, November,
19

 National Academy of Sciences—National Research Council, Maritime
Cargo Transportation Conference, “Combined Minutes of the Consulting Panel
Meetings for the Shipboard Mechanization and Manpower Study, 1964,”
March, 1964, tables 1 and 2, pp. 32 and 34.
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fications. One is that there can be considerable fluctuation in the
number of jobs available, depending on the emergency needs of the
government. Under present circumstances as a result of the Vietnam
crisis, vessels carrying government-sponsored cargoes are finding it
difficult to staff all positions. Another qualification is that what appears
to be an excess of personnel in certain categories is in fact merely the
existence of large numbers of men whose connection with the industry
is only casual. Thus, among the licensed officer groups, the engi-
neers, with a surplus of trained men, are really in short supply. Even
in normal periods, ships not infrequently must sail without their full
complement of engineers, and in periods of emergency this shortage
becomes critical. The major problems of surplus labor exist not
among the licensed groups but rather among the unlicensed groups
other than stewards, and particularly the less-skilled workers for
whom shore-side opportunities are not easily available.

Of further importance in estimating the labor force is the evidence
concerning entry into the industry and attrition rates. Analysis of the
distribution of the labor force by year of entry indicates that most of
the radio, deck and engine officers joined the work force either during
World War II or during the Korean War. Of the men employed in
these categories during the period from April 1, 1962 to March 31,
1963, only 13 percent of the deck officers, 9 percent of the licensed
engineers and 6 percent of the radio officers had entered the industry
since the end of the Korean conflict. Among the unlicensed personnel,
on the other hand, the entry of new men into the unskilled categories
had been fairly substantial, although the skilled categories among the
unlicensed personnel have a higher average age and show a much
reduced rate of recent entry.!*

In conjunction with these low recent entry rates, the net attrition
rates for the various groups have been found to be relatively high. On
the basis of actual changes that occurred in the labor force between
1959 and 1962, the National Academy of Sciences has estimated that
net attrition rates for deck officers, engineering officers, unlicensed deck
men and unlicensed engine men average approximately 5 percent per
year. On the basis of this estimate, projections made for the labor
force indicate that by 1972 all of these groups will be reduced to

* Ibid.
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approximately one-half of their 1962 size.}® The overall picture that
emerges is one of an aging labor force, in large part recruited to meet
the expanded needs of the fleet during World War II and the Korean
War, and with large segments rapidly approaching retirement. Attri-
tion, if unchecked, will intensify these trends and result in an in-
adequate supply of trained officers willing to go to sea. At the same
time, although attrition will also have reduced the unlicensed ranks,
as a whole these categories are filled by younger men, and are thus
more likely to remain in oversupply, especially in the lower-skilled
rankings.

It thus becomes apparent that the solution to the labor surplus
problem lies not merely in fleet expansion, but more importantly in
manpower planning. This is made more urgent by the introduction of
automation, which intensifies the existing imbalance by further reduc-
ing the jobs for the unskilled, who are at present in greatest oversupply,
while at the same time placing a premium on highly trained personnel,
who will increasingly be in short supply. Manpower planning so far
has been haphazard in character, consisting mainly of defensive
measures taken by the unions to deal with the problem of declining
job opportunities for their members. Over the past decade, for example,
pension benefits have been greatly improved. Training and automation
funds have also been established by some of the unions. These ar-
rangements, coupled with additional employment opportunities arising
from expansion of the fleet and measures to improve the distribution
of manpower, should assist the industry in coping with technological
displacement.

On the basis of the considerations discussed above, it becomes
possible to consider policies that will restore a proper balance between
manpower needs and the existing labor supply. The major limitation
to expanding the fleet, even an automated one, is the imminent short-
age of licensed personnel. Any present oversupply of manpower among
the licensed officer groups will be self-correcting within a relatively
short time because of attrition and lack of new entry. The major
problem will then become one of recruiting and training new officers
for the increasing number of automated ships. The situation for deck
officers is somewhat paradoxical. Although this group has the highest
attrition rate and will rapidly become inadequate for future needs, the

* National Academy of Sciences—National Research Council, Maritime
Cargo Transportation Conference, “Minutes of Board Meeting, November 24,

1964,” pp. 11-12.
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presence of older men on the shipping list has blocked the entry of
younger recruits. As a result, those trained as deck officers in the
various maritime academies must look elsewhere for careers. The
shortage of licensed engineers, which already exists in fact, is due to
another set of factors. Because of the availability of engineering jobs
ashore, many engineers prefer shore-side occupations to the rigors of
shipboard life. The training of engineers in the maritime academies
is sufficiently broad to equip them for engineering positions in in-
dustries other than maritime. To attract the caliber of men needed
as chief officers on the new technologically advanced ships, and to
retain them in service, will require more than financial inducements.
In view of the many opportunities ashore for highly trained personnel,
attention will have to be given not only to training, but to career
opportunities within the maritime industry, including opportunities
for further study and perhaps for a continuing career after the initial
20 year period of shipboard activity leading to retirement has been
served. This may require the establishment of a definite career pat-
tern for advancement from service aboard a ship into managerial or
professional positions in the short-side operations of the industry. In
addition, it may become necessary to admit a larger number of po-
tential officers to the maritime academies, and also to modify the
curriculum to include the teaching of managerial and technical skills
that will be needed on automated vessels.

With the shortage of officers as a limiting factor, any transition to
a larger fleet will necessarily be gradual, even apart from the need to
build new ships. In the meantime, there remains the difficult problem
of the oversupply of unlicensed men, particularly among those who are
less skilled. To the extent possible, this group should be permitted to
grow smaller through attrition, since shipboard automation will in-
evitably reduce the number of unskilled jobs regardless of the size of
the fleet. It may, however, be necessary in addition to take positive
measures to reduce the size of this group, including the hastening of
retirement for older men and the retraining of younger men for possible
transfer to shore-side jobs. One possibility is that a part of this labor
force can be shifted to maintenance work ashore. Once the proper
balance of men to jobs in this category has been achieved, it will then
be possible to establish a rational policy for admitting men to the in-
dustry as they are needed, with suitable provisions for training and
promotion.
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A further opportunity for balancing the labor force exists in the
promoting of unlicensed men to become licensed officers. One im-
portant reason for the low entry into the licensed officer categories is
the falling off in the number of men who come up through the ranks.
At the same time, many of the positions filled by licensed officers do not
require the degree of training obtainable in the various maritime acad-
emies. By encouraging and reinstituting the practice of promotion
from the unlicensed to the licensed categories, a further solution is
offered for resolving the problem of any surplus labor among the un-
licensed groups. It is also probably the most effective method for
securing the needed supply of officers.

Advances in shipboard automation will also require changes in
existing trade union functions and structural arrangements. One of the
major problems in the adjustment of the labor force will be the pro-
vision of adequate training facilities. This is true of both the licensed
and unlicensed groups. For licensed officers who have not recently
graduated from one of the maritime academies, special training will be
required in the operation and maintenance of the new types of equip-
ment. Training will also be needed for men who seek promotion from
unlicensed to licensed categories, as well as for unlicensed men who
wish to be upgraded to new unlicensed positions calling for greater
skills. Much of this training will have to be undertaken by the unions
themselves, with financial assistance wherever possible coming through
automation funds or through the use of government manpower retrain-
ing funds. A number of trade unions, aware of this need, have already
moved to provide special training courses for their members.

In addition to undertaking these training functions, the unions may
also find it necessary to work out inter-union arrangements to facilitate
the upgrading and promotion of their members. The problem here is
the current lack of any provision for transferring pension rights from
one union to another. In the absence of arrangements for the vesting
of pension credits, unlicensed seamen will continue to be indifferent
toward promotions for the reason that this entails moving de novo
into another pension scheme. The ultimate solution to this problem
may be a unified pension plan for the industry as a whole. More
immediate measures would involve inter-union arrangements for accept-
ing pension credits already earned elsewhere, with appropriate financial
adjustments among the unions.

Another major problem confronting the maritime trade unions
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relates to the impact of shipboard automation upon traditional job
classifications. Further automation of the engine room, for example,
might well eliminate the present functions of the engineering officers.
One view is that the deck and engineering officer classifications should
be combined and future deck officers trained to perform both functions.
In anticipation of this contingency, the U. S. Merchant Marine Acad-
emy has begun experimentally to train a group of such “omni-
competent” officers.!® Another view is that only trained engineers
will be able to handle the complicated equipment on an automated ship.

The question resolves itself into one of the degree of technical
competence necessary to maintain and repair the type of equipment
future automated ships will carry. It is dubious that major repairs
of highly sophisticated types of automation equipment can be made
at sea. More likely there will be standby equipment which will enable
a ship to reach port where the necessary repairs can be made. Under
these circumstances, with further reductions in manning, the eventual
combining of licensed deck and engineer personnel into a single oper-
ating category would seem to be inevitable. This would support the
contention that future licensed officers for automated ships should
be trained for both navigational and technical skills. If this were in
fact to occur, the consolidation of the existing licensed officers’ unions
into a single comprehensive union, which would appear to be a desirable
development in any event, would most likely follow. Similar consolida-
tions among the unlicensed personnel may also result, especially with
the combining of deck and engine room maintenance.

What is involved here is a new concept of ship operation. The
new automated equipment cuts across the traditional departmental divi-
sions. The jurisdictional problems which ensue complicate the develop-
ment of an efficient crew organization for the new type of ship organi-
zation that is needed. The logic of the situation calls for a single
officers’ union and a single industrial union of unlicensed seamen,
with reciprocal arrangements for the transfer of pension rights. This
would make possible the simplification of hiring arrangements and the
proper adjustment of the available manpower to the needs of the
industry. Although consolidation of the separate trade unions probably
will not occur in the immediate future, the working out of joint ar-
rangements, as has been suggested, will be a move in this direction.

% Alan F. Schoedel, “New Training Project Planned,” New York Journal
of Commerce, July 23, 1965.



150 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

Whether or not these changes can take place through collective
bargaining remains to be seen. The more equitable distribution of
subsidy aid and the expansion of the American merchant marine, when
and if they occur, will make more likely the cooperation of the trade
unions in solving the maritime industry’s problems, including the need
to adopt more advanced technology. But technology, in turn, has a
structural impact. By shifting the emphasis from the older craft to
the newer functional needs, it leads to the reshaping of the existing
craft-oriented unions along industrial lines. The decision to accept
automation inevitable leads in this direction. That it will come about
through a series of interim arrangements and over a span of time will
not alter its long run implication.



DISCUSSION

R. THAYNE RoOBSoN

The President’s Committee on Manpower

The two papers under discussion provide an opportunity to compare
and contrast two quite different situations in the transportation in-
dustry. At the same time they provide us with another example of a
weakness in much of what is said and written about technological
change. Technological change too frequently becomes the short hand
explanation for a whole variety of developments within an industry.
These two papers, like so many written in recent years, fail to tell us
precisely how the forces generated by technological change relate to
other market and power forces which control the destiny of an industry
and its labor relations. I should not be surprised if Garth Mangum
encounters a similar difficulty in ascertaining precisely what it is that
the 14 members of the National Commission on Technology, Automa-
tion, and Economic Progress are prepared to say about the impact of
technological change. I do not know precisely what either Kahn or
Warner are saying on this matter.

Kahn’s paper provides an adequate description of the current
formula determining the pay for airline pilots, and provides a limited
historical description of how each component in the formula has de-
veloped. Kahn seems to credit technological change, government inter-
vention, rapid industry growth, and skillful bargaining on the part of
the airline pilots for achieving results which he regards as highly
favorable to pilots. Since this explanation implies that airline manage-
ment has been less skillful and nor faired so well, it would have been
appropriate to explore in some depth both of these points. We are not
told how the rising productivity of the industry has been shared be-
tween management and labor, nor have we been given any insight into
the frequent allegation that airline pilots have benefited from bargain-
ing with a management made up of former pilots. If the facts were
available, I suspect that it could be successfully argued that the air-
lines have faired equally well during the period under discussion.

No attempt has been made to account for the specific influence of
technological change in explaining the rapid growth of the industry,
the financial ability of the industry to reward its employees, and the
attitudes and policies of management in labor negotiations. One learns
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very little about changes in job content associated with changing tech-
nology and changing pay levels, or about the relative position of pilots
in the total airline wage structure.

The discussion of the work-leisure choice associated with a tempo-
rary reduction in employment opportunity is very interesting. It seems
to confirm most of the evidence found elsewhere that work and income
are preferred to leisure when workers are confronted with a realistic
choice.

Aaron Warner’s paper provides an excellent description of the
general problems facing the maritime industry and introduces his ex-
tensive research plans relating to the industry. He argues that automa-
tion and technological change are reducing the manpower needs of the
industry and giving rise to serious labor disputes over the attendant
problems of adjusting manpower supplies to current needs. The U.S.
maritime industry is declining primarily due to inroads made by foreign
competition. The future of the U. S. maritime industry depends to a
very large degree upon Federal policy in subsidizing and supporting
the industry.

Warner is not quite explicit in assigning to Federal policy responsi-
bility for the surplus manpower pool attached to the industry. The
clear implication of his paper is that the subsidy policy pursued since
1936 financed rising wages and fringes-—especially liberal pensions—
and improved working conditions, all of which served to attract and
retain more job seekers than there were jobs. Federal support of
higher wages etc. continued after it became clear that existing wage
levels served to discourage workers from leaving an industry where
total job opportunities were declining. While this seems to be the
general picture, we learn that there are possible shortages of some
licensed groups particularly maritime engineers.

The uncertainties in the total situation make it difficult for manage-
ment and unions to reach agreement over the key issues relating to
manning and crew size. Groups advising the Federal government disa-
gree over the extent to which Federal subsidies should maintain the
present size of the U. S. industry in face of a foreign competition that
threatens to take over a much larger part of total shipping, even if
U.S. companies rapidly put into service the most automated ships
presently available.

Warner suggests a new mechanism based on arbitration as the ter-
minal step to decide disputes over manning and crew size. He suggests
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that such settlements must be tied to careful studies of changing pro-
ductivity and costs. Here his interest in promoting labor peace pre-
vents him from facing the basic question regarding the desirability of
using cost reductions in an industry over-supplied with manpower to
reducing prices to shippers as a means of meeting foreign competition.
Productivity increases will likely be shared by some increases in wages,
some compensation for displaced workers, and hopefully some reductions
in the prices paid by shippers.

The complex craft union structure of the maritime industry serves
to reduce flexibility in making work assignments that could accommodate
declining total employment. One of the’ most interesting facets of this
industry is the opportunity to study union policy and examine in detail
those forces which determine the policies of unions in adjusting to
change. Interesting comparisons could be made with the railroad in-
dustry, a similar case of declining employment opportunity. There is
some evidence that one or more maritime unions might promote pro-
grams to train and retrain displaced workers for other jobs within the
industry, or for jobs outside the industry. Too few unions have taken
the lead in aiding displaced members in this manner. A careful study
should be made to see what steps both unions and management might
take to facilitate the adjustment of manpower supply to present and
anticipated demand. ,

There are additional contrasts between the two cases. In the mari-
time industry, rising efficiency is needed to meet foreign competition.
This is not a serious problem in the airline industry which is largely
isolated from foreign competition. An interesting paper could be written
comparing the role and impact of governmental policy on two segments
of the transportation industry. Had the government spent money on
research and development in the maritime industry at even a fraction
of the level spent on air transportation, the position of the maritime
industry might be somewhat different today. The airline industry has
accommodated tremendous technological changes affecting all classes
of workers without serious displacement.

In summary, these two papers add very little to our knowledge about
the process of adjustment to technological change. They suggest no
new hypothesis to test, and no new explanations are given for past and
present developments. What we are given is two interesting case.studies
at an early stage of analysis.
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RoBERT S. BowERs
Western Michigan University

The Secretary of Labor in his Manpower Research and Training
Report for 1965 pointed up the need for specific studies at the industry
and plant level on the effects of the introduction of technological inno-
vation. Such studies, he suggested, should analyze productivity trends,
techniques, costs and benefits of adjusting to technological change.
These two papers by Professors Warner and Kahn make a worthy
contribution to this needed research.

Professor Kahn, who has been observing industrial relations in air
transportation for many years, brings us up to date as regards the
pilots. My comments will be directed chiefly to his paper.

Confronted with the disturbing effects of technological change,
management and workers—both unorganized and organized—have
reacted in a variety of ways. Fortunately, two styles of response have
largely disappeared: modern management is no longer indifferent to the
effects of job displacement on the worker, and workers do not express
their frustrations by throwing their wooden shoes into the machinery.
Other reactions, nevertheless, are firmly expressed.

Union responses to technological change may run from encourage-
ment through acquiescence, adjustment and competition to outright
opposition.! But whatever their response, unions are attempting to
preserve jobs. Management, on the other hand, seeks to maintain the
maneuverability which will permit greater efficiency. Thus, a tension
results which somehow must be reconciled. What policies have the
airline flight crews used to facilitate this reconciliation? Have they
retarded or advanced the rate of change? How have they affected the
social cost of the change?

It would appear that the flight crews have steered a course some-
where between acquiescence and adjustment. The carriers have been
left free to increase productivity through introducing new equipment,
but with carefully circumscribed conditions of employment.

What methods have unions and management used in adjusting to
technological change? They are attrition, early retirement, retraining,
transfer, relocation allowances, work-spreading devices, severance pay,
supplemental unemployment benefits, vesting of pension rights, and

*Sumner H. Slichter, James J. Healy, E. Robert Livernash, The Impact
of Collective Bargaining on Management (Washington, D.C.: The Brookings
Institution, 1960) p. 334.
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placement services.? Flight crews have used some of these methods.
The methods are basically determined by the economic, institutional,
and technological environment of the company and industry.

When Professor Kahn points out that the high productivity increase
of 7 percent per year was more than offset by a rise in traffic and
consequent pilot employment, he is bringing out a unique economic
feature of air transportation. According to the 1964 Manpower Report
of the President, no industry division with a productivity gain averag-
ing 2.5 percent per year or more in 1957-62, achieved sufficient increase
in demand to prevent a reduction in employment. Another important
economic fact is that labor cost represented by flight deck employees
is only a small fraction of total operating costs—about 10 percent.
These favorable characteristics have certainly influenced the methods
of adjustment used by both airline labor and management.

Professor Kahn presents a most thorough analysis of the pilots’
response to technological innovation. Yet, as he says, the other two
groups in the flight deck personnel, the flight navigators and the flight
engineers, have felt the impact of technological change even more
sharply. The flight navigator has been almost completely displaced.
The flight engineer has found many of his control functions either per-
formed automatically or eliminated entirely. A brief comparison of
the methods of adjustment employed by these two groups may help to
highlight the reaction of the pilots. Recent agreements of the navigators
and engineers contain provisions relating to gradual layoffs, severance
pay and retraining.?

Trans World Airlines and the Airline Navigators Association
agreed in 1961 to replace navigators with automatic equipment. Navi-
gators were not to be laid off until seven months after the Federal
Aviation Agency had approved their replacement by new equipment
and not until four months after TWA had agreed with the Air Line
Pilots to replace the navigators. Some navigators were to be retrained
on piston engine planes until January, 1965. Displaced navigators
were to receive severance pay ranging from $10,000 to $25,000, accord-
ing to length of service, in addition to an amount equal to $400 per

2 Derek Bok and Max D. Kossoris, Methods of Adjusting to Automation
and Technological Change. Prepared for the President’s Committee on Labor-
Management Policy (Washington: United States Department of Labor, n.d.)
p. L
8 Recent Collective Bargaining and Technological Change, U.S. Department
of Labor, Bureau of Labor Statistics, Report No. 266, March, 1964, pp. 7-9.
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month for three years. The maximum payment would be $39,400.
Navigators have severance pay in all of their contracts.

TWA signed a contract in 1962 with the Flight Engineers’ Inter-
national Association which gave engineers on the seniority and the
furlough lists prior rights to the third seat in the jet cockpits. The
engineers may acquire pilot training at company expense and they
have a severance pay plan similar to that of the navigators except that
severance benefits are reduced for engineers who resign after receiving
pilot training. Engineers who choose not to take pilot training, or who
are unable to qualify become eligible for severance pay. The secretary-
treasurer of the engineers’ union reports that as of December, 1965, no
flight engineer has failed to pass his pilot training, which usually re-
quired about four months. Since no flight engineer has yet failed the
course, this training program has not encountered certain problems,
such as lack of necessary intelligence, aptitude, and formal education
experienced by other plans. Severance pay provisions were found in
30 percent of agreements in general in 1963. Both navigators and
engineers who accept severance pay may elect to participate in pension
plans, company insurance programs, and travel privileges.

The striking feature of these pay plans for navigators and engi-
neers is that the amounts greatly exceed those in most other plans, -
whose benefits range from 1 day’s to 3 weeks’ pay for each year of
service. United Air Lines claimed that their severance payments
would amount to $680,000, but considered this a good investment.
Certainly more follow-through is needed on these retraining and sev-
erance pay programs. For example: what has happened to the dis-
placed navigators? What proportion of the engineers has taken the
training program? Has the cost of severance pay affected the rate of
the introduction of new technology?

Although pilots have secured severance pay provisions in some of
their agreements, their preference in the face of increasing employment,
as Professor Kahn reports, is to stress earnings and working conditions
rather than severance pay. And during periods of declining employ-
ment they have tightened their work rules.

Another issue has been the modification of the job content, and
this, surely, has created one of the less creative adjustments in the
industry. The controversy involves both union security and job se-
curity. The conflict in the cockpit as to whether the third man should
be a pilot or an engineer was settled by hiring an expensive fourth
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man. The cost of this arrangement for just three companies was esti-
mated to be over seven million dollars. Later, when the pilots were
assured full protection against layoffs and loss of pay, the fourth man
was dropped. A possible solution to this problem would be to train
an ‘“omni-competent” crew capable of performing both functions, a
solution Professor Warner cited as suggested for a similar problem
faced by deck and engineering officers.

The recently improved economic climate for the airlines has per-
mitted more creative responses on the part of both unions and man-
agement. From what Professor Kahn states, the United-ALPA agree-
ment seems to involve a good blending of management maneuverability
and employment stability. The uniform pay formula for the three
basic equipment groups permits the airlines more flexibility in sched-
uling pilots; and pilots are free to select the more desirable work
schedules. The companies save expense in training. The paybank
plan is quite an ingenious provision similar, it appears, to the old
Hormel plan. Perhaps this agreement is an example of the bold, imag-
inative bargaining which Secretary Wirtz has called for.

The experience of the airlines shows that collective bargaining can
be a fairly effective instrument for working out direct and specific
methods for charging some of the human costs of technological dis-
placement against those who benefit from it, by applying some of the
gains from increased productivity to easing the adjustment process.
Such private methods of adjustment are facilitated, of course, by gov-
ernment policies which maintain full employment and stimulate
growth. Collective bargaining would be even more effective if studies
were now conducted to provide early warning of the impact of pro-
ductivity trends, occupational shifts, and training requirements occa-
sioned by the introduction of supersonic air transportation.

Joun R. CorLEMAN
The Ford Foundation

These papers raise significant questions about the purpose of our
annual IRRA-AEA meetings.

Professor Kahn’s paper throws into sharpest focus the question,
“When is a research report ready and appropriate for presentation at
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a formal meeting such as this one?” The story which he tells is one that
amply documents labor’s (if the Airline Pilots Association will forgive
the word) and management’s ingenuity at the bargaining table. Suc-
cessive waves of technological and economic change have not found
these parties wanting. Not only have they developed increasingly
complex formulae which employ the yardsticks of hours, distances,
weights, inconveniences, and seniority to arrive at acceptable wage
bargains; but they have also been willing to change the yardsticks
themselves, as in their bargaining decisions on the speed at which the
big jets fly, when the results were otherwise unacceptable.

So we have ingenuity on a grand scale. But where is the learning
value here? What do we now know that we can apply elsewhere because
we saw the pilots and the airlines tinkering with formulae to keep the
planes in the air?

One interesting lesson might have been found in tracing the roots
of the pilots’ unusual bargaining power. But Professor Kahn gives this
lesson short shrift in a single paragraph of seven summary points.
Another lesson might have been in the area of income-leisure choices.
But we are told that this story is yet to be told. The paper thus leaves
us with description and a teaser or two, not with implications.

Professor Warner’s story is a more interesting one and he is more
willing to pose some of the critical questions which flow from it. For
example, he provokes thought on the issue of a transfer from crafts
to functions in maritime work, on the impact of technology upon
personnel recruitment and retention alike, on the appropriateness of
collective bargaining mechanisms for achieving meaningful manpower
planning, and on the adaptability of labor’s institutions to new cir-
cumstances. Public policy implications too leap from Warner’s analysis;
the search for a balance among the goals of individual security, progress,
economic rationality, national security, and just keeping the peace
looms large in all that he tells us. The paper, in short, is an example
of good sense in weaving together the times, the men, the institutions,
and the public policies.

Economists need no further reminders that resources—including
time at IRRA-AEA meetings—are scarce. To what end shall these
resources be used? Perhaps we should insist as a minimum that each
meeting be shaped so as to raise more questions than it can answer.
Certainly the meetings ought not to be used for mere description, how-
ever skillfully done, especially if what is described is seemingly of
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limited relevance to the issues which challenge us most deeply. Unless
we leave a meeting more anxious to test new hypotheses, to prove or
disprove old ones, or to develop new tools for still further applica-
tions on important questions, the meeting has served little purpose.

If the consequence of applying more stringent tests before papers
are finally accepted for delivery at these meetings is that fewer meet-
ings are held, so be it! We should be able to live with that result.
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CONCEPT ANALYSIS IN
INDUSTRIAL RELATIONS

MiLTON DEBRER
Institute of Labor and Industrial Relations, University of Illinois

The vitality and significance of any scientific field of knowledge
depend in large measure on its key concepts—the ideas which are held
about the comparatively small number of central classes of things,
activities, and relationships of the field. If these concepts are in tune
with the dynamic elements of the field, they will illuminate activities
and relationships, will contribute to the development of theories and
principles, and will guide the practitioners toward policies and decisions
of a creative, realistic nature. If, on the contrary, the key concepts
have become stale or obsolete in relation to the changing conditions of
the field, their role in both theorizing and problem-solving is bound
to be slight, if not actually detrimental. Indeed it may not even be
possible to identify the problems correctly, to ask the right questions.

The tests of adequate conceptualization are threefold:

1. Relevancy. Does the idea expressed in a concept relate in a
meaningful way to important problems in the field? Perhaps it
might be well to add the supplemental test of continuing rele-
vancy to emphasize the need for changing as well as new concepts
in keeping with changing conditions.

2. Definitional clarity. Is the concept defined with sufficient clarity
and precision so that its meaning is understood by all of its
users? It would be unrealistic to expect universal agreement on
the definition of particular concepts, but each definition should
be crystal clear even to those who reject it.

3. Operationalism. Is the concept defined in such a way as to
permit it to be studied empirically? If a concept is so abstract
that it cannot be used, directly or indirectly, as an investigational
tool, its utility in the field may be seriously questioned.

As a multi-disciplinary field, industrial relations has been the bene-
ficiary of conceptualization in the several social sciences. The econo-
mist’s concepts of the labor market and productivity, the sociologist’s
concepts of class and alienation, the psychologist’s concept of job satis-
faction, and the political scientist’s concept of pressure group are illus-
thought and have pretty well met the three tests listed above. But the
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trations of ideas which have served valuable roles in industrial relations
industrial relations field has had to develop additional concepts which
are uniquely applicable to its problems and which have given the field
its distinctive character. It is these concepts which are critical to the
growth of the field. A number of examples can be readily identified:

collective bargaining

the labor agreement

bargaining power

the appropriate bargaining unit

union democracy

wage guidelines

industrial relations system

business unionism

job security

management rights

As one examines these concepts, and others like them, in relation to
the three tests, it soon becomes clear that there are numerous weak-
nesses and limitations in the way the literature treats them. Concepts
appear to have a distressing habit of becoming dated. The same term
often gains a very different set of meanings over time. Many concepts
are defined in ambiguous language. Agreement on definition is often
absent. Operational definitions useful for field study are even more
rare.

Take, for instance, the concept of management rights or “manage-
ment prerogatives” which has been so extensively discussed in the
literature. Neil Chamberlain, who has thought about the subject as
much as anybody, notes that most students and practitioners have
approached this concept in terms of function or process concerned with
decision-making and have seen unions, for better or worse, as invaders
of managerial authority in this process. He identifies four different
interpretations of this approach. However, he himself rejects these
views of management as the decision-maker and argues instead for a
management role which coordinates the bargaining among the various
interest groups in the enterprise concerned with particular problems
or decisions and which thereby maintains the organizational integrity
of the enterprise.! In a somewhat related way Margaret Chandler
proposes to discard the property-based rights concept in favor of one

1 See his Labor (New York: McGraw-Hill Book Co., 1958), Chapter 12.
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dealing with organizational process—“to move from management as a
keeper of property to management as a promoter of process.” 2 Clearly,
we have a concept in a state of ferment, one that requires not only
much hard thought but also empirical investigation to test hypotheses
which are based on varying interpretations.

Or take the concept of the appropriate bargaining unit, which many
students and practitioners regard as the most important single subject
within the jurisdiction of the National Labor Relations Board. Prior
to 1933 when Senator Robert Wagner introduced the idea of deter-
mining union representation by majority vote, the appropriate bargain-
ing unit was determined mainly by impersonal factors such as union
structure, union and employer bargaining power, and competitive
factors in the product and labor markets. Since the 1930’s an impor-
tant element of rational decision by a governmental agency has been
added to the earlier determinants. The term ‘“appropriate” has now
assumed a new significance not only because the perspectives and values
of the government agents may be different from those of management
and union leaders, but also because the very presence of the govern-
mental agency affects the judgmental process of the parties. In study-
ing this concept, the academician cannot simply substitute his own
value system in place of those of the three parties. He must develop,
it seems to me, alternative sets of criteria of “appropriateness” which
can be translated into operational terms and then test these criteria
or hypotheses derived from them (in connection with other relevant
concepts) by the collection of pertinent field data. The literature con-
tains a good deal of descriptive material on bargaining units, but very
little analytical treatment of the concept.

Finally, consider the concept of union democracy. There is a vast
amount of theoretical literature on the subject of democracy, mainly
by political scientists and philosophers, as well as a fair number of both
theoretical and empirical studies of union democracy. All students are
aware of the ambiguities inherent in the concept, yet few would gainsay
that the concept contains some vital ingredients which cannot be
ignored by either students or practitioners. Shall we discard the con-
cept and seek for some substitutes which are more tractable? Or shall
we devote more effort to redefinition and to empirical investigations
which flow from the new definitions? Whichever step we take is

2 Management Rights and Union Interests (New York: McGraw-Hill Book
Co., 1964), pp. 3-6.
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bound to affect future thought and policy-making on the subject
because the concept which is adopted will, in conjunction with other
concepts, help shape the theory which is developed and the actions
which will flow from it. Mason Haire recently made the penetrating
remark that the measures which we make of an institution determine
its behavior. Implicit in this remark was the thought that what we
conceive as important to measure will be the motivating force in our
efforts to achieve institutional goals.

Because of considerations like the foregoing, it seemed highly
desirable to present the issue of conceptualization to the members of
the Association. We have selected only three concepts for discussion—
job consciousness, bargaining, and seniority—but they appear to reflect
well the wide range of problems involved. The first is a subjective,
psychological concept inherent, in varying degrees, in individual work-
ers. As Professor Siegel has noted, it can be attributed to an “inventor,”
Selig Perlman, who used it as an analytical tool in the construction of
his theory of the labor movement. The concept of bargaining symbo-
lizes a much more general dynamic process which has meaning far
beyond the bounds of the industrial relations field but which has
achieved an exceptional significance in the field. It is determined, but
not defined, by the practitioners. Seniority, in contrast, is a static
descriptive concept defined by the practitioners themselves in a variety
of ways.

The discussants were given the following questions as guides, but
of course were free to treat their concepts in any way which appeared
to be most stimulating and enlightening. It is hoped that these ques-
tions and discussions will lead to greater consciousness in the profession
as to the central role of effective concepts in the development of the
field.

1. What are the problems of performing a proper analysis of the
concept?

2. What are the implications of various interpretations of the con-
cept for theory and policy?

3. From a research standpoint has the concept been expressed in
adequate operational terms?

4. Does this concept have further potential in the development of
understanding in the field or should it be discarded?

5. If the answer to (4) is affirmative, in what direction should the
concept be turned?



THE EXTENDED MEANING AND
DIMINISHED RELEVANCE OF
“JOB CONSCIOUS” UNIONISM

ABRAHAM ]J. SIEGEL
Massachusetts Institute of Technology

What, looking backward, have been the meanings given to the con-
cept, “job conscious unionism,” in the industrial relations literature?
What, looking about and ahead, are the contemporary and potential
uses of this concept in the further development of either labor histories
or analysis? These are the questions examined here.

THE MEANINGS OF “JoB CoNscious” UNIONISM

In the beginning there was the word. And the word was with
Perlman. And it was indeed quite clear. A cursory sampling of pre-
1928 materials failed to turn up a specific reference to “job conscious-
ness” and in turn to the “job conscious” union. Hoxie’s posthumously
published lectures [2] included, of course, the oft-cited typology of
American unions which included the “business” union, a close forebear
of “job conscious” unionism. There were also references to “philoso-
phies of no philosophy” in describing the American Federation of
Labor’s ideological touchstone [e.g., 1, 3, 5]. But there were no ex-
plicit citations or sustained discussions of the concept which was so
vividly introduced by Selig Perlman in his 4 Tkeory of the Labor
Movement [4]. Neither the then standard texts nor histories dealt in
depth with the concept of a “job conscious” union. There were bits
and pieces and there were ideas in gestation. The phrase itself and the
“full-term” concept are both Selig Perlman’s.

The underlying explanation and derivation of the concept have come
in for their share of brickbats between 1928 and the present. So have
Perlman’s assertions concerning the universality and general applicability
of “job consciousness” as the touchstone of spontaneous labor organi-
zation practice and policy [e.g., 9, 12, 14 (Kassalow), 18, 22, 23, 24,
25, 27, 29, 32, 33, 35). But the early meaning, if not the analytical
validity of “job conscious” unionism, was beyond question.

The definitional waters were stirred up and muddied in a post-
New Deal and post-World War II procession of reviews and recon-
siderations of the analytical role of “job conscious” unionism. Perlman
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and others embarked upon a revisit to American unionism in the post-
war world and in the process sought to “organically reinterpret” and
“dynamize” the concept of “job consciousness” [e.g., 8, 10, 11, 13, 14
(Bauder and Kaiser), 15, 16, 19]. The result was clear: the meaning
of “job conscious” unionism became so elastic as to diminish seriously
any possibility of considering the meaningfulness of the concept in the
face of such reinterpretation.

The vector field of “job conscious” unionism, 1928 version. 1 said
that the concept of the “job conscious” union was clearly specified by
Perlman in his 1928 classic. Yet there is nowhere at any single place
in the volume a complete definition of the term. What we have instead
is a concept that takes on its full meaning only after the book is com-
pleted. Perlman’s definition of the “job conscious” union emerges only,
as it were, as an overlay series. The most effective way of viewing and
defining the “job conscious” union as Perlman defines it here is to
describe it as a vector field. The “job conscious” union constitutes a
behavioral region containing a cluster of points each of which is char-
acterized by a definite position along some relevant vector of worker
attitude or activity. The “job conscious” union is described and shaped
by this field of conjunctural quantities or qualities of a set of relevant
attributes of labor organization behavior.

The accompanying chart enumerates those attitudinal and be-
havioral vectors which I feel Perlman implicitly or explicitly suggests
as impinging upon the practices and objectives of labor organizations.
They constitute the set of variables describing a labor movement’s prac-
tice and policy. For each I have marked off an illustrative set of values
at a point or within a range along the vector. The “job conscious”
union as we shall note in a moment is the resultant of one specific and
related set of vectoral values which create the union’s field of force.
This set of magnitudes and directional guideposts shapes and constrains
the life lines and the pathways of the “job conscious” union.

What are these vectors (or variables) and which combination of
vector values describes Perlman’s “job conscious” union, 1928 version?

There is first the time horizon of worker concerns and demands
which may vary from the “moment” to the “millennium.” Second, a
solidarity or identification vector includes worker self-identification
limits which run the gamut from very limited solidarity boundaries
(like the group of employed unionized members of a distinct craft) to
the all-encompassing solidarism of “mankind.” Third, a security-change



CHART I

Worker Attitude and Activity Vectors Affecting the Nature and Functions of Labor Organization

1. The time horizon of worker concerns and demands

Short-term span
about “now”
yesterday tomorrow
N\

“more now”
“consumptionist”

Medium-term
horizon

several year range

“short-term sacrifices
in the public interest”

Multi-generational
horizon

generational comparisons
of welfare levels

“generational sacrifices

Millennial and
utopian horizons

the summum bonum
concerns for the

maximizing of future
welfare for all mankind

unionism spurred, e.g., by appeals for growth and
re price inflation, development”
balance of payments “production-oriented”
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CHART 1 (Continued)

3. The “security-stability”—change continuum
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Chart I (Continued)

S. The array of acquiescence—rejection postures involving (a) the general political and economic organization of society; (b) private man-
agement of enterprise independent of government and labor
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7. The self-reliance-dependency scale:

(a)

Chart I (Concluded)
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continuum permits variations from an emphasis on complete stability
to continuing change as the accepted keynote of working life rhythm.
Fourth, the scope of worker substantive interests may range from the
terms and conditions of his job to a concern with the public weal the
globe over. Fifth, worker postures concerning the general political and
economic organization of society may range from complete acquiescence
to complete rejection. Similarly, worker views concerning the inde-
pendence of managerial prerogatives may range from complete accep-
tance of absolute and unrestricted private managerial rights to full
comfort in a government owned or managed enterprise. Sixth, the
arena seen as appropriate for the interaction of workers, managers, and
state will range from close “attention to the home office” in the eco-
nomic arena of limited-scope bargaining with a private employer through
a variety of political and combinations of political and economic action
arenas. Seventh, the self-reliance—dependency scale runs the gamut
from self help as an individual or limited boundary group to reliance
on government as the fount of all substantive gains and improvements
in the outside working life. A related index of self-reliance extends
from suspicion of all outsiders as “intellectual” misleaders of worker
organization to a total dependence on and acceptance of such outsider
guidance. Finally, the degree of structural ideological cant may run
from “blind groping for power” to the “self conscious movement with
a full-blown ideology.”

Perlman’s “job conscious” unionism, premier cru 1928 (and incor-
porating the minor clarifications provided in the slightly later Perlman
and Taft History [7]) was simply the cover label he put on the
resultant of a conjuncture of values which lay at or near the most
limited end of each of these vector ranges of possibilities. “Job con-
scious” unionism is Perlman’s semantic umbrella for a unionism geared
to the here-and-now, self-interested search for group security in a job
niche or territory specified by limited horizons of occupational solidarity
and entailing only limited reformist objectives. These objectives are
sought and easily incorporated in a generally acceptable broader man-
agerial and social, political and economic context. These objectives,
further, are bargained for in a narrow workplace arena in self-reliant
fashion, the workers remaining independent of government or other
outsider help and reacting in a fashion as free of ideological directives
as is possible to manage without succumbing to sheer Brownian
movement.
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The “action” in Perlman is, in short, almost entirely defined by
values at the left-hand side of these vectors and the resultant field of
force is constrained by this conjuncture of decisive bounds and limits
for the worker organization’s actions and programs. These bounds are
clearly discerned in Perlman’s Tkeory and it is easy to mark the vector
bounds which he posits. (I have done so on Chart I. The solid lines
mark off clear generic limits of the “job conscious” union; the occa-
sional dashed line represents a Perlman concession to some foreseeable
and digestible mutation of the “job conscious” union and are indeed the
outer limits of the concept.)

The subsequent extension and elasticizing of the comcept. This
early and fairly straightforward delineation of the “job conscious” union
remained undisturbed for almost a decade and a half. This interval
included, moreover, the deepest economic depression the United States
had yet experienced, economic recovery, a world war, and a substantially
enhanced role for government in the society. It embraced as well a
marked evolution in the numbers, composition and structure of union-
ized workers in American industry. It would not have been surprising
in the aftermath of such change to see “reconsideration” given to the
analytical validity and contemporaneous descriptive applicability of
a concept nurtured and born in pre-1928 experience. The anticipated
reviews and re-evaluations of the applicability of “job conscious”
unionism did indeed appear and their conclusions are noted below.
Some of these commentaries sought to stretch the 1928 meaning of
“job conscious” unionism to permit incorporation of the many inter-
vening changes in the labor movement and in the society. Others denied
that anything had indeed really changed and saw the same old “job
conscious” unions flourishing now as before.

There were very early efforts in 1942 to give full endorsement to
independent political action as consistent with “natural job conscious”
labor strategy. Political action was no longer seen as a “blind alley”
but as the “paramount” weapon of the trade union. But Perlman him-
self very quickly reasserted in 1945 that pressure politics rather than
independent labor parties were the true hallmark of the “job conscious”
union’s ventures into the political arena. He continues to argue in 1945
that nothing that had happened had really changed the fact that “job
consciousness” remains as the “nuclear interest” of labor organization.
Philip Taft in three out of four times at bat went even farther than
Perlman himself in this dynamizing process [10, 11, 19]). Taft asserted
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and reasserted that trade unions (rather than political parties) are
“labor’s institution par excellent” and that “whatever the trimmings,”’
the union’s concentration remains upon job interest as “almost but
not quite its sole activity.” Political activity? Concerned primarily
with “the effect of legislation upon . . . ability to control the job.”
Other activities? “The aim [of the mass production CIO unions] is
generally the same [as that of the artisan trade unions] .. .” Indeed
“all unions are business unions . . . their other characteristics are likely
to be accidental in the sense that they are not essential for the carrying
out of the union’s main functions.” [19, p. 25] The extended “job
conscious” union concept was thus converted to a global catch-all and
given renewed and virtually eternal applicability.

David Kaplan, Russell Bauder and Philip Kaiser joined Perlman
and Taft in this elasticizing of the “job consciousness” concept [13 and
14, pp. 169-176]. We are confronted with the conclusion that “ ‘job
consciousness’ trade unionism is not a narrow, sectarian and selfish
phenomenon. It is, rather, as Professor Perlman has always [my
emphasis] suggested, the nuclear content of labor’s interest (so well
described by Mr. Kaplan today), a content, which I have found
actually drives labor to expand, rather than narrow its horizons.
... [Tt is] the nuclear concern of ‘job conscious labor’ [which] supplies
relevance and concrete meaning to the other issues. . . .” [14, p. 176]

The fact, of course, is that Perlman had not always so described
his concept and there were a few dissenting voices like those of
Everett Kassalow [14, pp. 177-183] and Max Kampelman [21] who
recognized that it was the 1928 definition of the “job conscious” union
which was stretching to keep pace with the many changes that had
occurred, thereby affording the illusion of “no change.” Kassalow
puts it straight out; Kampelman’s is a rather roundabout way of
putting it: “The changes that have taken place in labor’s attitude
toward political parties and political action are changes which have
grown out of a developing definition of what a ‘job conscious’ movement
must do to meet the needs of its membership. The interests of the
labor movement of necessity no longer remain narrow but rather en-
compass most public issues.” [p. 190]

* * * * *

What happened to the concept in these few years of the late forties
and early fifties is really quite clear. The “action” on the American
scene had shifted from the most limiting points on Perlman’s relevant
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behavior vectors to a modal field of force now definable by points
lying further along toward the right on these vectors. Instead of
acknowledging this shifted action field and the lessened descriptive
applicability of his “job conscious” union, Perlman and some of his
disciples sought instead to extend the earlier definition of the “job
conscious” union to permit it to incorporate this new modal labor
organization behavior. They proceeded to confirm this applicability
by asserting frequently that the action field had indeed not shifted
entirely to the other extreme range of the vector field and by underlining
those behavioral aspects of the prevailing unionism which overlapped
the practices of the “job conscious” union. But denying that trade
unions were now pressing for revolutionary ends or reconfirming that
trade unions still negotiated trade agreements and had interests in job
conditions is no invalidation of the only relevant fact—that trade
unions were indeed behaving substantially differently in many respects
(and hence modally) from the 1928 vintage “job conscious” union.

THE CoNTEMPORARY RELEVANCE OF “JoB Conscious” UNIONISM

The preceding discussion of the shifting meaning of “job conscious”
unionism is an essential antecedent to any consideration of the con-
cept’s relevance for us now. On this matter of contemporary relevance
I make two initial points, one on method, the other substantive.

1. Giving infinite elasticity of meaning to a concept hides change
from our perception and damps down the stirrings within us to under-
stand the changes. The initial meaning of “job conscious” unionism
distilled from the 1928 Tkeory outlined above is the one I have chosen
to test for present relevance. This is not a matter of setting up a
“straw man” but a simple prerequisite for setting up the basis for
any discussion of the concept’s relevance.

2. How useful is that 1928 version of the “job consciousness” con-
cept for us now? My overall assessment is that its explanatory rele-
vance has from the start been of limited worth in the global context
at which it was aimed and that this initially limited explanatory
relevance has steadily diminished in the face of the social, economic
and political changes of the past third of a century elapsed since the
concept’s inception. On the other hand, ‘“job conscious” unionism
enjoyed somewhat greater applicability as a descriptive labeling short-
kand for what was for a time the modal behavior and attitude “action
field” of labor organization in the United States. Even here, since the
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mid-thirties this more limited applicability has steadily dwindled as
the modal labor organization field of force has been restructured by
the changing magnitudes and directional tilts of the variables shaping
worker organization behavior.

It is clearly impossible in a short paper to document in detail the
full range of fact and argument entering into this overall assessment.
Nor is it necessary for there is a large literature touching on many of
these matters. All I can do here is to cite those sources which have
persuaded me on the issue of analytical relevance and to offer a few
illustrative points bearing on my conclusion concerning the diminished
descriptive applicability of the concept even in its most favorable ball
park, the United States.

T he explanatory usefulness of “job conscious” unionism. Perlman’s
view of the “job conscious” union as the resultant typical and natural
form of labor organization for workers in capitalist industrial society
involved a basic element of explanation. This was in addition to his
seeing the concept as a key descriptive device. And this is so because
the underlying source of the “job conscious” union lay in Perlman’s
ascription to workers of a universal scarcity and minority consciousness.
This “mentality,” confronting strong-willed capitalists and eschewing
intellectual miscreants led invariably to the modal pattern of the de-
fensive and limited range and style “job conscious” union.

A number of writers have dealt with this explanatory relevance of
“job consciousness.” I find myself in accord with the earlier assess-
ments by Hardman [12], Sturmthal [18, 23], Gulick and Bers [9, 22]
and others [25, 27, 33] that the explanatory value of this concept has
severe inherent limitation from the start. The position of these writers
is essentially this: “Job conscious” unionism was for a time a good
descriptive cover for trade union behavior and policy in the United
States; it was a reasonably good “fit” for the American trade unionism
of the 1890-1930 period. But even here the explanation for this good
descriptive fit had to proceed beyond the conjuncture of scarcity con-
sciousness (implicit in the concept of “job consciousness”), strong
capitalists and rebuffed intellectuals. Perlman’s obiter dicta in his
Theory were the better explanation for his History than were his trilogy
of theoretical components of which manualist scarcity or “job con-
sciousness” was one strategic element. To understand “job conscious”
unionism one had to go beyond its psychological mainstay to the addi-
tional consideration of the specific technical, economic, cultural and
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political heritage and environments of the workers and their organiza-
tional devices. This Perlman did but only as an aside in his theory.

‘Moreover the “job conscious” union resultant postulated by Perl-
man turned out not to be even a good descriptive cover label for modal
worker organization and behavior in other parts of the world. The
“pure and simple” union model was simply not appropriate in many
parts of the world. Whatever limited explanatory usefulness the con-
cept contained by dint of its effective description of an important
variant of labor organization in the 1890-1930 United States is there-
fore sapped in a world-wide analytical context.

The descriptive usefulness of “job conscious” unionism: some gen-
eral comments. The case for the limited descriptive applicability of the
“job conscious” union concept is equally clearly made in the literature.
Hardman, Sturmthal, Gulick, Kassalow among others have convincingly
supported the descriptive “fit” of other than “job conscious” unionism
to the realities of the Western European labor scene. For the universe
of the newly developing economies in Africa, Asia and Latin America
we can similarly conclude that the “job conscious” union is not an
adequate descriptive cover label for “what is.” For the evidence, read
only Walter Galenson’s edited volumes of studies dealing with labor
and labor issues in developing countries; a sampling of the many recent
additions to detailed country or regional studies of the role of labor
organization in the process of economic growth; Kassalow’s edited
book on national labor movements in the postwar world [33]; Millen’s
detailed probing of the political role of labor in developing countries
[32]; Sufrin’s monograph on unions in emerging societies [35]; and
the admirable recent effort at synthesizing major trends in industrial
relations and economic development undertaken by an ILO research
team.! There can, in short, be little doubt today that the “job con-
scious” union is not the typical global variant of labor organization and
this being the case, its current relevance even as a satisfactory descrip-
tive device is meager. Because it does not even apply as well where it
once did in the United States, its overall contemporary descriptive
value can be said to have diminished in recent decades.

The diminished descriptive applicability of “job conscious” unionism
in the United States today. As we look at recent domestic drifts, the

* The team worked from a global and multi-lingual literature in preparing
this “trends” report as preparatory backdrop for a recently convened inter-
national research conference on industrial relations and economic development

[40].
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action field for labor organization has clearly shifted still further from
the movement Perlman had perceptively noted but sought to encom-
pass in his restatements in the 1940’s and early 1950’s.

1. The concept of a job territory, of a jurisdiction to be guarded
against intruders and to be parceled out equitably among the terri-
torial occupants has been substantially weakened over the decades as
the heart of worker concern with job security. The emphasis has
shifted steadily from security gained by guarding an unchanging parcel
of job territory to that of security derived from the guaranteed employ-
ment opportunity and minimal income guarantee. The drift has been
from focusing on property rights in tke job to guaranteed rights to a
job, from holding ¢4e job to getting and keeping @ job.2

This is an essential difference. It permits and involves a much
broader range of behavior options along our security-change vector.
Restriction of numbers and work-spreading devices are still possible
recourses against economic or technical change. But we have seen the
proliferation of many others: adequate advance notice of displacement;
attrition, early retirement, retraining, transfer, and relocation allow-
ances developed as methods of avoiding layoffs; severance pay, supple-
mental unemployment benefits and vesting of pension rights as methods
of easing the burden of unemployment; development and improvement
of placement and referral services, training for jobs outside the plant,
union-sponsored and other training programs, apprenticeship and anti-
discrimination policies as methods of facilitating new employment.
There are in short new, many and varied methods of adjusting to and
accommodating change [36].

Nor are there any intrinsic limits to bind a new or a renewed leader-
ship from pushing toward Neil Chamberlain’s goal where the ultimate
concern is with the individual worker’s personal assets inventory, with
its development, upgrading, and ongoing maintenance—-all with an eye
toward the flowering and sustenance of maximum capacities and with
the encouragement and facilitation of their application in flexible

2 There are still, of course, some jurisdictional disputes, manning rules,
work-spreading devices, but the truly hard-core traditionalist view of security
via securing a job territory remains today only in those instances where change
threatens to eliminate an entire traditional craft and hence the institution repre-
senting it. The stiffest resistance to change thus comes from the institution’s
leaders who are resisting more the demise of an organization than the death of a
craft. The recent traditionalist postures of the typesetters, the railroad firemen-
helpers or of the airline’s flight engineers are examples of such extreme positions.
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fashion in a world of work marked by the rhythms of the change and
flux of growth and meaningful activity [39].

2. This shift in the security-change continuum, moreover, permits
in turn a much greater flexibility and range of options along a number
of our other behavior and attitude vectors. It reflects as well, for
example, a major shift along the self-reliance vector from the earlier
voluntarist limited group self-help of the Gompers style union to a
greater recognition and acceptance of the broadened role of govern-
ment in the society. The Gompers era “job conscious” union barely
tolerated the very limited government efforts to regulate a few minimal
work standards for the inherently weaker groups of the labor force such
as women or children. The modal American union today appreciates
the interdependence of worker organization and government action.

3. There is a steadily expanding scope of substantive worker in-
terests reflected in recent trade union activity. Pressures from many
sources have played upon the unions to extend their substantive hori-
zons. Consequently unions today are vitally concerned with levels and
rates of growth, Medicare, education, housing, area redevelopment,
“poverty” programs, tax programs, trade expansion programs, inter-
national trade and aid programs, the development of poor countries,
aid to labor movements abroad, and so on. These other-directed, public,
national and international-conscious interests may still take a back
seat in relation to the more self-centered interests in wages, hours and
terms and conditions of work. That they exist at all, however, is ample
reflection of dramatic shift over time in the scope of worker organiza-
tional interests.

4. There is also the related pressure imposed upon the labor scene
in recent years which seems to make an occasional dent in shifting
labor’s traditional short-term here-and-now job gains time horizon to
a somewhat broader span. The stream of appeals from Presidents
Eisenhower, Kennedy and Johnson for a greater public-interest con-
sciousness may not yet have struck deep roots or gained wide acceptance
from either trade unionists or trade union leaders. These recurrent
stresses on longer-term considerations turning on price level or balance
of payment or whatever national welfare appeals as these relate to the
business of pressing wage gains are bound nonetheless to rub off and
leave at least a minimal effect over a longer period of time. The really
remarkable (if ultimately ineffective) joint declaration of intent signed
last year by employer and trade union leaders in the United Kingdom



180 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

may be (whether we approve of such drift or not) the harbinger of
comparable things to come at some future date in this country.

5. Finally, this is all bound to affect and has already begun to
affect the limits of self-identification. We are still a far cry from a
solidarism of all mankind but the recent civil rights and poverty pro-
grams have both received private and public support from the labor
movement. The tempo or the vigor of this support may be criticized
by spokesmen for the affected groups or by the articulate prodders of
labor but warranted or not, such carping tends only to distract our view
from what is relevant for this point, i.e., that the labor movement of
1965 has come a long way from Mr. Strasser’s characterization of his
own relations to the men and women outside his cigarmakers local.

* * * * *

In sum: There remains a far distance to travel yet to reach the
extremes at the opposite pole of the “job conscious” union’s cluster of
vector values but a cross-sectional comparison of the vector fields of
the 1965 and the 1925 American labor movement will reveal to any
viewer a series of remarkable interim changes. And none of these re-
inforces the current validity or meaningfulness of a “job conscious”
unionism cover label for the behavioral mix we see now or can project
for the near future for the American labor movement.

It would indeed have been surprising to find otherwise. Differences
in times and customs, in economic and political realities, were bound to
be reflected in the evolution of different variants of labor organization
in the United States as well as in different industrial relations systems
in different places. It is time therefore that “job conscious” unionism
be accepted as a descriptive shorthand for the characteristics of the
American labor movement at a particular point in its development and
discarded as an explanatory or an exclusive label. Analysis of labor
organizational behavior can make easier progress in giving recognition
to the legitimacy of varieties of behavior patterns. Understanding can
then be gained by seeking out the differences and similarities in ante-
cedent sets of influencing factors associated with such variants of labor
organization or industrial relations systems.

There is, finally, the important concern that labor organizational
behavior itself may be affected and at times constrained by the mode
and units we adopt to measure such behavior. Perlman himself was
ready to concede at one time that the AFL may have “missed the boat”
on a number of occasions in adapting to changed circumstances. How
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ironic if the constraint of the “job conscious” image should even have
played a minor part in this shunning of mutation, avoidance of experi-
ment or soft-pedaling of the trial of alternative mixes of behavior and
attitude. The danger of the cover label or behavior measure too long
or too ardently held is that it may be too readily conceived as be-
havioral guide as well. In that event, yesterday’s behavioral prag-
matism may become today’s parochialism or even tomorrow’s peril.
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THE CONCEPT OF BARGAINING IN
INDUSTRIAL RELATIONS

MyroN L. JosepH
Carnegie Institute of Technology

The trouble with the concept of bargaining is that it never travels
alone. That would not be too bad except that it has gone steady with
a long list of others. So, that, instead of bargaining by itself we
always find:

Collective bargaining
Bargaining power

Bargaining theory

Bargaining relationships
Bargaining behavior

Formal and informal bargaining
The duty to bargain
Bargaining institutions
Bargaining subjects.

and probably many others. Bargaining is a Blue Beard of a concept.

It would not be far from the truth to say that bargaining is simply
another way to define the field of industrial relations. But that would
not be very helpful. Instead, I will try to distinguish among some of
the major interpretations of the concept and explore their implications.

One extreme is characterized by Professor Tripp’s “Development
of the Concept of Collective Bargaining Theory.”! His frame of
reference was the relationship between socio-economic groups in the
society, and he undertook “to identify the functional roles of employer
(corporate or otherwise) and employee organizations in an operating
social-political economy.” This approach follows in the path of Com-
mons and Perlman and their analyses of the impact of the environment
and historical background on the development and behavior of labor
organizations.

Although it might be appropriate to use the term bargaining to
describe the relationship between labor and other groups in a society,
the use of collective bargaining in this context is misleading. Professor

* A. Reed Tripp, “Collective Bargaining Theory in Labor, Management and
Social Policy,” edited by Gerald Somers, The University of Wisconsin Press,
Madison, 1963.
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Tripp says that by a theory he means “a system of thought intended
to help explain and predict human behavior,” but his concept of col-
lective bargaining contains strong value elements. For example, he
states that “collective bargaining theory merely asserts that the parties
to the bargain can establish realistic and acceptable wages and employ-
ment terms more reliably than can labor courts or other alternative
devices for setting wages and work rules.” His claim may be correct,
but it does not follow from the type of theory he presents. We should
not confound attempts to explain the development of our bargaining
institutions with a listing of the virtues of collective bargaining from
the point of view of society and employees.

A conceptual framework tends to structure the analysis of a prob-
lem area. If we are concerned with the development of theories that
will help us understand the interaction of socio-economic groups in
different environments, including the changing nature and role of labor
organizations in our own society, the concept of “collective bargaining
theory” is too restrictive and implies a conclusion or a set of values
that are inconsistent with the proper role of a theory.

To avoid confusion and to encourage the objective analysis of the
many possible patterns of institutional development, we should en-
courage labor movement theory and analysis and confine the concept
of collective bargaining to the particular institutional framework to
which it is relevant.

Moving further along the concept continuum, we find collective
bargaining used to describe the total pattern of relationships between
organized labor and management within our institutional framework.
In 1958 Professor Joseph Shister asserted that ‘“a meaningful charac-
terization of the nature of collective bargaining is an absolute necessity
for gaining a systematic perspective of both the process as a whole and
its component parts.” 2 He went on to complain that “the explicit and
systematic characterization of the process is conspicuous by its relative
scarcity.” One attempt was made by Neil Chamberlain in 1951 when
he described a three-fold conceptualization of collective bargaining.?
He suggested that it might be looked upon as an exchange relationship,
as a means of contracting for the sale of labor; as a constitutional

% Joseph Shister, “Collective Bargaining” in A4 Decade of Industrial Rela-
tions Research, edited by Neil Chamberlain, Frank Pierson and Theresa Wolf-
son, New York: Harper and Bros., 1958.

*N. W. Chamberlain, Collective Bargaining, New York: McGraw-Hill,
1951, Ch. 6.
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system in industry with the union sharing sovereignty with manage-
ment over the workers; and as a method of business management, with
the union joining management in reaching decisions on matters in
which both have interests. All of these are, of course, partial abstrac-
tions but each provides a framework for the analysis of important
aspects of collective bargaining.

Shister questioned the “operational relevance of the differentiation”
but it is precisely at the operational level that Chamberlain’s emphasis
on partial abstractions is useful in the implementation of collective
bargaining theory as that concept is interpreted by Shister. The entire
matrix of collective bargaining relationships is too broad and too
complex to be amenable to fruitful analysis. The theoretical constructs
proposed by Chamberlain suggest the kinds of variables and relation-
ships that might be developed into testable propositions. As an alterna-
tive Shister suggests a simplified characterization of collective bargain-
ing somewhat along the following lines:

“1. Collective bargaining involves group relationships . . .

2. Collective bargaining involves a continuous relationship.

3. Collective bargaining is evolutionary (dynamic) . . .

4. Collective bargaining is diversified . . .

5. While the collective bargaining relationship is dominantly a
private one (in America) it is influenced by government policy
and action.

6. Collective bargaining—viewed as a national institution—is con-
ditioned by and in turn conditions, the relevant components of
the socio-economic climate.”

I would agree that Shister isolated several basic characteristics of
collective bargaining, but a set of characteristics does not provide a
framework for analysis. Indeed, the characteristics that he lists could
easily be applied to other institutions or behaviors. There is nothing
in his list that gives any clue to what collective bargaining is or how
it might be analyzed. He avoids the problem of conceptualization.
Shister raises the question “is it feasible to elaborate a general model
or framework in terms of which collective bargaining can be more
constructively understood with regard to determinants? . . . The stand
taken here is that we can.” I would respectfully disagree. If by col-
lective bargaining we mean the entire set of relationships or the entire
pattern of interactions between labor and management, I would argue
that the term describes a useful and important field for study but is not,
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in itself, a fruitful analytical concept. It is true that there is a high
degree of interdependence among the various aspects of the complex
collective bargaining matrix. But in our modern world, and certainly
in our economy, the level of interdependence is high. It does not follow
that the appropriate level of analysis is the entire system.

Moving further along the continuum we find the collective bargain-
ing concept perceived as a union-management decision process with the
primary focus on the inter-organizational relations. This interpretation
of the collective bargaining concept is the basis for attempts to define
scales on which different collective bargaining relationships can be
located, and for the development of hypotheses concerning the effects
of various environmental and behavioral variables on the character of
the bargaining relationship.*

The decision-process concept has also been the basis for the many
studies of the impact of collective bargaining on relative wages,® the
most advanced example of which is Professor Lewis’ analysis of union-
ism and relative wages.® It is also the conceptual base for studies of
the different patterns of wages and working conditions that are gen-
erated by the bargaining decision process.” Our attempts here have
tended to be either highly theoretical and general on the one hand or
at the level of fairly detailed case study descriptions at the other ex-
treme. I understand from Professor Harold Levinson that he has a
project underway that has as an objective the development of an
empirical basis for evaluating the importance of economic, political and
other power variables in explaining the relative movements of wage
and fringe benefits in several different collective bargaining situations.
The concept of an inter-organizational decision process functioning
under pressures from the socio-economic environment should point the
way toward testable hypotheses in this area. I would place high on the

‘ Robert Dubin, “Power and Union-Management Relations,” Administrative
Science Quarterly, June 1957; Clinton S. Golden and Virginia D. Parker,
Causes of Industrial Peace Under Collective Bargaining, New York, 1955;
Frederick H. Harbison and John R. Coleman, Goals and Strategy in Collective
Bargaining, New York, Harper and Bros., 1951.

5For a good review of the studies see Albert Rees, The Economics of Trade
Unions, Chicago, The University of Chicago Press, 1962, pp. 75-99.

®H. Gregg Lewis, Unionism and Relative Wages in the United States,
Chicago, The University of Chicago Press, 1963.

" See for example Sumner Slichter, James J. Healy, E. Robert Livernash,
The Impact of Collective Bargaining in Management, Washington, D.C., The
Brookings Institution, 1960.
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agenda the question of how the government’s wage-price guideposts and
other forms of participation or attempted influence on labor-management
relations affected the process and results of collective bargaining.

I have not attempted to summarize the literature, but it is apparent
that the concept of bargaining interpreted as an inter-organizational
decision process has helped to provide a focus for significant research
in several directions. Research findings based on this concept help us
understand and evaluate collective bargaining, and aid in the formula-
tion of private and public policies that affect the role of bargaining in
our economy.

And finally, at the end of the continuum we find the concept of
bargaining as an interaction process. William Simkin recently described
the collective bargaining process as “the mechanism for equating power
on a case-by-case basis and under circumstances prevailing at the time
of the particular bargain.” ® Walton and McKersie ® view bargaining
as an example of social negotiations, by which they mean “a deliberate
interaction of two or more complex social units which are attempting
to define or redefine the terms of their interdependence.” One of the
more interesting aspects of collective bargaining is that it takes place
within an interdependence relationship which exists because of the
mutual gains to the parties of continuing it, and because it is the best
alternative for both parties within a reasonably wide range.

Walton and McKersie correctly label one aspect of their analysis
“Market Rigidities,” since in a real sense bargaining would not be
meaningful in a completely competitive world. Bargaining can be said
to occur any time a transaction takes place between two or more
parties. This is true in the sense that when two parties try to complete
a transaction they are exploring for a solution which both parties would
accept rather than lose the transaction. The closer to a competitive
situation in which the parties find themselves, the more attractive the
next best alternatives will be and the greater the information available
to both parties concerning the characteristics of their next best alterna-
tives. At the extreme, under competitive conditions the parties under-
stand that they must either complete a transaction at the conditions
enforced by the market or forego the transaction completely. The
greater the market imperfection, the less perfect will be the substitutes

® William Simkin, “Mediation Conciliation, and Collective Bargaining,”
Michigan Business Review, March, 1965.

® Robert E. Walton and Robert B. McKersie, 4 Behawvioral Theory of Labor
Negotiations, New York, McGraw-Hill Inc., 1965.
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for a successful transaction, and/or the less perfect will be the parties’
knowledge about each other’s alternatives. What we normally think of
as bargaining involves two parties who at least at the outset have some
reason to believe that a successful transaction is possible at terms that
are better than the probable outcome of the next best alternatives.

Collective bargaining is complicated by the fact that the interde-
pendency relationship is a continuing one. So that, within fairly wide
limits the alternative to a successful bargain is the best of non-agreement
rather than the movement to a transaction with some other party. At
the extremes, as Walton and McKersie point out, this assumption of
continued interdependence can break down and either party can take
action to move to an alternate state of interdependence. In most other
cases of bargaining, the failure to achieve a satisfactory transaction
terminates the interdependency relationship at least temporarily. But
in labor negotiations the employer and union continue their bargaining
relationship even if negotiations result in a strike, and for the most
part the employee-employer relationship is not broken. Only when
the parties are pushed beyond the outer limits does the state of inter-
dependency break down completely.

The process of attempting to reach an agreement when at least
some of the interests of the bargaining parties are in conflict has been
described in a number of languages and formalized in many different
equations. Alan Cartter *° used economic analysis to study the prefer-
ence patterns of unions and employers in wage bargaining and demon-
strated the possibility of shared gains under specified conditions. A
first step toward formalizing the process of determining the shares of
these gains was made by Hicks in 1932 3! when he described the
bargaining process in terms of employer and union concession curves.
Since then several writers have developed substantially more sophisti-
cated formal models of bargaining. Pen !2 described a model in terms
of satisfaction functions, the risk of conflict, estimates of the opponent’s
will to resist, and the value (positive or negative) of risk taking.
Stevens 13 formulated a conflict-choice model based on a theory of

1 Allen M. Cartter, Theory of Wages and Employment, Homewood, Illinois,
Richard D. Irvin, Inc., Chapter 8, “Union-Employer Preferences in Collective
Bargaining.”

1 J. R. Hicks, The Theory of Wages, New York, The Macmillan Co., 1932.

2 7J. Pen, “A General Theory of Bargaining,” American Economic Review,
March, 1952.

13Carl M. Stevens, Strategy and Collective Bargaining Negotiation, New
York, McGraw-Hill Book Company, 1963.
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individual behavior. Mabry 1* stated his formulation in terms of
pain and pleasure, Walton and McKersie 1° used the concept of sub-
jective expected utility,” and Kuhn 18 describes a bargaining power
model in terms of relative evaluations of the bargaining terms.

Although the models differ in detail they are based on a relatively
homogeneous view of bargaining. Even Stevens’ psychological model
can be translated into a reasonable approximation of one or more of
the others. Of course none of the models has any empirical content, but
they provide a basis for focusing on critical variables, and for esti-
mating the implications of different behavior patterns for the outcome
and successful conclusion of bargaining. For example, Kuhn notes
that bargaining tactics “consist primarily of seeking to learn the true
position of the opponent’s power limits and then represent one’s own
limits as being close to or identical with those limits . . . Strategic
maneuvers, on the other hand, consist of actions which change the
position of the power limits, either one’s own or his opponents.”

On the basis of his conflict-choice model, Stevens notes that we
may

“view the negotiator during the early stages as primarily concerned
with the competitive tactical problem of moving his opponent’s
equlibrium position (the least favorable terms that the opponent
is willing to agree to) as much as possible in his own behalf . . . At
some point, . . . competitive attempts to influence the opponent
will probably give way to the problem of ‘revealing’ one’s own
equilibrium position. . . .’ 17

It appears that the conceptualization of bargaining in relatively
formal models has not been sterile, but has been effectively applied
to the analysis of bargaining behavior. It might be argued that we
have not progressed very far since Hicks in spite of the mathematical
formulations and the addition of new variables. It appears at times as
if we have only learned to say the obvious in ways that fewer people
can understand. But the models do provide a basis for probing
further into the bargaining process.

¥ B. D. Mabry, “The Pure Theory of Bargaining,” Industrial and Labor
Relations Review, July, 1965.

¥ Walton and McKersie, op. cit.

1 A, Kuhn, “Bargaining Power in Transactions: A Basic Model of In-
terpersonal Relationships,” American Journal of Economics and Sociology,
January, 1964.

17 Stevens, op. cit., page 12.
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Walton and McKersie use their subjective expected utility model
to analyze bargaining behavior in a game-theory framework, and their
model provides a context for the application of experimental findings
to the analysis of bargaining. For example, they note the dependence
of probability estimates on personality variables, commitment tactics,
and the existence of “prominent” solutions. Stevens’ model, as indi-
cated above, was the basis for the formulation of testable propositions
concerning behavior at different stages of the bargaining process. The
formal models provide a context for the integration of what we know
about bargaining behavior, and highlight the areas of worthwhile
research.

The concept of bargaining as an interaction process has also been
the basis for experimental and field studies. The former are severe
abstractions, and there is no simple way to test experimental results
in the field,'® but they provide some evidence about the bargaining
process and the effects of critical variables on the outcome. For ex-
ample, Siegel and Fouraker ° found that there was some tendency for
bargainers to negotiate contracts at the pareto optimal, and in experi-
ments conducted with Richard Willis2° I found that the existence of
prominent solutions increased the probability of agreement. Experi-
mental studies have built up a body of evidence concerning the role of
information and communication in bargaining behavior, as well as the
implications of different bargaining strategies.

The possibility of analytical field studies was demonstrated by Ann
Douglas’ pioneering effort.2! She reported that mediators know that
“whatever the balance of economic power with which parties come into
the conference room, the exercise of negotiating skill at the table will
in time bring forth its own brand of table-power.” Consequently her
primary focus was on the behavior of the parties to the negotiations.
One aspect of her study is of particular interest in the context of this
discussion. Although the conceptualization of bargaining that is the
basis for her work is the interaction process, she made explicit the fact

M. L. Joseph, “An Experimental Approach to the Study of Collective
Bargaining,” Proceedings of the Thirteenth Annual Meeting of the Industrial
Relations Research Association, 1961.

%S, Siegel and L. E. Fouraker, Bargaining and Group Decision Making,
New York, McGraw-Hill, 1960.

M. Joseph and R. H. Willis, “An Experimental Analog to Two-Party
Bargaining,” Behavioral Science, 1963.

2 Ann Douglas, Industrial Peacemaking, New York, Columbia University
Press, 1962.
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that bargaining was not simply another example of small group be-
havior. She criticized the orthodoxy of psychologists for overlooking
“the considerable evidence that there is a tenable distinction to be
made between the inter-personal and the inter-party climates in nego-
tiation.” She was able to distinguish phases of the bargaining process
when the parties came close to role-taking, and other periods when the
formal roles were of little importance. Bargaining involves both inter-
organizational and inter-personal interactions. Field studies of this
type are difficult and expensive, and the evidence generated through
informal contacts with the parties must be interpreted with caution.
However, the value of the other approaches to the study of bargaining
behavior and the bargaining process will depend in large part on our
ability to test hypotheses directly or indirectly in the real world con-
text. Empirical studies of bargaining, the development of theoretical
models, and the extensive experimental work are all evidence of the
continuing value of the bargaining concept, viewed as an inter-personal,
inter-party interaction process.

There is, of course, a danger that analyses based primarily on
studies of the bargaining process will not give proper weight to environ-
mental factors. It is easy to conclude that a wage increase was granted
because of bargaining simply because it was granted through the bar-
gaining process. However, our analysis has been at the aggregate level
for so long that there is little danger that we will ignore the economic
and political variables. We need to provide a sounder analytical base
for evaluating union, business and government actions that influence
the bargaining process. Do guideposts help or hinder bargaining?
Does mediation affect the outcome of bargaining, and would mediators
be more or less effective if they represented the public interest? How
would the threat of an imposed solution affect bargaining? What is
the potential and what are the limitations of continuous bargaining—
as contrasted with crisis fixed-term negotiations? What would be the
effects of greater use of neutral third parties, as a regular part of the
process? Field studies are undoubtedly important, but I doubt if the
answers to many of these questions can come from the participants.
I performed the neutral adviser role in one situation over an extended
time period, and in addition to my own frustrations I found I could
not satisfy my wife’s queries about whether or what I was accomplish-
ing. I am, of course, completely convinced that my role was positive
and significant—but I would be hard pressed if pushed for evidence.
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Our judgments on the new modes of bargaining behavior should be
based on extensive research into the dynamics of bargaining behavior.

There is a possible danger in pursuing research into the bargaining
process. My colleague, Herbert Simon, has suggested that perhaps
collective bargaining works as well as it does only because the parti-
cipants don’t know too much about the game. He argues that detailed
knowledge of the determinants of bargaining power and of the impli-
cations of different bargaining strategies might lead to a breakdown
in the bargaining decision process. But it appears equally likely that
more sophisticated bargainers will be less likely to reach an impasse
when a solution exists that both parties would prefer to a strike. It
should be possible to evaluate this question analytically. What would
be the outcome of bargaining under various assumptions about the
state of knowledge of the participants?

I feel obliged to touch on one last concept of bargaining, the legal
definition of bargaining. In his recent study 22 Philip Ross provides
a succinct summary of the current state of the law:

“The employer must meet with the union at reasonably frequent
intervals at a mutually agreeable time and place. He must refrain
from bypassing the union and negotiating directly with his em-
ployees. He must not refuse to discuss the mandatory subjects of
collective bargaining, which, under National Labor Relations Board
doctrine, include not only wages and hours, but merit increases,
bonuses, sub-contracting, work rules, pensions, stock-purchase plans,
and any other subject which affects the terms and conditions of
employment.

“In negotiating with the union, an employer must make a bona
fide effort to come to terms with the union and cannot legally avoid
the duty to bargain by ‘surface bargaining,’ ‘shadow-boxing’ or
prolonged futile discussion. While concessions are not required, an
employer must in good faith, so conduct his negotiations that his
acts of commission and omission are consistent with the inference
of a desire to reach an agreement.”

There are eminent authorities who argue that it is useless or wrong to
require employers to bargain in good faith, since the requirement can-
not be enforced. Ross argues convincingly that the mandatory duty
to bargain has been effective in spite of its limitations. But neither
side of the debate has a substantial analytical basis for its belief. It
should be possible to explore the implications of the behavior patterns

2 Philip Ross, The Government as a Source of Union Power, Providence,
Rhode Island, Brown University Press, 1965, p. 2.
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now required by law. Do they increase the probability of agreement?
Do they add to the union’s bargaining power? And perhaps of greater
long-run significance, are there alternative formulations of the legal
duty to bargain that would more effectively further our objectives for
collective bargaining? Ross’ empirical work is an important contribu-
tion, but the answers to questions of this type must be based on the
analysis and study of bargaining behavior. We should try to deter-
mine if our legal concept of bargaining is consistent with the research
findings based on a behavioral concept of bargaining.

In spite of the fact that bargaining has been conceptualized in
many different ways, some of which I have found to be relatively
sterile, it remains a key concept—or more accurately, represents sev-
eral key concepts—in the field of industrial relations. The bargaining
concept has shown vitality in that it continues to be redefined so that
it can provide an effective base for a variety of different kinds of re-
search. I believe it would be a mistake to try to force the structure
back into one grand concept, although every effort should be made to
explore the interfaces among the different interpretations of bargaining,
and to build them together where that can be done meaningfully.



THE ANALYTIC MEANING OF SENIORITY

FREDERIC MEYERS*

This paper does not attempt to deal with the set of questions posed
by the Chairman, Professor Derber. There is both an excuse and a
reason. The excuse is that Professor Derber’s letter setting forth the
questions to be dealt with caught up with me in Europe, and was
mislaid there. The reason is that the ‘“concept” I am asked to deal
with is qualitatively different than those presented to the other members
of this panel. Prof. Siegal has analyzed the concept of job consciousness,
an abstract term invented by a social scientist to describe what he saw
as a characteristic of labor movements. Its purpose was analytic, and
the questions posed by Prof. Derber are appropriate to ask of it.
Prof. Joseph has dealt with the notion of bargaining, specifically, as
his paper indicates, with collective bargaining. Again, if memory serves
me well, collective bargaining is a concept invented by the Webbs to
make more easily subject to analysis a process. Its usefulness may also
be judged by Prof. Derber’s criteria.

But seniority is a term of industrial origin, a word of art of the
real world, rather than a concept invented by social scientists. As such,
the questions posed by Prof. Derber are irrelevant to it. As social
scientists, we cannot retain or discard it as useful or not. It is part
of the object of our study. My purposes then, will be to subject the
term to analysis in an effort to indicate what meaning the social scientist
can draw out of it, and the practices which it describes, as a contribu-
tion to the understanding of our subject matter.

Seniority is the application of the criterion of length of service for
the calculation of relative equities among employees with respect to
their claims to jobs and prerogatives related to employment within
the collectively determined scope of application of the criterion.! It
may not be the only applicable criterion, and, with respect to certain
claims or prerogatives, may not be applicable at all.

This definition emphasizes the affirmative function of seniority—
to allocate claims and to establish priorities as between conflicting

* Professor of Industrial Relations, University of California, Los Angeles

*Jt is at least conceivable that the scope of exercise of seniority might in
certain circumstances, go beyond that determined collectively. See Zdanok v
Glidden, 288F. 2d 99 (1961); Glidden » Zdanok, 370 U.S. 530 (1962);
Zdanok v Glidden, 47 CCH 18211; 48 CCH 18724; cert denied 377 U.S. 934.
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claims. That there are other criteria possible and, in many situations
applicable, is patent. Among these others are objectively determined
skill and efficiency, economic need or convenience, or the ability sub-
jectively to please the employer, the foremen or others responsible for
making the allocative decision. That all, and perhaps others, appear
singly or in combination with others in industrial relations practice
indicates that each appeals to some fairly widely held aspect of our
industrial value system.

The development of the practice of seniority is usually attributed
to union pressure, and the reasons for the development of that pressure
are commonly given as the elimination of favoritism in treatment of
workers in significant aspects of their employment, either on a personal
basis, or because of the employee’s institutional relation to the union,
and as a device to allocate employment, promotion and other oppor-
tunities. These two commonly given reasons taken together constitute
the choice of one set of values over another. They say that unrestricted
employer choice is not tolerable in those segments of industrial society
in which unions seek seniority rules; rather, that greater length of
service creates a right to preferential allocation of prerogatives in
employment superior to those created by shorter service.

It is so that formalized and enforceable seniority rules awaited the
development of union pressures; it is doubtful that the set of values
expressed in seniority rules are unique to the labor movement or that
seniority was an invention of the labor movement. I suspect that it
would long have been regarded as an abuse of managerial prerogative
to dismiss a long service worker for arbitrary reasons of personal
favoritism or even of anti-union bias. The incorporation of seniority
rules in collective agreements has been, in many ways, a codification of
social norms and a clearer choice of priorities among values.

Historically, seniority rules seem to have been developed earliest
on the railroads. They appear to have been among the concessions
gained by the operating railroad unions as their strength developed
after the Civil War.2 The legal effect of railroad seniority clauses was
the subject of court proceedings long before those in any other
industry.3

It is relevant to ask why this was so; why seniority rules appeared

?William J. Cunningham, “The Locomotive Engineers’ Arbitration: Its
Antecedents and its Outcome,” Quarterly Jouwrnal of Economics, February,
1913, p. 268.

?See: Note, 51 Harvard Law Review 522 (1958).
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first on railroads, and not among others of the organized or partially
organized industries of the period. The answer seems to me to lie in
the fact that railroading was perhaps the first industry to be effec-
tively organized in which the attachment of the employee was essen-
tially to a particular employer rather than to the industry, or the
craft. As George Taylor has observed, “there are many industries . . .
in which the employees look to the market rather than to the employer
for their job security.”* While Taylor observes that where the em-
ployee look to the employer rather than to the market, “seniority is
thus a means of providing work guarantees for a variable and fluctu-
ating number of employees,”® the essence seems to me not to be in
that fact—railroads have, after all, until recently offered greater sta-
bility of employment than most industries, and certainly more than
those in which employees are market-oriented such as garments, con-
struction or longshoring. The essence seems to me to be the scope of
that collection of job opportunities in which the employee regards him-
self as having a continuing equity.

In fact, I have seen the written response of a British trade unionist
in the engineering industry, to a questionnaire about the applicability
of seniority in his industry. It argued that plant or employer seniority
was less desirable than seniority whose scope extended either over
attachment to the entire industry or was measured by the length of
union membership. Despite the bitterness of disputes among em-
ployees over merging of seniority lists in cases of mergers, consolida-
tions and the like, continuing instability of employment in the seniority
industries could conceivably lead, not to a closed shop, but to multi-
employer definition of seniority districts for layoff and rehire purposes.

Much of early trade union organization was, of course, of craftsmen
whose appelation as “journeymen” quite literally described them.
They were, by the nature of the industries in which they worked,
highly mobile from employer to employer. For these reasons, they
looked to a broader market than the single employer for their right
to work. The unique bargaining characteristic of these industries was
and is, rather than the application of seniority rules to employment
and layoff problems, the closed shop over the scope of this broader
market.

¢ George W. Taylor, “Seniority Concepts,” in Arbitration Today, Proceed-
ings of the Eighth Annual Meeting of the National Academy of Arbitrators,
Washington, Bureau of National Affairs, 1955, p. 132.

51bid, p. 129
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The closed shop is categorized as a form of union security, which
implies that it serves one of the functions attributed to seniority—to
protect against discrimination for reasons of union affiliation. In the
case of the closed shop the emphasis is commonly put on institutional
security of the union, while as to seniority, the emphasis is commonly
put on protection of the individual. But the essential distinction be-
tween the closed shop and the forms of union security which prevail in
the noncasual industries is the way in which it stakes out a job territory
belonging to the union as an established collectivity of owners of equi-
ties in that territory. Forms of union security which depend on post-
hiring compulsion to join do not, alone, identify individuals with
equities. Put that way, the closed shop performs at least one of the
functions performed by seniority. It yields continuing equities in a
defined scope of job opportunities.

A further analogy may be made, between the right of employers in
industries characterized by seniority rules in layoffs to seek new em-
ployees only when employees with seniority are not on a layoff list
and the clause common to agreements in closed shop industries under
which employers may enter the open market only when the union is
unable to supply qualified workers. Admittedly this analogy is imper-
fect in that, principally, the control of acquisition of enduring equities
in the job territory lies more clearly with the employer in seniority
industries, at least in periods of job expansion not following declines
or exceeding past declines. But the evidence for the similarity of func-
tion is there.

That the functions are not completely overlapping is apparent. If
they were, it would not be necessary for the Typographical Union to
have sought both a form of seniority rule, “priority” and the closed
shop, at least during that period in which the closed shop was not
unlawful. But firm seniority rules were, relative to the extent of bar-
gaining history of the Typographical Union, recent, and may have
come as the structure of the printing industry became more like that of
other seniority industries.® In 1890, the rule in the newspaper industry
appears to have been similar to that in the construction industry which
gives the foreman virtually complete control over reductions in force
and dismissals. Between 1902 and the first World War, the seniority

®See the discussion of priority rules in daily newspapers by Robert K.
Burns and in Book and Job printing by Emily Clark Brown in How Col-
lective Bargaining Works, N.Y., Twentieth Century Fund, 1945.
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rule was devoloped to apply both to layoffs and hires. In book and
job printing, it was not until the ’twenties that the application of
seniority rules began in the large metropolitan areas. It may well be
that this was the period in which the employees began shifting their
horizons from the market to the employer, losing their literal charac-
teristic as journeymen when large and stable newspaper and job print-
ing establishments developed.

Emily Clark Brown, after noting the slow development of seniority
rules among Pressmen and Bookbinders notes that “ recent develop-
ments have made these unions look more favorably upon seniority
provisions. Technical changes, which have somewhat reduced the
advantage of the old experienced man, plus severe unemployment,
make some members envy the security given by the priority law in
the composing room. Moreover, in the big pressrooms and binderies,
where considerable groups of workers perform the same class of work,
it is more feasible to operate, in part, at least, on a seniority basis.
When these large plants are isolated in small towns there is a strong
case for protection of seniority rights, since the only jobs are those in
one plant. Seniority provisions have become very general in these big
plants, in contrast to the situation in the older areas with many
smaller shops.”?

The overlapping of functions performed by the closed shop and
seniority rules is illustrated, of course, by the recourse had by certain
of the maritime industries to seniority when the Taft-Hartley Act
made their traditional closed shop practices unlawful. The emphasis
in contemporary discussion of this apparently novel approach was to the
search for union security. Of course it had the effect of assuring
greater institutional security to the Union than would have been the
case without either rule. But equally important, the new rule pre-
served the existing equities of employees in job opportunities in much
the same way as had their old hiring hall. And, as we have argued,
seniority may also in the more ordinary case serve the goal of institu-
tional security—that is what is meant in part when the rule is defended
as a device to prevent discrimination against union members.

Most of us are familiar with the industry characteristics which
have given rise to closed shop practices; in a sense, then, it is the
industries with the obverse characteristics which give rise to seniority

" Ibid.
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practices. Dr. Taylor has emphasized the element of craft.® Undoubt-
edly this was of the essence in earlier historical periods. The corporate
body of craftsmen had a sense of ownership over the exercise of their
unique skills, and wage setting and work assignment practices reflected
this. But it was also true that traditionally craftsmen were journey-
men: they journeyed from job to job and from employer to employer.
Contemporarily it is a little difficult to describe hod carriers and com-
mon laborers, truckdrivers or longshoremen as craftsmen in the original
sense. Closed shops grow up not only among craftsmen, or even always
among craftsmen. But the closed shop or a reasonable lawful or un-
lawful approximation thereof grows up in industries in which the usual
term of a particular job is short, so that seniority rules as a device for
protecting an equity in a particular job with a particular employer
would be meaningless.

Seniority rules as to layoffs and rehires, then, serve, as does the
closed shop, to establish equities in jobs and in job opportunities.
Local union jurisdiction defines the outer boundaries of the property
in closed shop industries as does the bargaining unit in seniority indus-
tries. Craft lines or jurisdictions subdivide the claims in closed shop
industries. The bewildering array of departments, job families, and
other forms of defining seniority districts within a bargaining unit
serve somewhat similarly to subdivide the claims in seniority indus-
tries. And disputes at the boundaries are often as bitter in seniority
industries as they are between crafts. Both seniority and craft juris-
diction make cannibals of men.

Seniority rules applicable to layoffs are sometimes seen as alterna-
tives to work-sharing.® But they are in no way mutually exclusive.
There is implicit in the practice of the closed shop that work shall be
shared more or less equally among those holding equities in the job
territory, but as the Typographical Union arrangements indicate, the
closed shop does not necessarily mean that equities may not be un-
equally divided. Similarly, a seniority rule does not necessarily mean
that equities must be unequally divided. Mileage limitation rules in
the railroad operating crafts, the oldest bastion of seniority, are indic-
ative of the possibilities.!® Various forms of guaranteed annual wage

80p. Cit.

®See George W. Taylor, op. cit.

* Emily Clark Brown also observes that semiority and work-sharing co-
existed in printing pressrooms. Such combination of rules have become in-
creasingly common.
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or income plans provide incentives to employers to make more equal
the value of unequal seniority rights.

It must be admitted that inequality of equities is of the essence of
seniority rules. In addition to defining the boundaries within which
equities are accumulated, the rule provides an ordering of them. In
this major respect it differs from the closed shop rule. The closed shop
simply defines the boundaries and identifies those who fall within it,
without any automatic order of claim. Seniority defines that order as
well as the boundary. The closed shop does not say who will be out
of work at a moment of time, or have access to a promotion oppor-
tunity. Seniority does.!’ But it should be made explicit that a sen-
iority rule does not necessarily determine the measure of the inequality
of equity shares. Other rules, such as hours of work, guarantees of
work or income, or explicit work-sharing rules determine, under a
variety of possible circumstances, the relative values that attach to a
place in the order of claim.

Another frequent distinction between closed shop and seniority in-
dustries is the fact that in some of the former, agreements are marked
by the absence of protection of the employee against dismissal from a
specific job without a good or just clause. Construction industry agree-
ments rarely contain the familiar dismissal clause. The reason may
well be that dismissal from a specific job does not, in the closed shop
industries, result in total loss of equity in the job territory and, indeed,
may not mean, in the long run, any loss in access to work. Whether
it does or not depends randomly on the chance of the draw of suc-
ceeding work opportunities—for the dismissed worker and his replace-
ment and others affected by the order of assignment.

In the seniority industries, dismissal results in total loss of equity.
But it has been held that an unqualified seniority clause is the equiva-
lent of explicit protection against individual dismissal without ade-
quate cause.!> The modern arbitrator, faced with a grievance alleging
dismissal without good cause under a contract which had no specific
protection might hold that such was an implied clause in any collective
agreement. But if the agreement had a seniority clause he might well
hold that that clause established an equity that could not be impaired
without adequate cause. Thus, the additional protection of equity

1 Because craft often defines a boundary of the closed shop, promotion is
commonly not an issue. .
2 See cases cited in Note, 51 Horvard Law Review 522 (1958).
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afforded by the usual just cause agreement, in the face of an unquali-
fied seniority clause, may well be redundant.

Seniority rules, of course, serve other functions than those thus far
mentioned. We have observed that the drawing of seniority districts
is in some ways analogous to the affirmation of craft property in craft
jurisdictions. It is undoubtedly true that craft boundaries are usually
less easily crossed in the closed shop industries than are seniority dis-
trict lines in the seniority industries. Career progressions of some kind
are the usual, though not the universal concomitant of seniority rules.
It should be remarked, however, that qualification of seniority with
other criteria are more frequent when movement across these lines is
involved than at the point of ingress or egress to or from the boun-
daries of the collective job property. Seniority also may apportion
such other prerogatives as vacation periods, shift assignment and a
host of others.

Looking at both seniority and closed shop industries, however, at
least by comparison with most industrial relations systems in which
the individual contract of employment is the cornerstone of rights and
obligations, the distinct attribute of each is the possibility of claims to
employment rights of persons who are not currently in employment.
In the case of the closed shop industries these are union members out
of employment and, under the rules of the hiring hall, the agreement
and the union, entitled to claims on work opportunities as they may
appear within the boundaries of the closed shop jurisdiction. As to
seniority industries, they are persons once employed who, under the
agreement, continue on a layoff list.

The essential meaning of these continuing claims seems to me to
be their expression of a property-like relation of the worker to a defin-
able set of work opportunities—an affirmative right which find its
most efficient expression in the structure of certain industries in a
closed shop. Under other industry characteristics, the efficient expres-
sion is the seniority rule.

The more useful analytic meaning of seniority, then, seems to me
to be this affirmative expression, rather than the negative one of pre-
vention of various forms of discrimination. To be sure, seniority often
found its formal justification as an anti-discriminatory measure. But
reaction against discrimination implies a sense of right, that is, of
equity in both of its double meanings. It expresses in a form appro-
priate to particular industrial situations, the notion that people acquire
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property-like rights in employment opportunities, and the prerogatives
that are to be shared, within given boundaries.

Inherent in the merely anti-discriminating view of seniority is the
thought that more “rational” criteria for layoffs and rehires, promo-
tion opportunities and other prerogatives might be applied if, some-
how, the fear of discrimination could be allayed. Such “rational”
criteria would be efficiency, skill or “merit.” I believe this is the kind
of mistaken conclusion that follows from emphasis on a consequence
of, or a rationalization for, seniority rules. Such an emphasis conceals
the underlying conflicts of values and notions of property. For while
workers may abstractly share social values about industrial efficiency,
they also sense that kind of “ownership” which finds its expression in
seniority rules, closed shops and a host of other ways of institution-
alizing their claims. It may be that among certain kinds of white
collar and professional workers, the social value of efficiency takes
priority. Among industrial workers generally the converse may well
be true, and, if so, no amount of assurance of objectivity in the appli-
cation of measures of efficiency will succeed in abating significantly
continuing demands for seniority where it is the appropriate expres-
sion of the prior value.
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INTRODUCTION

Amid the recent intensified interest in policies and programs deal-
ing with manpower development and utilization, the terms “manpower
agency” and ‘“active and positive manpower policy” have been widely
used as descriptions of the role of the United States Employment Serv-
ice (USES).2 Implicit in the concept of an active and positive man-
power policy is what Professor Bakke calls the “preventative function.”
He describes the preventative function as “. . . to anticipate imbal-
ances, either shortages or surpluses, of manpower, in either the short
or the long run, and to take action to prevent the occurrence of those
imbalances.”® Many of the activities of the USES and the affiliated
employment services of the 50 States have always had a preventive
element, but in recent years there has been a more definite emphasis
on specific preventive efforts. Such programs as area skill surveys,
automation pilot studies, the selection of courses for manpower train-
ing, surveys of job vacancies, and special counseling for school drop-
outs and technologically displaced workers represent efforts directly
related to the anticipation of manpower imbalances.

In an attempt to implement another specific preventive activity an
exploratory survey was made during the summer of 1961 to determine
the willingness of employers to give advance notice to the public em-

! This paper was written during July and August 1965, while the author
served as consultant to the Bureau of Employment Security, United States
Department of Labor. He is indebted to Vladimir Chavrid, Edward Salner,
and Lester Rindler of the United States Employment Service for their assis-
tance in the study. Opinions and conclusions presented, however, are solely
those of the author, and no part of this paper is to be interpreted as a state-
ment of policy on the part of the Bureau of Employment Security.

?See, for example, E. Wight Bakke, A4 Positive Labor Market Policy
(Columbus, Ohio: Charles E. Merrill Books, Inc., 1963) ; William Haber and
Daniel H. Kruger, The Role of the United States Employment Service in a
Changing Economy (Kalamazoo, Michigan: W. E. Upjohn Institute for
Employment Research, 1964); and Louis Levine, “An Employment Service
Equgl 1t§ the Times.” Employment Security Review, XXX No. 6 (June 1963),
juy

3 U.S. Congress, House, Committee on Education and Labor, Hearings on
H.R. 11976, H.R. 8547, and H.J. Res. 607, Public Employment Service, 88th
Conogress, 2d Session (Washmgton U. S. Government Printing Office, 1964),
p. 20.
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ployment service of production changes that would seriously affect
employment.* Based on the favorable results of this survey a program
for reporting mass layoffs was instituted in September 1962. Although
the preliminary survey was limited to the possibility of identifying
significant changes specifically related to the introduction of new pro-
duction techniques, the reporting program was established to provide
advance notice of all large layoffs, whatever the cause.

Under the mass-layoff reporting program, the local public employ-
ment offices have the responsibility for identifying mass layoff situa-
tions and developing plans to deal with them. The local offices prepare
detailed reports on all actual or impending nonseasonal layoffs of 100
or more workers. The report includes the industrial classification of
the establishment, the sex and occupations of the workers to be laid
off, the date (or dates) of the layoff, the cause of the layoff, and plans
developed or actions taken to assist the workers affected by the layoff.
The use of a level of 100 workers to define a mass layoff is an arbitrary
measure; it is recognized that the impact of a layoff will depend upon
the size of the labor area, the nature of the labor area conditions at the
time, and the characteristics of the workers involved. These differences
are expected to be reflected in the types of manpower services pro-
vided. In many cases regular local office services (including interview-
ing, counseling, testing, and referral to training and jobs) are quite
adequate. In other cases a program of special manpower services may
be warranted. These services have included registering and interview-
ing workers at the plant, group counseling, intensified job development
and interarea recruiting activities, and working with local economic
development agencies to develop training programs. The effectiveness
of these special services is increased if they are developed before a mass
layoff actually occurs.®

In addition to the objective of identifying a mass layoff situation
early enough to enable both employers and workers to adjust to the
impact of the layoff, the reports of mass layoffs are also helpful in
indicating longer run changes in employment opportunities. While the
advance notice feature implies a ‘“looking ahead” approach, the sum-

¢E. E. Liebhafsky, “Improving the Operation of Labor Markets Through
an Employment Service Advance Notice System,” Southern Economic Journal,
XXIX No. 4 (April 1963), pp. 317-325.

*For a discussion of some of the special services that have been developed
for mass layoff situations, see Henry Smith, “ES Experience With Advance
Notice of Mass Layoff,” Employvinent Service Review, Vol. 1, No. 4 (April
1964), pp. 49-51.
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mation of the reports (ES-235) provides a description of what has
happened with respect to reported mass layoffs. Much information
concerning the nature and impact of mass layoffs is automatically pro-
vided as a by-product of the advance notice system.

This paper reports the results of a study that was primarily con-
cerned with the usefulness of the by-product information obtained in
the mass layoff reporting program. The purpose of the study was to
show the areas, industries, and occupations that have been most
affected by mass layoffs during the past two years. The study was
made by analyzing all reports of actual permanent layoffs that occurred
from July 1963—June 1965.

State agencies are requested to submit a report on each mass layoff
that comes to their attention.® Local offices are expected to report
mass layoff situations discovered through regular visitation programs
of employer-relations representatives or any other means. Reports of
mass layoffs have been received from every state. It would seem that
a layoff of 100 or more workers is large enough to attract attention in
even the largest labor areas and the pattern of the reports received so
far indicates that the coverage has been quite comprehensive. The
areas from which few reports have been submitted are areas in which
few mass layoffs would be expected. No attempt has been made, how-
ever, to estimate the extent of mass-layoff activity that might have not
been reported.

MASS LAYOFF ACTIVITY—]JULY 1963-JUNE 1965

During the period July 1963-June 1965, mass layoffs involving
187,333 workers were reported in 525 establishments. As would be
expected, mass-layoff activity was concentrated in the more highly in-
dustrialized sections of the Nation. Over one-fourth of the establish-
ments involved in mass layoffs were in the Middle Atlantic States
(New York, New Jersey, and Pennsylvania). There were also a sub-
stantial number of mass layoffs in the East North Central States (Ohio,
Indiana, Illinois, Michigan, and Wisconsin) and the Pacific States
(Washington, Oregon, California, Alaska, and Hawaii).

The extent of mass layoff activity in the Middle Atlantic and East
North Central States was comparable to these States’ proportion of the

°U.S. Department of Labor, Bureau of Employment Security, “Manual
Transmittal Letter No. 821,” June 8, 1962. For a complete explanation of
the instructions for reporting mass layoffs, see Bureau of Employment Security,
Employment Security Manual, Part 111, Section 7200.
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Nation’s total employment. The States in these areas accounted for
42.8% of the Nation’s total employment in 1963, and they accounted
for 48.6% of the establishments and 44.1% of the workers reported as
affected by mass layoffs during the past two years. In both the
Southern Region (including the South Atlantic, East South Central,
and West South Central census divisions), and the Pacific States, how-
ever, there were substantial differences between the extent of mass lay-
off activity and the proportional distribution of total employment in
the United States. Relative fewer mass layoffs would be expected in
the Southern States because of the high proportion of relatively small
firms. In 1963, the States in the Southern Region accounted for
26.8% of the Nation’s total employment, but they accounted for only
13.9% of the establishments and 9.4% of the workers affected by mass
layoffs in the July 1963-June 1965 period. On the other hand, the
Pacific States, in which there are a number of large defense-related
establishments that are characterized by substantial changes in em-
ployment, accounted for 18.7% of the establishments and 27.0% of
the workers affected by mass layoffs although they accounted for only
12.4% of the Nation’s total employment in 1963. Thus, the mass
layoffs that occurred in the Pacific States were generally much larger,
in terms of numbers of workers affected, than the layoffs in other sec-
tions of the country (See tables 1 and 2).

Another distinguishing characteristic of the mass layoffs in the
Western Region is that a majority of the layoffs occurred in establish-
ments that were remaining open. In most sections of the country
establishments that were closing down accounted for the largest num-
ber of layoffs. In the East North Central States, for example, over
two-thirds of the affected establishments were closing down. Only
36% of the affected establishments in the Western Region were closing
(See table 1). Again, this indicates that the layoffs in the Western
Region have primarily been in large establishments with fluctuating
employment.

ExTENT oF ADVANCE NOTICE

Table 3 shows the extent to which the local offices of the public
employment service obtained advance notice of mass layoffs during the
past two years. Some advance notice was obtained from 363, or 69.2%
of the 525 establishments. The workers laid off in these 363 establish-
ments totaled 141,760, or 75.7% of the total number of workers
affected. Therefore, the local offices did have at least some warning of
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the layoffs involving the majority of the 187,333 workers. Table 3
also indicates that a longer notice was generally received in the cases
of the larger layoffs. Only 7.2% of the establishments gave advance
notice of six months or more, but the workers laid off from these
establishments accounted for 17.9% of all workers affected. Over one-
third (35.8%) of the establishments gave advance notice of more than
one month, and the workers laid off in these establishments accounted
for almost half (48.1%) of all workers affected. Since it is the larger
layoffs that are the most likely to require the planning of special man-
power services, this breakdown indicates that the reporting program
has functioned well with respect to obtaining notice of impending
layoffs.
INDUSTRIES AFFECTED

Mass layoffs reported during the past two years were heavily con-
centrated in manufacturing establishments. Although employment in

TABLE 1

Number of Establishments and Workers
Affected by Mass Layoffs
July 1963-June 1965

Number of Establishments
Census . " Number of
Division? Total Remaining Closing Workers
Open
New England 59 21 38 17,819
Middle Atlantic 146 65 81 46,433
East North Central 109 33 76 36,072
West North Central 31 13 18 12,635
South Atlantic 41 21 20 10,879
East South Central 15 5 10 3,651
West South Central 17 4 13 3,261
Mountain 9 6 3 5,923
Pacific 98 62 36 50,660
TOTALS 525 230 295 187,333

* Census Divisions include the folowing states: NEW ENGLAND—Maine,
New Hampshire, Vermont, Massachusetts, Rhode Island, and Connecticut;
MIDDLE ATLANTIC—New York, New Jersey, and Pennsylvania; EAST
NORTH CENTRAL—Ohio, Indiana, Illinois, Michigan, and Wisconsin;
WEST NORTH CENTRAL-—Minnesota, Iowa, Missouri, North Dakota,
South Dakota, Nebraska, and Kansas; SOUTH ATLANTIC—Delaware,
Maryland, District of Columbia, Virginia, West Virginia, North Carolina,
South Carolina, Georgia, and Florida; EAST SOUTH CENTRAL—Ken-
tucky, Tennessee, Alabama, and Mississippi; WEST SOUTH CENTRAL—
Arkansas, Loulsxana, Oklahoma, and Texas; MOUNTAIN—Montana Idaho,
Wyoming, Colorado, New Mexico, Arizona, Utah, and Nevada; ACIFIC—
Washington, Oregon California, Alaska, and Hawan

Note: Source of mass layoff data for all tables—Establishment Report
of Mass Layoff (Form ES-235)
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TABLE 2

Distribution of Total Employment,
Number of Firms Reporting Mass Layoffs, and
Number of Workers Affected by Mass Layoffs

July1963—June 1965 by Census Division

Total Number of Number of
Census Employment * Establishments Workers
.. Annual Average Reporting Affected by
Division 1963 Mass Layoffs Mass Layoffs
53,502,700 525 187,333
Vi % Yo

New England 6.8 11.2 9.5
Middle Atlantic 21.5 278 24.8
East North Central 21.2 20.8 19.3
West North Central 77 5.9 6.7
South Atlantic 13.7 7.8 5.8
East South Central 5.2 29 1.9
West South Central 79 3.2 1.7
Mountain 36 1.7 3.2
Pacific 12.4 18.7 27.1
100.0 100.0 100.0

! Excludes employment in agriculture and contract construction.
SOURCE: Employment and Earnings Statistics For States and Areas
1939-63, U. S. Department of Labor, BLS Bulletin 1370-1, 1964.

manufacturing industries constituted less than one-third of total non-
agricultural employment in the United States in 1963, these industries
accounted for 85.5% of the establishments and 90.9% of all workers
affected by mass layoffs. The relatively few mass layoffs in the other
major industries can be explained by the growth and typical stability
of employment, as in the provision of government services, the trans-
portation, communication, and public utilities and wholesale and retail
trade industries, and the predominance of relatively small establish-
ments, as in the finance, insurance, and real estate, and other service
industries.

Table 4 shows a breakdown of the 450 establishments and 170,266
workers affected by mass layoffs in each of the major (2-digit SIC
codes) manufacturing industries. The manufacturing industries that
were most involved in mass layoffs included the transportation equip-
ment, electrical machinery, ordnance, and textiles industries. Except
for textiles, each of these industries is closely related to defense spend-
ing (See table 6). The transportation equipment industry included
only 9.3% of the manufacturing establishments, but 28.4% of the
workers in manufacturing affected by mass layoffs, indicating the very
large number of workers involved in many of the layoffs in this indus-



TABLE 3

Number of Establishments and Number of Workers
Affected by Mass Layoffs July 1963-June 1965
by Advance Notice of Layoff and Census Division

Number of Days of Advance Notice
Census 1-7 8-30 31-180 Over 180
Division 0 Days Days Days Days
No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of
Est. Workers Est. Workers Est. Workers Est. Workers Est. Workers
New England 15 3,376 3 670 21 6,458 19 7,104 1 211
Middle Atlantic 44 9,863 19 6,605 28 7,673 46 15,486 9 6,806
East North Central 36 14,350 14 3,935 16 3,467 34 9,720 9 4,600
West North Central 10 3,586 2 771 9 1,500 6 5,386 4 1,392
South Atlantic 12 2,541 9 1,710 9 4,299 8 784 3 1,545
East South Central 5 696 2 289 4 1,160 4 1,478 . 28
West South Central 5 1,265 5 1,013 3 472 4 308 L 203
Mountain L 302 1 936 3 2,444 3 1,650 2 591
Pacific 35 9,593 11 3,702 16 4,529 26 14,658 10 18,178
TOTAL 162 45,572 66 19,631 109 32,002 150 56,574 38 33,554
% of All Est. 30.8 - 12.6 - 20.8 - 28.6 - 72 -
% of All Workers - 24.3 - 10.5 - 17.1 - 30.2 - 17.9

1A few establishments reported layoff schedules covering several months. Such establishments were classified in the advance-
notice category that seemed most meaningful for each particular case. Generally these establishments were classified in the advance-
notice category that included the largest number of workers.



TABLE 4

Number of Establishments and Number of Workers Affected by Mass Layoffs
by Industry (Manufacturing) and Census Division July 1963-June 1965

Industry Total
(Manufacturing) New Middle E. No. { W. No. South E. So. W. So. . Est. and
(2-Digit SIC Codes)| England | Atlantic | Central | Central | Atlantic | Central | Central | Mountain| Pacific | Workers
Ordnance Est. 2 4 3 2 1 - 2 3 10 27
19) Workers 601 1,621 2,127 600 551 - 697 3,781 14,522 24,500
Food Est. 2 15 5 6 2 2 1 - 6 39
(20) Workers 585 4,723 1,366 1,578 267 294 33 -- 844 9,690
Tobacco Est. - 1 - -— - - 1 -— - 2
1) Workers - 114 —— - - - 213 - - 327
Textiles Est. 13 9 3 -— 4 2 1 - 1 33
(22) Workers 4,593 1,534 529 -- 1,892 699 249 -- 117 9,613
Apparel Est. 3 12 2 - 1 1 - —_— - 19
(23)  Workers| 550 1,764 438 _— 208 531 - - __ 3,491
Lumber Est. - -— - -— 2 - 2 1 7 12
24) Workers -— -— - -— 238 - 510 183 1,116 2,047
Furn. &Fixt.  Est. -— 4 S 2 1 2 - - 2 16
(25) Workers - 473 935 239 263 374 -— -— 237 2,521
Paper Est. -— 5 1 -- 2 - 1 _— 1 10
(26) Workers - 857 382 - 535 - 77 -— 182 2,033
Printing Est. -- 1 2 1 - - 1 —— 1 6
(27) Workers - 1,040 505 89 - - 304 - 214 2,152
Chemicals Est. -— 3 2 -— 5 2 1 - 1 14
(28)  Workers - 511 510 -—— | 2,366 618 184 - 240 4,429
Petroleum Est. - 1 - - - - 1 _— . 2
(29) Workers -— 114 -— -- -— -— 135 - - 249
Rubber Est. 3 2 3 -— -- 1 - - 1 10
(30)  Workers| 380 355 1,178 - — 108 —— — 271 2,292




TABLE 4 (continued)

Industry Total

(Manufacturing) New Middle E. No. | W. No. South E. So. W. So. Est. and

(2-Digit SIC Codes)| England | Atlantic | Central Central | Atlantic | Central Central | Mountain| Pacific | Workers
Leather Est. 9 - 6 3 - 1 2 — - 21
(31) Workers| 2,416 - 1,636 907 —— 156 286 -— - 5,401
Stone, Clay, Est. - 4 2 1 - - - . 1 8
Glass (32) Workers - 733 368 105 - - - - 135 1,341
Prim. Metals Est. - 9 6 - 1 1 — —_ 4 21
(33) Workers - 3,027 1,606 - 110 214 . - 726 5,683
Fab. Metals Est. 3 6 16 1 2 1 - - 2 31
(34) Workers 406 1,762 2,780 105 249 252 - - 525 6,079
NonElect. Est. 3 6 6 3 -— -— 1 - 9 28
Mach. (35) Workers 644 618 924 688 -- - 164 - 1,619 4,657
Elect. Mach. Est. 9 27 20 4 5 1 - 1 21 88
(36) Workers| 2,221 6,949 7,571 1,896 1,105 291 . 195 7,870 28,098
Transportation Est. 4 5 8 4 2 1 - 1 17 42
Equip. (37) Workers 2,030 10,321 8,665 6,078 620 114 - 1,380 19,201 48,409
Instruments Est. 2 6 3 1 - - - - 1 13
(38) Workers 266 4,401 1,421 112 - - _ - 119 6,319
Misc. Manuf. Est. - 4 1 2 - - - - 1 9
(39) Workers —— 546 160 117 - - . - 112 935
TOTALS Est. 53 124 94 30 28 15 14 6 86 450
Workersl 14,692 41,463 33,101 12,514 8,404 3,651 2,852 5,539 48,050 170,266
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try. Layoffs in aircraft manufacturing, particularly in the Pacific
States, were predominant in this industry.

Another industry that was characterized by layoffs involving large
numbers of workers was the ordnance industry. Mass layoffs in this
industry accounted for only 6% of the manufacturing establishments,
but for 14.4% of the workers in manufacturing affected by mass lay-
offs. The layoffs in this industry were also heavily concentrated in
the Pacific States.

Almost one-frfth (19.6%) of the manufacturing establishments
affected by mass layoffs were in the electrical machinery industry.
Layoffs in this industry were rather widely distributed throughout the
nation with 27 affected establishments in the Middle Atlantic, 20 in
the East North Central, and 21 in the Pacific divisions. The total of
28,098 workers affected by mass layoffs in the electrical-machinery
industry represented 16.5% of all affected workers in manufacturing
industries.

As would be expected, the impact of mass layoffs in some indust-
ries was much greater in some sections of the Nation than in others.
Mass layoffs in the textile industry, for example, accounted for only
7.3% of the manufacturing establishments and 5.6% of the workers
in manufacturing affected by mass layoffs, but layoffs in this industry
accounted for slightly over 30% of all workers in manufacturing
affected by mass layoffs in the New England States.

CAUSES OF LAYOFFS

The ES-235 Report contains a section in which the local office is
requested to indicate the primary cause of the layoff and provide a
brief explanation. Specifying a particular cause of a layoff is, of
course, often extremely difficult. Some situations, such as cancellations
of defense contracts, were relatively easy to classify but many situa-
tions reflected a mixture of factors which defied a simple classification.
Using the narrative explanations as a guide, the reported layoffs were
grouped into the following causes: defense related, competitive pres-
sures, relocation, changes in production methods, consolidations and
mergers, and other causes (including layoffs for which the cause was
not ascertained).

Table 5 shows the distribution of establishments and workers
affected by cause for each of the census divisions. The reports clearly
showed the importance of defense-related cutbacks and plant closings
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TABLE 5

Distributions of Establishments Reporting Mass Layoffs

and Number of Workers Affected by Cause of Layoff and Census Division

% Distribution of Establishments by Cause
Changes
Competi- in Prod. | Consoli-
tive Methods | dations | Other
Census Total No.| Defense-| Pres- | Relo- |Incl. Auto-| and and
Division of Estab. | Related sures |cation| mation | Mergers| N. A.
New England 59 15.2 322 27.1 - 15.3 10.2
Middle Atlantic 146 19.9 15.1 20.5 14 10.3 32.8
East North Central 109 11.9 14.7 414 1.8 7.3 229
West North Central 31 16.1 19.4 258 3.2 129 22.6
South Atlantic 41 26.8 26.8 9.8 24 49 29.3
East South Central 15 13.3 40.0 6.7 - 6.7 33.3
West South Central 17 235 11.8 11.8 - 5.9 471
Mountain 9 33.4 - - 11.1 11.1 444
Pacific 98 33.7 13.3 11.2 3.1 10.2 28.5
TOTAL 525 20.8 18.1 22.3 1.9 9.7 27.2
Total No.
Workers
Affected % Distribution of Workers Affected by Cause
New England 17,819 22.2 289 24.4 - 15.8 8.7
Middle Atlantic 46,433 40.1 14.2 12.8 .5 5.0 27.4
East North Central 36,072 18.0 12.6 52.3 1.2 3.9 12.0
West North Central 12,635 59.8 9.0 8.2 6.9 45 116
South Atlantic 10,879 447 25.2 7.5 14 37 17.5
East South Central 3,651 209 36.4 8.0 - 14.5 20.2
West South Central 3,261 30.1 9.2 74 - 9.3 44.0
Mountain 5,923 84.6 - - 1.8 2.6 11.0
Pacific 50,660 74.6 5.1 3.6 .8 49 11.0
TOTAL 187,333 45.9 13.0 17.8 1.2 59 16.2

in mass-layoff situations. Moreover, mass layoffs stemming from this
cause tended to be rather large ones in terms of number of workers
affected. Completion or cancellation of defense contracts was indicated
as the cause of layoff for 109 (20.8%) of the 525 affected establish-
ments, but these establishments included 86,021 workers or 45.9%
of the total.

Table 6 shows the number of establishments affected by mass lay-
offs by cause and industrial classification. Mass layoffs which were
classified as being defense related were concentrated in the ordnance,
electrical-machinery, and transportation equipment industries, and gov-
ernment establishments.

The reports indicated that changes in production methods, includ-
ing the adoption of automated techniques, was a relatively minor fac-
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TABLE 6
Number of Establishments Reporting Mass Layoffs by Cause and Industry

Number of Establishments
Changes
Compet- in Prod.
itive Methods | Consoli-
Total Pressures (incl. dations | Other
No. of | Defense Pres- | Relo-| Auto- and and
Industry Estab. Related sures | cation| mation) | Mergers| N. A.
Mining 14 | ... 6 | .. ) R 7
Manufacturing 450 87 87 109 7 46 114

Ordnance 27 24 | | | 1 2

Food 9 | 7 10 1 8 13

Textiles 33 | ... 13 9 |1 .. 2 9

Apparel 19 | ... 5 6 | ... 2 6

Chemicals 14 6 3 1 1 - 3

Prim. Metals 21 2 8 2 1 2 6

Fab. Metals 31 1 4 12 | ... 4 10

Nonelect. Mach. 28 | ... 2 9 ! ... 4 13

Elect. Mach. 88 26 14 24 | ... 7 17

Trans. Equip. 42 23 6 7 | 3 3

Instruments 13 5 | ... 7 ) N B

Other Mfg.! 95 | ... 25 22 3 13 32
Trans., Comm.,

Pub. Util. 8 2 R 1 2 3
Wholesale and

Retail Trade 11 1 1 2| . 2 5
Finance, Ins.,

Real Estate 3 1| ... 1 1
Services 26 9 1 4 | .. 2 10
Government 13 10 | ... 1 1 | .. 1

TOTAL 525 109 95 117 10 53 141

* Includes tobacco, lumber, furniture and fixtures, paper, printing and pub-
lishing, petroleum products, rubber, stone-clay-glass, and miscellaneous manu-
facturing.

tor in the mass layoffs that have occurred during the past two years.
In only 10 (1.9%) of the 525 establishments involving 2,166 (1.2%
of the 187,333 workers) was this listed as the primary cause of the
layoff.

This classification of causes, however, probably understates the
overall impact of technological change as a factor in mass layoffs.
Many of the layoffs classifred as caused by relocations involved the
movement of an establishment, often to another section of the Nation,
in order to take advantage of improved production methods. Such lay-
offs were classified as being caused by relocations because although
technological advances may well lead to some reduction in labor re-
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quirements, it is actually the relocations that result in the mass dis-
locations of workers.

OccuPATIONS AFFECTED

There was a total of 500 separate occupations (using the 3-digit
Dictionary of Occupaiional Titles’ codes) represented among the 187,-
333 workers covered in this study. A few reports, however, did not
include the occupations of the workers laid off and some reports
grouped several occupations in which there were only a few workers
into a miscellaneous category. Table 7 shows the major occupational
classifications of the 152,823 workers for which occupational data were
available.

In lne with the types of industries that have been most affected
by mass layoffs, table 7 shows that the workers affected were heavily
concentrated in blue-collar occupations. Skilled, semi-skilled, and un-
skilled workers accounted for only 36.4% of total employment in 1963,
but workers in these groups accounted for 75.6% of the 162,823
workers (those whose occupations were identified) included in this
study. Table 7 also shows, however, that mass layoffs in the Western
Region have included substantial numbers of workers in professional
and technical and clerical occupations.

Although there were a large number of specific occupations (500)
involved in mass layoffs, a relatively few of these occupations included
the majority of the workers laid off. There were 43 specific occupa-
tions that included 1,000 or more workers. Workers in these 43 occu-
pations totaled 102,927 and accounted for 54.9% of all workers
covered in the study and 63.2% of those whose occupations were iden-
tified. The occupations that included the largest number of workers
were miscellaneous (not aircraft or motor vehicle) mechanics and re-
pairmen (DOT 583), semi-skilled workers in the manufacturing of
radios, phonographs, and related products (DOT 698), semi-skilled
and unskilled workers in the manufacturing of electrical equipment
(DOT’s 700 & 900), skilled, semi-skilled, and unskilled workers in
machine shop occupations (DOT’s 478, 678, & 878), and semi-skilled
and unskilled workers in automobile manufacturing (DOT’s 702 &
902). The majority of these workers were laid off in the electrical-
machinery and transportation equipment industries.



TABLE 7
Workers A ffected by Mass Layoffs by Occupational Group and Census Region

Total
f{\i?s'c?rfs UIi(i)ée“rlx- i:;rIocichl)- % of Total in Identified Occupations
Involved| tified tified Prof.
in Mass | Occupa- | Occupa- & Mana- Semi- Un-
Regions Layoffs tions tions Tech. | gerial | Clerical | Sales | Service | Agri. | Skilled | Skilled | Skilled
Northeast 64,252 7,951 56,301 7.4 1.3 9.7 1.6 2.3 1 23.3 324 21.9
North Central 48,707 3,621 45,086 42 4 7.8 2 2.2 LA 24.8 31.8 28.6
South 17,791 1,330 16,461 5.9 .5 7.7 2 2.8 2 22.0 441 16.6
West 56,583 [ 11,608 44975 18.9 1.7 15.3 8 2.2 L 28.1 20.3 12.7
TOTAL 187,333 | 24,510 | 162,823 9.6 1.1 10.5 .8 2.3 Lt 249 30.1 20.7
Distribution of Total Employment in 1963 12.0 106 | 149 6.3 13.1 6.7 13.0 18.2 5.2

! Less than .05%.

SOURCE: Monthly Report on the Labor Force, U. S. Department of Labor, January, 1964, p. 50.
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CONCLUSIONS

This study clearly points to changes in defense spending as a pri-
mary factor in mass layoffs. Defense-related cutbacks or plant closings
were reported as the primary cause of the layoffs involving 20.8% of
the establishments and 45.9% of the workers affected by mass layoffs.
This does not, of course, suggest an overall decline in defense-related
activities, but it indicates the volatile nature of employment in estab-
lishments that are largely dependent on defense contracts and suggests
the need for further study of the effects of defense spending in causing
employment dislocations. Readjustments in defense spending will
probably continue to have a great influence on employment shifts, but
the nature of their impact may differ considerably from that shown in
this study. A temporary reemphasis on conventional weapons, for ex-
ample, might result in a national pattern of large layoffs quite different
from what has occurred during the past two years.

The classification of specific industries and causes of layoffs (See
table 6) shows an interesting paradox. Mass layoffs have been concen-
trated in industries that have been experiencing significant technologi-
cal changes, and yet layoffs stemming directly from changes in produc-
tion techniques have accounted for only a small proportion of the
layoffs that have occurred during the past two years. This seems to
suggest that although technological change may not often directly
result in mass layoffs, such change alters the nature of the industry
involved, and makes it more susceptible to employment dislocations
that result from another specific cause. When one firm, or group of
firms, in a particular industry introduces improved production methods,
the result might well be employment dislocations in otker firms in the
industry with the cause best described simply as “inability to compete.”
Also, technological change may result in the concentration of produc-
tion in a few large firms so that employment dislocations stemming
from other causes, changes in defense spending, for example, are more
centralized.

Since this is the first time that comprehensive data concerning mass
layoffs have been available, it is not possible to say whether the in-
volvement of 525 establishments and 187,333 workers is unusually
large or small. The entire period covered in this study (July 1963-
June 1965) was characterized by a rapidly rising level of economic
activity nationally. A study of mass layoffs over a period that included
some significant fluctuations in the level of economic activity would no
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doubt show a much different impact on particular areas, industries,
and occupations.

Because of the dynamic nature of the American economy, mass
dislocations of workers are likely to occur, even in the most prosperous
times. Advance notices of such dislocations can play an important role
in facilitating the necessary readjustments of workers to new jobs, and
the information obtained is helpful in evaluating the nature and impact
of mass layoffs. This study presents a brief picture of what has hap-
pened during the past two years and provides a basis for comparing
future mass-layoff activity.
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between “structuralists” and “inadequate demanders” over whether
structural unemployment has worsened during the latter part of the
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there were enough nonstructurally unemployed members of the labor
force to make an aggregate demand policy feasible. The total rate of
unemployment as an index of excess capacity was questioned, and re-
search emphasis was concentrated on structural unemployment.

QUESTIONS SPECIFIED

The purpose of this paper is to expand the scope of the interest in
structural difficulties by specifying more precisely the public policy
questions that have been lumped together in many of the reported
findings in this debate. The question of structural unemployment may
be extended as follows:

(1) Have increases in the structural nature of unemployment since

1957 been the cause of the rise in the total rate of unemploy-
ment from the level of 4 percent?

(2) Have members of the population with low levels of education
experienced relatively greater difficulty in attaining employ-
ment in the latter part of the postwar period, when the rise
in the total unemployment rate is taken into account?

(3) Have changes in the structural nature of unemployment made
it more difficult to return through the use of increased aggre-
gate demand to the 4 percent unemployment level that was
experienced from 1955-57?

There now appears to be substantial agreement that the answer to
the first question is negative. Structural difficulties have not caused the
increase in the rate of unemployment since 1957. R. A. Gordon has
summarized his findings on this question.

“Whether we concentrate our attention on teenagers (before 1963),

on blue collar workers, on the unskilled, on non-whites, on the

least educated, or on workers in the industries supposedly most
affected by automation—in none of these cases has the unemploy-
ment situation worsened relatively when we take account of the

rise in the total unemployment since the mid-fifties.” 2

This paper will demonstrate that the answer to the second question
is affirmative: members of the population with low levels of education
have experienced relatively greater structural problems in the latter
part of the postwar period—even after the rise in the total rate of un-
employment is considered. This does not negate the findings of Gordon
and others with similar conclusions, because their research was based
on the structural nature of unemployment rates. It is possible to have

? Gordon, op. cit., p. 54.
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a sector of the labor force suffer a worsening disadvantage and still have
a total unemployment situation with no greater structural imperfections.
This can happen if the structurally affected sector diminishes in pro-
portion to the total number of unemployed and if it is agreed to utilize
labor force participation as well as unemployment rates as a test of
structural difficulty.

METHODOLOGICAL CONSIDERATIONS

The basic methodology used in this paper to provide an answer to
question two is the comparison of unemployment and participation
rates by classes of educational attainment in 1950 and 1960.

It is important to observe the condition that the total rate of un-
employment be taken into account. This condition is based on the
finding 8 that structural disadvantage tends to increase at higher rates
of total unemployment. In order to satisfy this condition, the statistics
given in this paper will be for 1950 and 1960—two periods of approxi-
mately equal total unemployment. One can question whether it is
possible to select two periods of equal unemployment due to the in-
crease in the interest in the proper definition of unemployment that
has been experienced during the postwar period. There is every reason
to believe that a “Hawthorne” effect resulted from the finding in 1950
that the census was poorer in quality than the CPS % and the finding
that there was a difference of almost 31 percent in the rate of unem-
ployment between the 68 area CPS sample used to 1954 and the 230
area sample that started in 1954.% It is probable that at a given level
of “real” unemployment, the reported rate of unemployment in a later
part of the postwar period is higher than the reported rate of unem-
ployment earlier in the postwar period.

The volatility in the rate of unemployment can largely be explained
by the fact that the rate of unemployment is a residual and is subject to
all of the statistical problems inherent in residual analysis, ie., a very
small shift in the population creates a major shift in the residue. Let us

® Solow, op. cit., p. 36, for the utilization of this standard of comparing
structural problems at equal levels of demand for labor.

* Bancroft, G., “Current Unemployment Statistics of the Census Bureau and
Some Alternatives,” in The Measurement and Behavior of Unemployment, Na-
tional Bureau of Economic Research (Princeton: Princeton University Press,
1957), p. 75.

s{U.S. Department of Commerce, Special Advisory Committee on Employ-
ment Statistics, “The Measurement of Employment and Unemployment of the
Bugeau of the Census in its Current Population Survey,” (August 1954-Mimeo),
p.



LABorR ForRCE AND UNEMPLOYMENT RATES 223

assume that at a participation rate of 80 percent, 6 percent of a given
group are called unemployed. Now let us assume that some members
of the group considered to be out of the labor force and therefore not
unemployed had dropped out of the labor force because of lack of
demand for persons with their skills. If two percent of the total group
had so dropped out of the labor force, then returning them to the labor
force would increase the unemployment rate from 6 percent to 8 per-
cent, a 33 percent increase in the rate of unemployment. This would
increase the rate of labor force participation from 80 percent to 82
percent, an increase of only 2.5 percent.

The level of aggregation of statistics should be considered when
analyzing structural problems. Unemployment and labor force parti-
cipation rates may be given for many kinds of structure. When an
attempt is made to find a relationship between two variables in an
analysis that is loaded with many variables subject to countless permu-
tations, it is necessary to be careful that combinations of variables do
not lead to a relationship that is not valid if the combination is dis-
aggregated. In simple notation:

Given: if A+ B, then C

It is not possible to state: if A, then C

or: if B, then C

For example, if nonwhites tend to make up a large proportion of
the educational class 8 years or less of attainment, and if this class has
a relatively high unemployment rate, it is not known whether the high
rate of unemployment results from lack of education or from discrimi-
nation against nonwhites. A first step in avoiding such confusion would
be to examine the behavior of white unemployment rates by educa-
tional class.® The level of aggregation is a key variable. If participa-
tion rates are analyzed for a class of workers such as white males 14
years of age and over, it may be found that the rate of labor force
participation has decreased because of increases in the length of
schooling. Thus a whole large class can be affected by a change in the
behavior of a sector such as the age bracket 14-24 in this example. It
would therefore be wise to attempt an analysis of white males of prime
working ages (such as 35-44 years).

®The use of years of educational attainment for our structure also has
limitations. This problem is extensively analyzed in W. H. Gruber, “Produc-
tivity, Education and Changes in the Labor Force,” Unpublished Ph.D. thesis
in economics at MIT, June 1965, pp. 110-123.
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EMpIricAL FINDINGS

The results for 1960 are presented in Charts I and II. The widely
accepted decrease in the unemployment rate with increasing years of
educational attainment should cause no surprise. The magnitude of
the difference between low and high levels of educational attainment
in labor force participation rates is of interest, particularly since we
have here males of prime working ages. Wilcock 7 has described the
effect that changing levels of demand for labor will have on the
“secondary” labor force. Such marginally attached members of the
labor force are expected to move in and out of the labor force with the
result that the volatility of the total rate of unemployment is lowered.
Wilcock would consider white males of prime working ages to be
“primary workers,” and the magnitude of the difference in the labor
force participation rates as a function of educational attainment there-
fore is unexpected.

From Charts I and II, it is possible to observe structural difficulties
at one point in time in the latter part of the postwar period. The
importance of using labor force participation rates as well as unem-
ployment rates when testing for structural difficulty is also made
manifest.

Charts IIT and IV present the changes between 1950 and 1960 in
labor force participation and unemployment rates for white males of
prime working ages (35-44 and 45-54). In both age classes the total
rate of unemployment for the class was equal in 1950 and 1960. To
some degree this satisfies the need to compare periods of relatively
equal unemployment in order to examine structural changes at equal
levels of demand for labor. The unemployment rates in 1950 have
not been adjusted to 1957 definitions. This does not affect the par-
ticipation rate changes between 1950 and 1960, but it does mean
that part of the increase in unemployment is a result of the change
in definitions. It would also mean that the total rate of unemploy-
ment in 1950 was higher than that in 1960 by this factor, thereby
overcompensating for the equal unemployment standard for compari-
son between two time periods. The decrease in participation rates
by 1960 reduces the level of unemployment in that year. There-
fore, in terms of relative demand for labor as measured by the rate of

"Wilcock, R. C., “The Secondary Labor Force and the Measurement of
Unemployment,” in The Measurement and Behavior of Unemployment, op. cit.,
pp. 167-210.
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CHARTS I AND II

Unemployment and Labor Force Participation Rates vs. Education
for White Males by Age: 1960

Chart I 35-44 yrs.
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unemployment, it is necessary to increase both the 1950 and the 1960
levels of unemployment. The algebraic relationship between labor force
participation and unemployment rates is of interest here. In 1950, as the
rate of unemployment is increased, the rate of labor force participation
is also increased. If part of the decrease in participation rates between
1950 and 1960 is attributed to the poor employment opportunities for
those with low levels of educational attainment, then the effect of in-
creasing unemployment rates in 1960 would be to increase labor force
participation rates also. If total difficulty is considered as the sum of
relative differences in labor force participation and unemployment
rates, then it appears possible to consider Charts III and IV as ap-
proximations of what has happened in relative structural difficulty at
two periods of roughly equivalent demand for labor.

Tue PrROBLEMS OF YOUTH

The methodology used for extending the scope of tests for structural
difficulty may be used to study the special problems of youth. Detailed
statistics of labor force participation rates and part time employment
rates for economic reasons by educational attainment are not available
for early parts of the postwar period. It is therefore not possible to
make comparisons over time, but it is possible to observe the magni-
tude of these factors relative to the reported unemployment rate for
the years 1962 and 1963.

Table I presents the differences between male high school graduates
and dropouts for rates of labor force participation, unemployment and
part-time employment for economic reasons. In order to evaluate the
full difference that exists between high school graduates and dropouts,
it would be necessary to sum in some way the differences in all three
categories of possible disadvantages.

The statistics in this table indicate that the rate of unemployment
is but a partial test of structural difficulty. The real magnitude of the
cost of not graduating from high school can be seen to be much greater
than the difference between rates of unemployment. It is useful to
observe again the weaknesses of the use of a residual such as unem-
ployment. If the difference in labor force participation rates of about
4 percent is added to the rate of unemployment of high school drop-
outs, the difference between the rates of unemployment between grad-
uates and dropouts increases from 40 percent to 74 percent. The
further addition of involuntary part-time employment for economic
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TABLE 1

Employment Status of High School Male Graduates not Enrolled in College
and Male High School Dropouts, October 1963

(Population 16-21 years

of age)
Graduates  Dropouts
Labor Force Participation Rate 94.1 90.5
Unemployment Rate 10.4 14.5

Part-Time Employment for Economic Reasons
as a Percent of Total at Work in October 1963 5.5 16.4

Note: The rate of part-time employment for economic reasons is for high
school dropouts who attended school some time in 1962. ;
Source: Vera C. Perrella, “Employment of High School Graduates and
Dropouts in 1963,” Special Labor Force Report, No. 41. U.S. Department of

Labor, Bureau of Labor Statistics, 1964, pp. 526 and A-9.

reasons makes it appear that the real differential is not 40 percent,
but something about 100 percent greater difficulty for high school
dropouts.

SuMMARY OF EMPIRICAL FINDINGS

Members of the population with low levels of educational attain-
ment were found to have more difficulty in obtaining employment in
1960 than in 1950. Greater difficulty was measured in terms of both
relative labor force participation and unemployment rates. The two
periods were ones of relatively equal unemployment and the classes
chosen for comparison were white males of prime working ages. This
finding is supported by the work of Clarence Long,?® but our conclu-
sions are different. Clarence Long was correct in demonstrating that it
was more difficult for members of the population to secure employment
in 1959 than in 1950 (the two years used by Dr. Long) even though
these two years had equal levels of total unemployment. But this find-
ing that corroborates the finding of this paper that structural difficulty
of the poorly educated had increased between 1950 and 1960 (question
two) does not negate the conclusions of Gordon ® that structural un-
employment had not worsened. The decision of structural unemploy-

®Long, op. cit, pp. 347-350, 376-383. Long’s testimony benefited from his
very careful study, The Labor Force Under Changing Income and Employment,
National Bureau of Economic Research (Princeton: Princeton University
Press, 1958). In this work he concluded that the “additional worker” theory
was incorrect and that the net effect of a reduction in the demand for labor
was a reduction in the labor force from withdrawal of the discouraged.

¥ Gordon, op. cit., p. 52.
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ment, by definition, does not consider the rate of labor force participa-
tion. The reduced proportion of the unemployed who were poorly
educated to the total number of the unemployed permits the con-
clusion to public policy question one that there has been no increase
in structural unemployment.

The methodology used to answer question two was extended to
examine the position of youth. It was suggested that part-time em-
ployment for economic reasons be included as a test of structural
difficulty, and the combination of all three tests was used in an analysis
of the difficulties of youth. The use of all three tests raised the
relative disadvantage in 1963 of high school dropouts compared with
high school graduates from 40 percent as measured by the rate of
unemployment to a disadvantage estimated at over 100 percent.

THE RETURN TO 4 PERCENT UNEMPLOYMENT

The third public policy question relating to structural difficulties
in the labor force is whether it would be more difficult to return to a
4 percent unemployment level in the latter part of the postwar period
than it was in earlier periods. The first public policy question of
whether structural difficulties were the cause of the higher rate of
unemployment since 1957 was answered in the negative. The second
public policy question of whether it was more difficult for members of
the population with low educational attainment to secure employment
was answered in the affirmative. It has been observed that these seem-
ingly contradictory answers are, in fact, not in conflict with each
other.

In order to answer the third question, assumptions would have to be
made about the rate of return to the labor force of members of the
population with low levels of educational attainment. To the extent
that the median level of education increases each year, then the longer
the lapse between unsatisfactory employment conditions and 4 percent
unemployment, the smaller will be the proportion of the poorly trained.

The recent research findings of Tella,'’® Bowen and Finegan,!!

1 Tella, A., “The Relation of Labor Force To Employment,” Industrial and
Labor Relations Review, Vol. 17, No. 3. (April 1964) pp. 454-469.

————. “Labor Force Sensitivity to Employment by Age, Sex,” Indus-
trial Relations, Vol. 4, No. 2 (February 1965) pp. 67-83.

% Bowen, W. G. and Finegan, T. A, “Labor Force Participation and
Unemployment” in Ross, A. M., Editor, Employment Policy and the Labor
Market (Berkeley, University of California Press, 1965), pp. 115-161.
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Strand and Dernberg,'? indicate that the level of labor force participa-
tion is affected by the rate of economic activity. Cooper and Johnston 13
have estimated that a decline of 100,000 in the unemployment level
will result in a rise of about 160,000 in employment or an increase of
60,000 in the labor force. It can therefore be concluded that the
return to the labor force of the poorly qualified who were seen to drop
out of (or never enter) the labor force since 1950 will create a problem
of greater magnitude than was the case during earlier periods of high
unemployment such as 1949, 1950, or 1954. As the total rate of unem-
ployment decreases, the proportion of the unemployed made up of the
marginal workers entering the labor force will increase. In addition,
a larger increase in aggregate demand will be needed in the latter part
of the postwar period to reduce a given level of unemployment because
of the increase in the labor force resulting from increased demand. It
does not seem possible to answer question three because of the change
in a number of variables during the postwar period. The greater diffi-
culty of members of the population with low levels of education is but
one negative factor in this question. A second negative factor is the
increase in teenage employment. The greater competition between
materials analyzed in the CEA report on the steel industry;* the in-
creased intensity of foreign competition and the public awareness of
inflation fostered by the use of the wage-productivity guidelines are all
new and favorable factors. The structurally directed programs such
as the Manpower Development and Training Act of 1962 are another
positive factor that will increase in importance over time. With the
absence of historical experience to test for the path back to a 4 percent
level of unemployment, it seems prudent to be cautious about this
question and state that it cannot be answered definitely from the
available statistical evidence. As the total rate of unemployment ap-
proaches 4 percent, the various public policy solutions that will be
suggested as far as the use of aggregate demand is concerned must,
therefore, to some degree be based upon the relative willingness to
accept the risk of inflation. It is useful to separate questions that can

2 Strand, D. and Dernburg, T., “Cyclical Variation in Civilian Labor Force
Partncxpatlon ? Review of Economics and Statistics, (November 1964), pp.
378-91.

** Cooper, S. and Johnston, D. F., “Labor Force Projections for 1970-1980,”
Special Labor Force Report No. 49, U.S. Department of Labor, Bureau of
Labor Statistics, 1965, p. 140.

*The Council of Economic Advisors, “Report to the President on Steel
Prices,” (mimeo., April 1965).
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be answered with some degree of certainty through the use of statistical
analysis such as questions one and two from question three which must
be answered with individual judgment and values.

CONCLUSION

The significance of the findings presented here is that research into
structural difficulty should be extended beyond the rate of unemploy-
ment. The usefulness of precise specification of the public policy issues
involved in economic analysis is also demonstrated. The fact that it
has been found that there has not been an increase in structural unem-
ployment in the total economy does not mean that there has been no
increase in structural difficulty for members of the population with
low levels of educational attainment. The debate over whether struc-
tural unemployment was worsened was based, in part, on a failure to
define the questions clearly. Given the set of questions used in this
paper, it may be concluded that structural unemployment has not
worsened since 1957. Structural difficulty for those with low educational
attainment has become worse during the postwar period—even when
years of equal levels of unemployment are used for comparison. This
leaves the question as to whether it will be as easy to return to a 4
percent level of unemployment somewhat in doubt. It is now a long
time since 1960 when the debate over whether structural unemploy-
ment had worsened began to become more intense. The longer it takes
to return to a 4 percent level, the greater will be the correction in
structural factors (such as increased education). The initial debate
over whether increased aggregate demand could return the economy to
a 4 percent unemployment level quickly and without a surge of infla-
tion will probably never be clearly resolved. In the analysis to ques-
tion three, it was observed that the rate of unemployment and struc-
tural problems in the labor force are but one factor in the determination
of the rate of inflation. Public policy should take into account all of
the relevant forces, and the structural problems—inflation nexus is
clearly a too limited view of the wage-price determinants.

The division of the debate over structural unemployment into man-
ageable components leaves the advocates of both sides with some com-
fort. The major question for the economy has been answered in favor
of increased demand. The smoke from the plight of the dwindling
proportion of the poorly educated that for some time clouded this first
issue is found to be caused by real fire. This clarification of the issues
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in the debate over structural unemployment should contribute to the
development of public policies designed to bring the utilization of labor
in the United States more closely up to the full potential existing in
the population.



HARD-CORE UNEMPLOYMENT IN DETROIT:
CAUSES AND REMEDIES*

Howarp M. WACHTEL
The University of Michigan—Wayne State University

Reflecting on the depression of the 1930’s, Alvin Hansen, the
distinguished American economist, observed: ‘“This is the essence of
secular stagnation—sick recoveries which die in their infancy and
depressions which feed on themselves and leave a hard and seemingly
immovable core of unemployment.”! Although our contemporary
economic situation is not equivalent to that of 1938, when Hansen
made this observation, there is still much to be learned from an analysis
of that catastrophe. The economy of the 1960’s has also been char-
acterized by “a hard and seemingly immovable core of unemployment”
formed by an accumulation of the residual unemployed who never
found jobs following the recessions of the late 1950’s and early 1960’s.

A brief summary of the recent history of unemployment (especially
in Detroit) could go as follows: three to five years elapsed before the
unemployment problems generated by the 1958 recession were seriously
tackled. Although many workers who were displaced in that recession
found jobs again, others have been substantially insulated from recent
economic expansion and constitute a group which economists and social
analysts have termed “the hard-core unemployed.” 2

There are several explanations for this phenomenon. First, the
long-term jobless workers face a labor market which emphasizes youth,
higher educational requirements, and higher skill needs. Second, the
profound social-psychological impact of prolonged unemployment may
seriously distort their motivations and values. Finally, they may be

* This paper represents a summary of more extensive research being con-
ducted on the causes of hard-core unemployment in Detroit by the Institute
of Labor and Industrial Relations of The University of Michigan—Wayne
State University in cooperation with the Michigan Employment Security
Commission. The author would like to express his profound debt to Dr. Louis
A. Ferman for his pertinent insights and general encouragement throughout
the investigation and thanks to Joyce L. Kornbluh for her editorial assistance.

* Alvin Hansen, “Economic Progress and Declining Population Growth,” in
Readings in Business Cycle Theory, (Homewood, Illinois: Richard D. Irwin,
Inc., 1951), p. 370.

?The Michigan Employment Security Commission (MESC) adopted as
an operational definition of hard-core unemployed 26 weeks or more of job-
lessness. For a description of the Commission’s work, see: Michigan Employ-
ment Security Commission, Research Report No. 1; "Detroit Area Manpower
Development Pilot Project, 1963.
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concentrated in certain geographically depressed areas or in depressed
urban sections insulated from overall economic stimulation.

QUESTIONS TO BE EXPLORED

What is the relative importance of personal characteristics, back-
ground status, and labor market attributes in explaining the unemploy-
ment experience of the hard-core unemployed? 3 To answer this ques-
tion a relatively new computer procedure—multiple classification an-
alysis—was applied to a comprehensive set of data collected in 1962
from 2114 of the Detroit hard-core unemployed.* On the basis of
skill level, education and age, the sample group from which the data
were collected (2114 individuals) represents an even more disadvan-
taged (or “more hard-core”) class than the total hard-core population
of Detroit. Apparently, because the collection of data was part of a
large retraining effort, a relatively more “desperate” individual re-
sponded to the MESC counseling program from which these data were
collected in the hope of gaining access to retraining.

In the succeeding sections we will first look at the characteristics
of the Detroit hard-core unemployed, then examine the analytical
results of our investigation, and finally pursue certain policy questions
relating to the problem of hard-core unemployment.

ProFILE OF HARD-CoRE UNEMPLOYMENT IN DETROIT °
Migratory Patterns

The most striking feature about the Detroit hard-core unemployed
is that it is typically n#o¢t an indigenous population. More than half
of all the hard-core (54%) were born in the south; 80% of the
Negroes in the sample were born in that region. Most of the Southern-
born had migrated to Detroit before 1950 when the war-induced
prosperity and post-war boom in private automobile consumption
made Detroit (and many other northern industrial cities) an economic
sanctuary for the unskilled, poorly educated Southern whites and
Negroes. Nearly three-fourths of all the Southern Negro migrants

3 Personal attributes include age, sex and race; background statuses—
education and region of education; and labor market attributes—occupation,
industrial attachment, number of employment aids.

* These data were collected by the MESC and made available to the Institute
of Labor and Industrial Relations.

A more extensive report on this study—The Correlates of Hard-Core
Unemployment: A Case Study of Detroit—can be obtained from the Institute
of Labor and Industrial Relations of The University of Michigan—Wayne
State University, Ann Arbor, Michigan (forthcoming).
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(and 55% of all the hard-core in the sample) came to Detroit before
1950.

This pattern of migration seems to be closely associated with
economic conditions. Population expert David Goldberg found that
the rate of in-migration to Michigan was heavy between 1910-1930;
fell off between 1930-1940, and picked up again from 1940-1955.8
He also found that after 1955, when employment opportunities were
severely restricted, the rate of in-migration was sharply curtailed.
The hard-core data under analysis reveal similar patterns. Only 7%
of all the hard-core came to Detroit during the 1956-1962 period of
restricted employment opportunities. Moreover, this pattern does not
seem to be peculiar to Detroit and Michigan. Similar conclusions were
found in the data collected by the Bureau of Labor Statistics on migra-
tion patterns to the 36 largest cities.”

Personal Characteristics (Sex, Race and Age)

The hard-core population of Detroit is composed of a dispropor-
tionate number of Negro males relative to the total working popula-
tion. Fifty-nine percent of all the hard-core in the sample are Negroes;
eighty percent are males and twenty percent are females. Among the
Negroes, relatively more hard-core unemployment is concentrated in
the prime wage-earning years. Approximately 78% of the Negro hard-
core unemployed population was age 25 to 54; of the whites, 65%
are in that age group. In short, more hard-core unemployment among
the whites tends to be concentrated among the very young or very old
in contrast to hard-core unemployment among the Negroes.

Background Statuses (Education and Region of Education)

The educational deficiencies of the long-term unemployed have
been well documented, and the Detroit case offers no contradictory
conclusions. Nearly half of all the respondents in the sample had no
high school education at all. Another dimension of the educational
problem, the region in which an individual received his elementary
education, is frequently overlooked as a contributing factor to hard-
core unemployment. Our study suggests that regional differences in

®David Goldberg, “A Demographic Analysis of Michigan, 1960-1980,” in
William Haber, W. Allen Spivey, and Martin R. Warshaw (eds.), Michigan in
the 1970’s: An Economic Forecast (Ann Arbor: Bureau of Business Research,
Graduate School of Business Administration, 1965), p. 120.

" United States Department of Labor, Bureau of Labor Statistics, Income,
Education, and Unemployment in Neighborhoods (Washington, D. C., 1963).
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early schooling can affect the individual’s success or failure in the
labor market. Not only is the problem one of educational deficiency
in terms of years, it is also a qualitative one emanating from an inferior
educational system with inadequate educational opportunities. To
illustrate this point, 78% of the hard-core that received their ele-
mentary education in Detroit went on to have some high school train-
ing. On the other hand, only 37% of the hard-core who received their
early education in the South have some high school education. This
regional variance in educational opportunities is valid for Negroes
taken as a special group. Only 34% of the Southern educated Negroes
in our study attended high school; however, among the Detroit-
educated Negroes, 82% have attended high school.

Labor Market Attributes (Occupational and Industrial Attachment,
Number of Employment Aids)

The dominance of the auto industry in Detroit produces a distinct
set of occupational and industrial attachment characteristics for the
hard-core unemployed. Among the Negro males there is a heavier con-
centration in the unskilled or semi-skilled industrial occupations.
Seventy percent of the Negro males in the sample were concentrated
in those industrial occupations in contrast to fifty-two percent of the
whites. The dominance of the auto industry is reflected by the fact
that over one-third of the hard-core unemployed held jobs in that
industry before the 1958 recession.

It is frequently suggested that the hard-core unemployed are
totally incapable of holding a job over a sustained period of time,
usually, because they lack proper motivation and attitude. However,
the data on hard-core unemployment in this study contradict this
premise. Forty percent of the sample had been employed in their last
job for more than five years. Nearly one-third of the respondents in
the sample held a job at some time for a¢ least ten years. This evidence
suggests that it is not lack of motivation or responsibility which inhibits
the hard-core from becoming re-integrated into the economy, but it is
certain structural changes in the economy itself which make these
people economically redundant.

Summary: A Profile of Hard-Core Unemployment

What emerges from this brief portrait of the hard-core unemployed
is a set of cumulative factors which add up to a stark pattern of
economic distress among the hard-core unemployed. Typically, a
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member of the hard-core unemployed was born in the South, had
less than a high school education, migrated to Detroit during the
war boom of the 1940’s, worked in a semi-skilled or unskilled occupa-
tion in the auto industry until the decline in automobile demand in
the late 1950’s resulted in his lay-off and long periods of unemploy-
ment during the years 1956-1962.

It is not startling to find that more than one-half of all the respon-
dents in the sample were unemployed for at least two of the six years
from 1956-1962.

THE STRUCTURE OF HARD-CORE UNEMPLOYMENT IN DETROIT

What were the causes of the prolonged unemployment of the hard-
jobless in Detroit?

As noted earlier, this study used a statistical procedure, multiple
classification analysis (MCA), which replicates the standard multiple
regression analysis on a series of non-numerical social research variables.
Personal characteristics, background statuses and labor market attri-
butes may all be associated with length of unemployment. The MCA
analysis enabled us to rank the explanatory variables in terms of their
relative contribution to the length of unemployment. The results are
presented in Table 1.8 The labor market attributes—industrial attach-
ment and the number of employment aids ®—emerge as a more im-
portant set of explanatory factors as measured by the relative size of
the beta coefficients. Other classes of explanatory variables—personal
characteristics and background statuses-—have substantially less ex-
planatory power. Employment aids and industrial attachment are the
most important explanatory variables, followed by education and age.

This pattern consistently emerges from many other MCA tables
which have been constructed using different measures of unemployment
experience and different combinations of explanatory variables. On
the other hand, it was found that certain other classes of variables

8A few words about the meaning of these statistics are in order. The
beta coefficient is an expression of the influence that a particular explanatory
variable has on the characteristic variable holding the impact of all other
variables fixed. This observed association could, however, be the result of
a systematic influence which the explanatory variable exerts or it could have
occurred by chance as a result of the coincidental fluctuations of the two
variables. To test for this, an F test is used and the results are summarized
by a probability statistic.

A score was assigned to each one of the respondents, depending on the
number of employment aids which each one possessed—ie., a truck, tools,
car, occupational license, or journeyman’s card.
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TABLE I
The Structure of Unemployment as of Interview Date: All Hard-Core
Beta

Explanatory Characteristics Coefhicient * Probability
Number of Employment Aids ® 247 .01
Industrial Attachment 238 .01
Education 162 .01
Age 141 .01
Region of High Schiool .094 01
Race .060 01
Occupation .058 NS
Sex .009 NS«

*R*=.18
® See footnote 9.
¢ Not significant at either the .01 or .0S probability level

were not statistically significant. For example, although several measures
of personal attitudes and motivations were introduced into the analysis,
rarely did they evidence any relationship to length of unemployment.
In short, after a careful statistical examination of all possible relevant
variables, it was found that labor market attributes inevitably dominate
the pattern of labor market behavior of the hard-core unemployed.

Another element in the statistical procedure is the assignment of an
unemployment experience ‘“‘score” to each subclass of each explanatory
variable.!® It was found that a typical respondent who had been
attached to a service or trade industry would have been unemployed
approximately six—twelve months in contrast to a typical jobless auto
worker who would have had from one to two years of unemployment.
These “scores” represent the net effect of each attribute on unemploy-
ment experience—for example, the impact of a particular industrial
attachment after the effect of age or education on industrial attach-
ment has been removed. In short, they reveal the typical pattern
of unemployment in a subclass, holding all other variables fixed. At-
tachment to a cyclically volatile industry (the auto industry) places
the worker in a more precarious position than attachment to certain
other industries---for example, service or trade. The degree of in-
security is evident from the unemployment “scores” which we have
been able to assign.

Coupled with industrial attachment are other characteristics which
contribute to an explanation of unemployment. In particular, the lack
of employment aids predisposes an individual to experience prolonged
periods of unemployment. For example, someone with no employment

*In many ways, this is analagous to a multiple regression coefficient.
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aids would typically have experienced one-two years of unemployment,
while an individual with two-five aids would have been jobless for only
six months.

To summarize, the hard-core unemployed are plagued by a series
of negative employability characteristics which ultimately lead to
severe economic and personal hardship. Any policy considerations, how-
ever, must also be directed at the economic environment in which the
hard-core unemployed reside. Our study suggests that long-term job-
lessness is a result of both an attachment to cyclically sensitive in-
dustries (the economic environment) and the possession of negative
employment attributes.

NoTEs oN Poricy

The recent concern with poverty in our society is of course healthy
and long overdue. Coincident with our concern about poverty has been
an increased interest in specialized programs for the hard-core unem-
ployed, even though unemployment is only one cause (and perhaps a
minor one) of poverty. The major thrust of the poverty program and
recent federal education legislation has been on breaking the gener-
ational link of poverty and providing services for the very old. As
important as these measures are as beginnings in the ‘“war on poverty,”
they should not be considered a part of a policy to alleviate long-term
unemployment which, as noted earlier, is principally concentrated in
the 25-54 age group.

The principal attack on hard-core unemployment consists of the
retraining programs of the Department of Labor, the regional develop-
ment programs of the Department of Commerce, urban public works
programs, and the attempts to make the State Employment Services
more operational in job placement activities. These programs are
extremely useful and our suggestion of alternatives should not be
construed as a total rejection of these efforts. Our concern is with
adding to the range of social programs in order to intensify the attack
on hard-core unemployment. Since these programs have been evaluated
from many different perspectives, we need not duplicate much of this
very excellent evaluative work.

In the past, northern industrial centers have served as a safety
valve for the more disadvantaged from other sections of the country.
However, a serious question should be raised about contemporary and
future migratory patterns. There is a shift occurring in the structure
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of the economy in many industrial areas—namely, a movement from
industrial production to service activities which have little need for as
large an unskilled labor force. In addition the change in the nature
of the industrial production process itself compounds the problem. No
longer are unskilled or even semi-skilled workers needed in such sub-
stantial numbers.!! In the face of these adjustments, will the northern
industrial centers continue to serve as an economic sanctuary for the
economically disadvantaged members of American society, or has this
outlet been closed by structural changes in the economy?

What are the premises on which some of these programs are based
—particularly the retraining and urban public works programs? Both
programs have suffered from the success criteria used to measure per-
formance. In the early years of manpower retraining, the success
criteria of job placement established an incentive which had the effect
of overlooking the hard-core unemployed—the jobless whose proba-
bility of re-employment even after retraining was low in the current
labor markets.

A set of efficiency criteria consistent with a tight theoretical model
of a market economy has been consistently superimposed on the public
works projects of this country. The government seeks the lowest bid
on a construction contract which may often be submitted by a firm
with perhaps automated equipment, and/or a very highly skilled labor
force under the control of local craft unions. In many instances, the
success criteria of both the retraining and public works programs have
largely excluded the hard-core from participation.

What policy conclusions emerge from this discussion of current
economic programs which are related to long-term unemployment?
Public services need to be developed, but from a radically different
orientation. First, instead of imposing a set of efficiency criteria, let
us impose the criteria of Auman welfare. Within the myriad public
works laws, a provision could be included which specifically states
that a certain proportion of the labor used in the project must come
from the ranks of hard-core unemployed. The purpose of this is
simple—to insure that the “trickle” meets the needs of the unemployed
poor.

1 These problems are analyzed in: Louis A. Ferman, “The Social Structure
of the Michigan Labor Market,” in William Haber, W. Allen Spivey, and
Martin R. Warshaw (eds.), Michigan in the 1970’s: An Economic Forecast
(Ann Arbor: Bureau of Business Research, Graduate School of Business
Administration, 1965) pp. 241-292.
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The war experiences of the hard-core unemployed lend some sup-
port to this type of program. As indicated earlier, many of the people
in our sample migrated to Detroit during the war years and held jobs
for a substantial length of time (ten years or more). However, during
the war, rigid efficiency criteria were relaxed—insteatl, cost plus gov-
ernment contracts enabled private industry to hire people for public
production at costs which they could not sustain in private markets.
In the present tight labor market for certain industrial labor skills,
it may be useful to experiment with direct training subsidies for in-
dustry. In effect, a program such as this replicates the successful labor
policy during the war. Hence, in order to re-integrate the hard-core
into a peace-time economy, we must seek a mechanism which once
again relaxes the rigid efficiency criteria imposed by the private econ-
omy and the public economy in relation to public works activity.

Second, the public works projects should be designed to reinvigorate
the environment of the hard-core unemployed. We should cease allo-
cating a disproportionate part of our social resources, for example, to
highways and redirect our efforts to building schools in the slums,
tearing down and replacing slum housing, and building urban parks and
recreation facilities. In the course of this activity, training and re-
training would be constantly taking place within a meaningful social
context. The training would be taken out of the artificial classroom
situation and placed where the unemployed understand training—on
the job.

How can the administration of the retraining programs and the
public works projects be sensitized to the needs of the urban unem-
ployed? I would suggest that a political and administrative structure
should be considered, similar to the philosophy of the Economic Op-
portunity Act. All of the difficulties inherent in that program should
not mask the substantive contribution which it has made toward in-
volving the poor and the urban unemployed in the public decisions
which affect their lives. Participation by the hard-core unemployed in
the formation and administration of social programs can breed a com-
mitment to their success.

From this investigation into the problems of hard-core unemploy-
ment, we can conclude that social and economic integration of the
hard-core unemployed is not impossible. However, to accomplish this
we must engage in a fundamental re-thinking of present programs and
even consider experimental, and at times radical, approaches to the
solution of hard-core unemployment.



DISCUSSION

Louis LEVINE
U.S. Employment Service

In many ways I regard this session of the IRRA devoted to con-
tributed papers as one of the most important parts of its annual
program. It provides an opportunity for young people to take the
initiative and bring to the attention of “old hands” the findings of their
own research which might not otherwise receive attention.

In this instance we have three papers which on the surface might
seem to be unrelated. One deals with the subject of the Impact of Mass
Layoffs, the other with The Use of Labor Force Participation and
Unemployment Rates as a Test for Structural Difficulties and the
remaining one with Hard-core Unemployment in Detroit: Causes and
Remedies. If, however, one gives any thought to the matter it becomes
apparent that these papers share in common a basic job market con-
sideration. Each of these papers starts from the premise that the
understanding of labor force characteristics and behaviour as well as
the interplay of forces in the job markets of this country cannot be
meaningful in gross aggregative terms. Instead, it is necessary to focus
attention on the component elements that make up the term ‘“labor
force” or “job market.”

It is not my purpose here to enter into a long discourse on the pros
and cons of the structural vs. the aggregative demand school of labor
economists. Each obviously has its merits. The fact remains, however,
that too often the labor force economist and statistician seeks to explain
job market experience by seeking out a central tendency or finding
order when it does not exist. As a consequence homogeneity rather
than hetergeneity is stressed. Those who are sophisticated in labor
market behaviour and the experience of the work force know that the
differences in the characteristics of labor force participation and unem-
ployment rates or the dissimilarities among the hard-core unemployed
or the variations in the experience of those affected by mass layoffs are
critical to the development of appropriate programs capable of dealing
with urgent problem situations.

It is wholly an accident that two of the papers are based on data
made available to the authors from a close working relationship with
State employment security agencies. Dr. Smith’s paper on ‘“The Impact
of Mass Layoffs” is an analysis of the information which was developed
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within the public employment service system as a result of the intro-
duction of a special report on layoffs of 100 or more workers. The
objective of this operating report is in the first instance to stimulate
the introduction of an advance notice system submitting information
on anticipated mass layoffs. The report would provide the employment
office an opportunity to consult with employers in those establishments
where such layoffs are anticipated so as to minimize the adverse impact
from large-scale employment displacement.

The data developed through this report indicates that there is a
greater degree of cooperation on the part of employing establishments
and willingness to provide advance information on anticipated mass
layoffs than might have been expected. In almost 70 percent of the
cases such information was provided to the local employment offices
and verified by subsequent experience. It is also significant to note
that most of the mass layoffs were not attributable to technological
changes or introduction of new equipment and production techniques.
Instead, the mass displacements are largely attributable to changes
occurring in defense, space and related industrial activities. The role
of government in bringing about these sharp fluctuations in employ-
ment cannot be ignored.

Analysis of these data also discloses significant geographical varia-
tions in the occurrence of mass layoffs—closely correlated to high con-
centrations of defense and space industries. The analysis of mass
layoffs by broad occupational groups indicates that some three quarters
of all the workers affected were in blue-collar occupations. Significantly
many of these workers are in occupations which in recent months have
become increasingly identified as shortage occupations. We find in
Dr. Smith’s paper an excellent example of useful manpower analysis
focused on a single phenomenon—mass layoffs—which dissects the
experience by recognizing the significantly different impacts for com-
ponent elements.

Despite the contributions made by Dr. Smith’s paper, one might
wish that it were less a statistical analysis based exclusively on quanti-
tative data derived from a mass reporting system. A more complete
understanding of the impact of mass layoffs requires such information
from employing establishments as the degree of unionization and the
availability of severance pay. The analysis should also take account
of the characteristics of the local job markets within which the mass
displacements take place. It is not enough, for example, to analyze
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the impact of mass layoffs in two establishments of equal size without
taking account of the character of the industry, alternative employ-
ment opportunities, occupational composition of the firm and, indeed,
the personal and other characteristics of the work force in the employ-
ing establishment. From the standpoint of the local employment office,
the impact of a mass layoff is finally experienced in terms of the single
most important component, namely the human being in search of
employment assistance and job market services. Perhaps it is too
much to expect that manpower analysis, based on a large volume of
quantitative data, should be carried to such extreme detail.

I found Professor Gruber’s paper on “The Use of Labor Force
Participation and Unemployment Rates as a Test for Structural Diffi-
culties” an interesting exercise in statistical techniques. I am not con-
vinced that it is necessary to go to such great lengths to demonstrate
that unemployment and labor force participation rates are influenced
by educational levels of attainment. In the first instance, I question
seriously whether the comparison of the two time periods 1950 and
1960 can be valid merely because the unemployment rate for each of
these years was approximately the same. This emphasis on the unem-
ployment rate—a single aggregate—is likely to be misleading. To fail
to take account of the experience between these years is even more
serious. By 1960, this country had experienced some four post-war
recessions with rising unemployment rates and volumes throughout
the decade. More significant is the fact that labor force growth, par-
ticularly among young people, was far greater by 1960 than in 1950.
This therefore would have a considerable bearing on levels of education
attained and the impact on unemployment and labor force participation
rates. I am inclined to disagree with a comparative analysis of unem-
ployment and participation rates among whites with the unemployment
and participation rates of the total work force since whites constitute
almost 90 percent of the total. It does not seem to me that an analysis
of the white sub-group can be meaningful. Despite my criticism of
excessive reliance on statistical technique, Professor Gruber neverthe-
less makes an important contribution to our understanding of unem-
ployment rates and labor force participation when he distinguishes this
experience by age, level of education, and racial characteristics. Once
again his paper demonstrates that an understanding of labor force
experience must rely heavily on a disaggregative approach.

I was especially interested in Mr. Wachtel’s paper on hard-core
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unemployment in Detroit. When this paper first came to my attention,
I expected to find an analysis which would throw additional light on
the study, initiated by the Michigan Employment Security Commis-
sion, to uncover the characteristics of the long-term unemployed so as
to develop a series of remedial actions for dealing with their problem.
About a third of the paper, however, was devoted to broad-gauge man-
power policy, bearing little or no relationship to the specific findings
or the data available from a study of the characteristics of the hard-core
unemployed in Detroit. While Mr. Wachtel’s broad-gauge manpower
policy recommendations may have an appropriate place in another
forum, they did not bear any relationship to the data derived from the
Detroit study.

Although Mr. Wachtel’s paper has within it the elements of a
structuralist’s approach to an understanding of an important segment
of our unemployed, I am inclined to be skeptical of his objective to
discover a single characteristic for determining the cause of long-term
unemployment. The technique of arraying characteristics of a sample
of the long-term or hard-core unemployed and fixing some arbitrary
value to the significance of each of these characteristics can be mislead-
ing. Despite this questionable approach in which he seeks to find a
simple coefficient, Mr. Wachtel, nevertheless, fixes attention on a very
important consideration. Up to the present time labor force economists
have been able to define long-term unemployment only through the
lapse of time. Thus if a person were unemployed 15 consecutive weeks
or 26 consecutive weeks he would be considered either long-term or
hard-core unemployed. This paper raises a question whether it is pos-
sible to identify—in advance—individuals whose personal and eco-
nomic characteristics are such that we can with some certainty predict
their labor market behaviour. To the extent that our knowledge of the
job market permits such identification, appropriate remedial actions
can be introduced within the existing institutional framework. Clearly
early diagnosis of human resources and manpower problems is critical
to the resolution of such problems. Perhaps the labor market practi-
tioner is overly impatient in his desire to have analytical tools to make
his task easier. Manpower research of the character undertaken by
Mr. Wachtel is likely to result in greatly improved labor market
administration.

One can derive a great deal of satisfaction from the knowledge that
the research and findings in each of these contributed papers are based
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on sufficiently large volumes of data and comprehensive experience to
lend validity to the conclusions. This is an excellent illustration of
how an individual academic researcher, despite his own limited staff
and equipment resources, can undertake meaningful manpower research
when appropriate working relationships are established with various
public agencies concerned with the administration of human resource
and manpower problems. There may be occasional instances in which
highly localized individualized research based on interviews or house-
hold surveys involving a sample of 50 or 100 individuals or households
may have value. In general, however, I would say such research is
more significant for the contribution it makes to research techniques
than to the analysis of manpower data or meaningful conclusions on
which manpower policy and program development may be based.

The research in all three of the contributed papers was made possible
by the collection and organization of human resource and manpower
data by the U. S. Employment Service and the State employment ser-
vices or by the U. S. Bureau of the Census and the U. S. Bureau of
Labor Statistics. There exists large volumes of manpower information
in State agencies, particularly data derived from employment service
and unemployment insurance activities. Such information originally
obtained for the administration of specific legislation or programs
suffers, of course, from limitations which would be avoided if the data
were obtained exclusively to achieve certain manpower research ob-
jectives. Nevertheless these data, despite their shortcomings attrib-
utable to administrative and statutory requirements, frequently can
provide answers to important questions bearing on labor force experi-
ence and job market behaviour. Unfortunately the agencies collecting
such information fail to exploit the data because their mandates are
for program administration and not for research. The graduate student
and college faculty member concerned with human resource and man-
power problems might well look into this source of manpower data to
obtain a better understanding of our manpower institutions and the
structural character of our human resource problems.

I am sure I express the views of others present at this session when
I indicate that we are deeply indebted to the authors of the contributed
papers. They have evidenced interest in currently important manpower
problems and have undertaken to bring about a better understanding
of them. All of us need to encourage continuing research in this field.
There can be no doubt that the number one domestic public concern
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in this country is the optimum preparation, development and utiliza-
tion of our human resources. The papers represent an effort to con-
tribute to the achievement of these goals.
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I

In the manufacturing sector the critical elements in the process of
adapting the labor force to the requirements of production and main-
tenance jobs takes place within the plant. In analyzing this process, the
plant may be conceived as a labor market unit operating under a set of
administrative rules governing the pricing, allocation, and often the
training of its labor force. These rules define the plant’s job structure
and the interfaces between this structure and the external labor force.

In most manufacturing plants, entry into the internal labor market
is restricted to particular hiring jobs or “ports of entry.” 2 The re-
maining jobs are filled through upgrading and promotion. This pro-
cedure creates a distinction between the workers inside the plant and
the external labor force. The rules which define the internal labor
market and govern its operation are derived from a variety of sources;
joint negotiations between labor and management, unilateral imposition,
or custom and tradition.

There are two features inherent in the nature of manufacturing
work which make the external market incapable of performing many
of the functions assigned to it in economic theory and help to explain
the existence of the internal market and its role in training labor.
These are (1) the specificity of jobs to the plant and (2) the im-
portance of training conducted on the job in the process of production.

Job specificity does not imply that job skills are completely limited
to the plants in which they are used. While a few jobs are plant-
specific, the majority have approximate counterparts in other plants
in the same industry. The technology and capital equipment define a

1This paper is based upon material gathered in a series of extensive
interviews during 1964 and 1965 with industrial engineers and industrial
relations and operating executives in 23 manufacturing plants. This research
was sponsored by the U.S. Department of Labor under the Manpower De-
velopment Training Act. While many of the employment and training
mechanisms described also apply to managerial, technical, and clerical per-
sonnel, for purposes of exposition we have limited this paper to production
and maintenance workers in the manufacturing sector.

? See Clark Kerr, “The Balkanization of Labor Markets” in Labor Mobility

and Economic Opportunity, E. Wight Bakke et. al., (Cambridge: Technology
Press of M.I.T., 1964), pp. 92-110.
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series of operating and maintenance tasks which must be performed
in the process of production, and the jobs within the plant are composed
of combinations of these tasks. All plants using similar equipment
therefore tend to possess jobs which share common skills and tasks.
However, idiosyncracies of individual pieces of equipment, the parti-
cular combination of tasks into jobs, the plant layout, managerial
practices, and operating procedures all differentiate jobs so that, des-
pite common skill elements, they become specific to each plant.

In the economics of production these differences become significant.
While the work can often be performed by anyone who possesses an
understanding of the mechanics of the task, and thus by anyone who
performs a similar job in another plant, it cannot be performed with
the requisite efficiency.® Moreover, in a great number of manufac-
turing jobs, the “skill” level involves only those factors which contribute
to efficiency in this sense.

To the extent that jobs are specific to the plant, the plant has no
competitors for the job skills it provides, nor does it have an external
source of supply. Thus, even if the worker could obtain the requisite
skills outside the plant, there would be no incentive to do so because
direct entry into them is unlikely.*

However, for many manufacturing jobs, even those completely
specific to the plant, the worker has no opportunity outside to obtain
the full set of skills. They can only be developed through experience
on a particular job. This is especially true in manual jobs which re-
quire muscular coordination to perform a repetitive task quickly, a
skill which is difficult to communicate except through demonstration
and can be acquired only through practice. On-the-job training is fre-
quently necessary, as well, for the operation and maintenance of equip-
ment. Here the requirement of efficiency places a premium upon the
ability to anticipate trouble and to diagnose its source, almost instinc-
tively, by minor variations in operating sounds and smells. Again, such
skills can be best developed through experience in particular operating
situations.

Even where on-the-job training is not essential to the learning

®For example, speed and continuity of production often depend upon
quick and appropriate reactions to a wide variety of production problems. The
ability to react effectively is contingent upon familiarity with such plant pro-
cedures as materiel delivery and maintenance.

* Gary Becker has arrived at similar views regarding job specificity by a
somewhat different line of reasoning. See Gary S. Becker, Human Capital,
National Bureau of Economic Research, (New York, 1964), pp. 11-32.
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process, it yields certain training economies. Much of this training by
definition takes place almost automatically within the firm. Employees
tend to pick up other jobs simply by being in physical proximity to
them. Some higher skilled jobs utilize training received through work
on lesser skilled jobs within the plant. The specialization of jobs, the
short training period required to learn most of them, and the small
number of trainees at any given time further encourage on-the-job, as
opposed to formal classroom, training.

Additional economies derive from the fact that on-the-job training
restricts itself to the narrow, specific set of skills required for job per-
formance and includes no excess training. The period of training ad-
justs itself automatically to the trainee’s ability. Similarly, the training
program automatically keeps abreast of changes in the job itself. This
is important since manufacturing jobs tend to evolve continually over
time as operators discover shortcuts and often add minor jigs and fix-
tures to their machines.

None of this should imply that on-the-job training is costless. Its
cost can seldom be observed directly, but they do appear as reduced
labor productivity, wasted raw materials, damaged machines, increased
machine downtime, and the diversion of supervisory personnel or job
incumbents who do the training. Furthermore, both the narrowness
of on-the-job training and its tendency to evolve with the job, limits
the worker’s opportunity to acquire broader skills which help in the
handling of emergencies and in adaptation to major technological
change.

Within its own confines, however, the system exhibits considerable
elasticity, particularly in adapting its training procedures to changes in
both the nature of the labor force and the structure of jobs this labor
force is required to fill. These adaptations constitute a major channel
through which compatibility between the labor force and the job
structure is achieved. The changes which internal labor training pro-
cedures undergo in the process of adaptation fall into several distinct
patterns.

The most prevalent is a simple change in the length of the training
period without formal modifications in the process or content of training.
Where it takes place on the job as part of the process of production,
training has little objective meaning outside of the learning or pro-
ductivity curve of each worker; the total “amount” of training is thus
really defined by the sum of these curves. As the nature of the labor
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force or of the jobs changes, such a total training curve will auto-
matically shift.’

A second mode of adjustment involves the deliberate opening of
alternative lines of promotion in response to training requirements.
Such adjustments are a common response to a tightening labor market.
Thus, in many plants, the rate of promotion of craft helpers, and often
the number of helpers as well, is frequently determined by the avail-
ability of trained craftsmen on the outside labor market. In the auto
industry such a line of promotion is formalized; a temporary skilled
trades job, activated only in tight labor markets, has been created con-
necting the production job classifications to the maintenance promotion
ladder.

This pattern is also characteristic in cases of changes in job struc-
ture. When new jobs are created by technological change, the process
of skill acquisition is important in determining where in the existing
upgrading structure it should be placed. Similarly, an expansion of the
number of high skill jobs occasionally dictates the rearrangement of
promotion ladders to increase the supplies of related skills from below.

A third adjustment pattern involves the institution of formal train-
ing programs. In the plants we visited, the existence of such programs
was often explained by conditions in the outside labor market. We
also encountered a variety of these programs for jobs created by changes
in technology. Many of these training programs, particularly for op-
erators, were considered temporary. They were viewed as the initial
part of a process of building new systems of on-the-job training to
overcome technical discontinuities in the process of on-the-job transfers
of skills from one generation of workers to another.®

Similarly, the introduction of new technologies was frequently ac-
companied by formal training programs to upgrade skills of both pro-
duction and maintenance employees. Here, the formal content of the
curriculum was often quite sophisticated. However, the duration of
the program, seldom more than two weeks, as well as comments by the

®From the managerial point of view, the danger is not that these changes
will fail to occur, but rather that they occur unplanned and uncontrolled, im-
posing a cost burden that could be avoided by less expensive means of adap-
tation.

*For example, in two of the companies involved in plant moves, extensive
formal orientation programs were planned to familiarize both new employees
and transferees with procedures and equipment in the new plant. Orientation
of this type had been handled by the foremen and other workers on the job
at the old plant, and was expected to be handled this way again, once the
transition process was completed.
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plant personnel developing and teaching it, indicated that the em-
ployees were not expected to emerge fully trained. Rather, the pro-
gram was designed to provide a framework, often no more than a
vocabulary, around which skills could be built through on-the-job
experience. Moreover, in most cases, it appeared that management ex-
pected future generations of workers to be trained on the job by the in-
cumbent operators, once the latter had become experienced.

Actually, the most surprising aspect of formal training was how
little it was used, even in plant moves and in major technological
changes where one might have expected it was the only means by which
the required skills could be generated. In most cases, the major part
of the adjustment process took place on the job. In the plant moves
we encountered, an attempt was made to get as many of the incumbent
operators to move with the plant as possible, and to train new operators
at the old plant. Where neither course was possible, supervisory per-
sonnel were frequently trained in the rudiments of the jobs in their
departments at the old plant, and they in turn trained the new operators
after the move.

Even for new technologies, the required skills seemed most fre-
quently to be transmitted directly from the equipment designers and
builders through on-the-job demonstration. When the skills were par-
ticularly complex, this training process began by having the operators
and maintenance personnel participate in the installation and start-up of
the new equipment and, where possible, in the building process as well.
In a sense, design engineers served as the first generation of a new on-
the-job work family, which then passed forward the required skills to the
lesser skilled operators and technicians in a process very similar to that
in which older job skills were transmitted. In fact, in one case in which
the maintenance crafts had not absorbed the new skills by the time the
start-up was completed, the engineers continued to maintain the equip-
ment, using the regular maintenance employees as assistants until they
could assume responsibility.

The importance of on-the-job training and the apparent ability and
willingness of the firm to adapt training procedures to the changing
characteristics of jobs and workers raises the question of the role of
the school system in the development of job skills. The answer is,
however, obscured by the role of educational attainment as a screening
device. Education requirements are imposed by the firm, in part, to
identify a group of workers possessing qualities such as reliability,
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learning aptitude, and ambition which contribute to successful job
performance but which are not necessarily acquired in school.” The role
of educational qualifications is further complicated by the process of in-
ternal promotion; hiring qualifications are often connected with pro-
motion potential rather than with the requirements of the entry job.

Despite the difficulties in identifying its contribution precisely, it is
clear that formal education provides a foundation of skills upon which
in-plant training builds and which serves as a kind of prerequisite to
its success. However, this prerequisite is clearly not absolute. It is
apparent that adjustments in in-plant training frequently can com-
pensate for its absence. Thus, to some degree, formal education and
in-plant training are substitutes for each other. The specialization of
jobs and the need for practice to obtain skill and efficiency place a
limit on the extent to which education can be substituted for in-plant
training. If there are limits in the other direction, however, they are
economic rather than technological, for, in the extreme case, the school
program can be reproduced within the plant.®

Our interviews revealed no points at which a lack of formal educa-
tion in the internal labor force proved an insurmountable economic
obstacle to retraining. The typical reply to questions designed to un-
cover such obstacles was that “somehow we always manage to produce.”
Several plants even had managed to overcome educational impediments
by engaging in training programs to provide rudiments of general
education. Two plants, for example, when forced to reduce radically
formal educational standards for admission to a training program which
required advanced algebra and calculus, taught the requisite skills
through a 10-hour extension of the original courses.

This is not to suggest a complete separation of the school system
from in-plant training programs. For example, one plant enlisted the
aid of the local school system to provide literacy training for its labor
force to facilitate the introduction of a new technology. Another plant
developed a new source of supply for electrical maintenance skills by
providing the initiative for an electronics program at the local trade

"Management seems to know surprisingly little about the causal relation-
ship between worker attributes and job performance. Almost all screening
criteria are derived from the correlation with worker performance. These
correlations are usually quite intuitive and unsophisticated but in some large
plants are coming to be performed with the aid of computers.

® This extreme case is not very helpful in defining the economic limitations
of in-plant substitutions for formal education, since even when in-plant train-

ing is formalized, it bears little resemblance to that which takes place in the
school.
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school. This permitted the plant to discontinue its own training course.
Several others indicated that they were working with local colleges and
vocational schools to develop new courses dealing with their own tech-
nologies. However, in each of these cases, the initiative came from the
plant. This was often reinforced by the donation of the training equip-
ment, teachers, and sometimes students.

Training within the firm is further supplemented by the vendors
of equipment. The division of training efforts between vendors and
their customers varies even for the same type of equipment. For small
firms and for major changes in technology, the vendor frequently per-
forms much of the training. Our contact with vendors was not ex-
tensive, but it did appear that their training programs were not unlike
those developed by the firm itself. They often provided training on
the customer’s premises, and, where such training was formalized, the
program, despite the apparent sophistication of content, was designed
primarily to provide a framework for future on-the-job training. When
the training process was lengthy, the vendor occasionally lent his own
personnel to the plant to serve both as on-the-job instructors and as
temporary substitutes for the required workers.

II

The picture which emerges is a process of adjustment between the
labor force and the job structure through training, initiated by the
firm in direct response to skill scarcities rather than through an external
market mechanism. However, this response is neither automatic nor
inevitable. The role of training must be placed in the perspective of
the firm’s total relationship to the outside labor market.

Our interviews suggest that, within the firm, this adjustment process
may be viewed analytically in terms of eight variables:

(1) The job structure of the plant?®
(2) The administrative rules of the workplace

(3) The size and characteristics of the labor force
outside the firm

(4) Recruitment procedures
(5) Screening procedures

®The “job structure” includes here the distribution of work between over-
time and additional straight time employees. The “administrative rules”
restrict the ability to vary this distribution.
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(6) Hiring criteria 10
(7) Training procedures
(8) Compensation

The job structure and administrative rules describe what we have
called here the internal labor market. The size and structure of the
labor force available outside the firm define the external labor market.
The remaining variables—recruitment, screening, training, hiring cri-
teria, and compensation—describe the relationship between these
markets. Except in rare cases, the firm has no control over the ex-
ternal labor market, so that this variable is essentially a parameter.
As this parameter changes, the firm will accommodate itself by adjust-
ing the variables under its control. Thus, training is only one of a
set of competing modes of adjustment available to the firm adapting
the external labor force to its own internal job structure. When the
skills obtainable on the outside become scarce, as in a tightening labor
market, for example, the firm might, as an alternative to internal train-
ing, raise its wages or increase its recruiting efforts in an attempt to
attract additional skilled workers.

Each of the alternative modes of adjustment carries with it certain
costs. These may be direct, as in the case of compensation, recruit-
ment procedures, and formal training programs, or they may be re-
flected indirectly in decreased labor productivity, raw material wastage,
machine damage, and the like, as would be the case with lowered hiring
criteria and extended training times. The profit-maximizing firm will
presumably select the least-cost mode of adjustment.!?

This adjustment process within the firm implies, for the manu-
facturing sector as a whole, a functional relationship between the level

1*The major distinction between screening procedures and hiring criteria
is that hiring criteria reflect the underlying worker characteristics which the
employer desires to measure (usually the ability to perform at a minimal
level of productivity) while screening procedures reflect the methods used to

measure the criteria. The latter may or may not be causally related to the
former.

' For each firm the various modes of adjustment form a cost hierarchy
which indicates the sequence of adjustments which the firm will follow in a
progressively tightening labor market. This sequence is of interest because
each of the various modes of adjustment has different consequences for the
economy as a whole. The relationship is not uniform among firms. Since all
modes of adjustment are composed of several variables, their relative costs
will vary among firms due to differences in technology, size, geographic
location, and so forth.
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of unemployment and the level of prices.'? The precise form which
this takes will reflect the job structure and the structure of the labor
force and will, therefore, shift as these structures change under the
impact of changes in technology, in the composition of demand, and
in demographic patterns. When these exogenous factors remain fixed,
a declining level of unemployment will force the firm to make adjust-
ments which will generate additional costs. These costs will, in turn,
put pressure upon the level of prices. In the American economy, where
both price stability and full employment constitute high-priority social
goals, the underlying conflict between them inherent in this functional
relationship creates a basic policy dilemma.

The relationship between unemployment and prices is a product
of two sets of forces. It is, first of all, the result of the underlying
incompatibility of the structure of the labor force and the structure
of jobs. To this extent, the price increases reflect the real costs of
reconciling the two structures, imposed by the underlying economic
problem of scarcity at the prevailing level of technology. Second, the
relationship is a product of the institutional environment in which the
reconciliation between the labor force and the job structure takes
place. This environment may raise the monetary cost above the mini-
mum real cost required to perform the reconciliation. To the extent
that this is so, policies may be developed to reduce the conflict be-
tween full employment and price stability through modifications in the
institutional environment.

It is apparent that, in at least one respect, the adjustment process
may react perversely to raise the monetary cost of adjustment. If all
firms attempted to adjust to a tightening labor market through in-
creases in the entering wage, a wage spiral could result which would
contribute nothing to alleviating the underlying problem of skill
scarcities. However, firms seemed to be acutely aware of this danger

13 This functional relationship between the tightness of the labor market
and the rate of inflation is akin to the Phillips curve. It differs from
the original Phillips curve, however, in several respects. First, the infla-
tionary pressures generated by the adjustment process are not necessarily
continuous. They may lead to a simple one-shot price increase. Second, in
contrast to Phillips’ formulation of the problem, wage increases constitute only
one of several ways through which a tightening labor market produces cost
increases. Third, this relationship probably cannot be observed directly. The
Phillips curve actually observed will be the product of several relationships
influencing the behavior of costs. Among these, for example, are the relation-
ship between profits and wages posited by Eckstein and Wilson (Otto Eck-
stein and Thomas A. Wilson, “Determination of Money Wages in the Ameri-

can Economy”, Quarterly Journal of Economics, vol. LXXVI, August, 1962,
pp. 379-414) and the relationship between investment and productivity.
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and were reluctant to raise their wages relative to other firms in a
tightening labor market. In addition, they found it difficult to vary
the entry wage, which is the significant wage rate in attracting labor,
without jacking up the whole wage structure. Wage increases thus
appeared to be a mode of adjustment decidedly more costly and less
attractive than adjustments through recruiting, screening, and training,
all of which contribute to removing the underlying labor scarcity.!3

In evaluating the institutional process, a second consideration is
that the real costs of reconciling the labor force and the job structure
may be absorbed outside the firm in a less inflationary manner. In an
economy with substantial unemployment, it may be argued that the
cost to the firm of measures which reduce unemployment exceeds the
social costs of these measures. This constitutes a case for government
subsidization of plant training costs. Subsidization has the additional
advantage of decreasing the cost of training to the firm relative to wage
increases and thus of reducing the possibility of a reaction to labor
scarcities through a wage spiral.

On the other hand, subsidization of training has the disadvantage of
disturbing cost relationships which are crucial to the stability of the
system; in particular, the relationship between training costs and
changes in the job structure. So long as the firm is forced to bear the
burden of adjustment of the labor force to the job structure in evalu-
ating innovations which change the job structure—for example, tech-
nological change—it has an incentive to include an allowance for train-
ing}* This does not insure that all the costs of adjusting the labor
force will be met before a technological change is introduced. The firm
avoids some of these costs if the change reduces its labor force, thus
shifting the burden of adjustment to the outside labor market and,
through it, to other firms in the economy. Nevertheless, the firm is at
least forced to make allowance for training the labor directly connected
with the innovation. To this extent, the possibility of structural mal-
adjustments caused by technological change, to which many analysts
have attributed the current unemployment problem, is reduced.

1t should be noted that all wage adjustments need not be perverse. The
acquisition of skilled workers does involve, to some extent, interplant transfer
of labor, although we were unable to gauge its precise contours or importance
in our interviews. A certain amount of wage adjustment is critical in facili-
tating such transfers as the labor market tightens.

* See Gary Becker, Human Capital, pp. 12-32, for a discussion of the
incidence of training costs.
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Distinct from the monetary aspects of the institutional environ-
ment is the question of the technical efficiency of the adjustment process
within the firm; that is, does the process of adaptation within the firm
actually minimize the expenditure of scarce resources devoted to it?
This implies a comparison with an infinity of alternative techniques of
adjustment, and thus no determinate answer is possible. The question
can be broached, however, in terms of the incentives to efficiency and
the obstacles to achieving it inherent within the system. The basic
incentive is the firm’s desire to maximize its profits; the fundamental
obstacle is the rigidity of the structure of the internal labor market
imposed by management inertia and union pressures. The balance
ultimately struck between these two opposing tendencies clearly varies
among firms. Nevertheless, the comparisons among internal labor
market structures in our study suggest some tendency for the market
to be structured so as to minimize training costs.

In general, internal market structures can be classified by (a) their
openness to the outside labor market (the number of jobs which are
filled by promotion from within relative to the number filled from
outside) and, (b) the scope of ladders of promotion and layoff. While
employee pressure tends to work towards protection of both employ-
ment and promotion opportunities, the rules governing in-plant move-
ment seem often to reflect, to some degree, differences in technology
and training times. Jobs with complex skills to which experience in
other jobs in the plant did not contribute were generally opened to the
outside. The scope of promotion and layoff districts seemed to depend
on the length of training time and the degree of skill-overlap between
jobs. Where skills on all jobs were similar or could be quickly acquired,
ladders for both promotion and layoff were broad. Where skills were
more complex and more specific, promotion ladders were narrow and
tended to follow lines of natural skill progression.

A tendency toward efficiency in training was also noted in adjust-
ment in the rules governing the internal allocation of labor to changes
in the job structure. When changes in job content increase the com-
plexity of the skills required while the jobs remain related to one an-
other within the old ladders of progression, rules may be developed
which emphasize the application of ability criteria for promotions. On
upward movements, employees may also be required to hold a job for
a minimum length of time before they are eligible for promotion;
alternatively, promotion ladders may be narrowed. In downward move-
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ment, occasioned by reductions in forces, bumping rights may be
limited to the lower skilled jobs in the plant or to the jobs which the
employees previously held. Similarly, the construction of narrow up-
grading ladders and the requirement that employees remain on highly
skilled jobs for a specific length of time before being eligible for pro-
motion are essentially attempts to prevent redundant training and to
restrict promotion opportunities to those employees who will require
the least retraining.

Since any new or changed job can be related to the existing internal
promotion structure through sufficient retraining, there are really no
jobs which cannot be filled internally. Nevertheless, management often
finds that certain changes in the job structure are incompatible with
the traditional in-plant progression ladders. Jobs within this category
are usually filled outside the regular lines of promotion or through new
ports of entry, and special educational or aptitude requirements are
often imposed.

The net effect of all these adjustments is to reduce the amount of
training which the plant has to undertake.

Such changes may meet with employee resistance, and management
is not always successful in making the desired adjustments. This
resistance involves fundamental principles of equity which cannot be
evaluated solely in terms of economic efficiency. However, even in
terms of efficiency, such resistance is not necessarily pernicious. It
has two distinct effects: it prevents the plant from escaping some of
the burden of adjustment by replacing a part of its labor force with
more qualified people, and it restricts the efficiency of adjustment
within the firm. While both are repugnant to management, only the
latter is clearly undesirable from the social point of view since the
costs of the adjustment must be borne by society. One resolution of
the conflict between labor and management in these areas has been
to enhance management’s freedom to obtain internal efficiency while
restricting its opportunities to escape from the obligation to retrain
existing employees. In cases of major job reorganizations, for example,
management may purchase the freedom to allocate employees efficiently
within the plant by strengthening the employment security of existing
employees. This has taken the form both of guaranteed employment,
as in some sugar refineries, and of the creation of employment rights
in additional plants under the control of the same employer, as in
meatpacking.
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Where job changes take place piecemeal, management usually re-
tains significant freedom in the design of training procedures. This
freedom is implicit in the “ability” section found in many employee-
assignment clauses and is evidenced by the use of elaborate testing
procedures to screen the internal labor force for many new jobs. It
is also implicit in management’s right to design jobs, since much work
within manufacturing involves separate set-up, operation, and main-
tenance tasks which can frequently be combined into jobs that naturally
fall into the most advantageous training ladders.!”

This is not to say that management always succeeds in obtaining
maximum training efficiency. A number of cases can be cited in which
management was unable to obtain the most desirable placement of jobs
within the job structure. Our interviews did not suggest, however, that
union restrictions upon training efficiency were a major concern of
management. In most cases where it appeared to be so, management was
really concerned about inefficiencies connected with “featherbedding.”

II1

Our survey does not support the contention, upon which the argu-
ment for government training is frequently based, that unemployment
is structural. The firm will always try to hire the “best” labor force
available. In a loose labor market, this causes unemployment to be
concentrated among such groups as the poorly educated, the Negroes,
the young. Nevertheless, as aggregate demand is increased, our research
suggests that the internal labor market will provide the training ad-
justments necessary to integrate these “less qualified” employees into
the job structure of the plant.

On the other hand, this process does impose additional costs upon
the firm which create inflationary tendencies as the economy approaches
full employment. Government training programs are one means of
reducing these tendencies.

An effective government program must recognize the distinctions
between general training in basic skills, general occupational training,
and specific occupational training. General training in literacy and basic
mathematical skills lends itself to formal classroom programs outside the

% Job design may be used occasionally to give management additional
flexibility by enabling the job to be removed from the production unit. While
its freedom here is sometimes restricted through contract clauses, where the
job is sufficiently ambiguous to fall under such clauses, the difference in train-
ing costs between alternative designations is probably not great.
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plant. The public sector has traditionally provided training of this
type. Under unusual circumstances plants do this themselves, but
they are ill-suited to the task. Moreover, in contrast to government
programs, these in-plant basic training programs are extremely nar-
row. They do not provide the broad educational base required to
qualify a worker for employment elsewhere. Thus, there is a strong
case for the further expansion of general literacy training provided by
the 1964 MDTA amendments.

Training for occupational skills requires a different approach. For
some skills, particularly the maintenance crafts and certain machine
operations, jobs exist which may be filled from outside. Where this is
true, out-plant programs providing these skills are feasible. However,
where occupational skills are specific to a plant, government training
programs must take the form of subsidies to in-plant training. The
more than threefold increase between 1963 and 1964 of on-the-job
trainees under MDTA indicates a move in this direction. But thus far
these subsidies have been confined to occupations where training is
connected with a job opening or where the training process is readily
identifiable. If training programs are to be designed to reduce the
inflationary pressure of training costs as well as to facilitate labor force
adjustment, they should not be limited to this type of job. Training
often takes place, as we have emphasized, gradually over the course
of the worker’s career, and the costs appear indirectly. This raises
administrative problems in identifying all the costs of training, and in
financing these costs over the career-life of the employee. Since a
substantial part of industrial training currently takes place on the
job, the government must face these problems if it is to assume a
significant portion of these costs.



INTERACTIONS OF EXTERNAL AND
INTERNAL LABOR MARKETS FOR
ENGINEERS AND SCIENTISTS

JorN E. PARKER¥
University of Michigan

The operation of white collar labor markets has recently begun
to receive some attention in labor market research. This reflects the
changing composition of the labor force and the growing recognition
of the need for a better understanding of important and rapidly grow-
ing occupations.

This paper reports on some aspects of the labor market for engi-
neers and scientists in the aerospace industry.! The larger study in-
cluded information on many dimensions of the market.2 The purpose
of this paper is to explore some of the principal patterns of mobility
and to examine the impact of the organization as a determinant of
these patterns.

The concept of mobility is expanded in this study to include intra-
organizational movement of the internal market dimension.® For our
purposes the internal market is defined as consisting of the jobs within

* The author wishes to thank the Office of Economic and Manpower Studies
of the National Science Foundation and the lnstitute of Labor and Industrial
Relations at the University of Michigan for their financial support and helpful
suggestions. In addition I am indebted to Professor Gerald G. Somers for his
encouragement and assistance at all times and to the Social Systems Research
Institute and the Industrial Relations Research Institute at the University of
Wisconsin for the use of their resources. Professor Harold M. Levinson pro-
vided helpful criticism of an earlier draft.

* Three of the earliest studies in engineers and scientists are: U. S. Depart-
ment of Labor, Bureau of Labor Statistics, Occupational Outlook for Engineers,
Bulletin N. 948, (Washington: Government Printing Office, 1946), U. S. De-
partment of Labor, Occupational Mobility of Scientists: A Study of Chemists,
Biologists and Physicists with Ph.D. degrees. Bulletin 1121 (Washington:
U. S. Government Printing Office, 1953), and Dave Singer, “The Mobility
Patterns of Cornell Mechanical Engineers 1946-1954,” Unpublished Master’s
thesis, Cornell University, 1957.

? The complete study is John E. Parker, “The Labor Market Behavior of
Engineers and Scientists: An Analysis in the Aerospace Industry,” (unpub-
lished doctoral dissertation, University of Wisconsin, 1963).

3In the literature internal market activity is often described as vertical
mobility while the movement between firms is termed horizontal mobility. See
Joseph Shister, “Labor Mobility : Some Institutional Aspects,” Proceedings of
the Industrial Relations Research Association (1950), pp. 42-59. This seems to
be an unsatisfactory distinction, however, for movement can also be horizontal
in the internal market. A somewhat broader view of internal movement is
taken in Norman Martin and Anselm Strauss, “Pattern of Mobility Within
Industrial Organizations, Journal of Business, Vol. 29 (April 1956), pp. 101-
110. Strauss and Martin do not discuss the role of the external market and its
impact on internal market activity.
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one organization or company and controlled by that company’s rules.
Plant decentralization may extend the geographical scope of the in-
ternal market. In the context of this paper the internal market will be
examined as a factor, like age and education, that is related to the
volume and pattern of mobility. The assumption is that the internal-
external market relationship will vary from firm to firm and will be
related to a number of organizational variables. This exchange be-
tween these two markets may have an impact on the breadth of train-
ing employees receive, the characteristics of those in the external
market, the costs of recruitment and mobility, and the incidence of these
costs. The internal market can be viewed as an important structural
variable which is a part of total mobility and which may affect the
pattern of external market activity.

Dunlop, in testimony reprinted in Tke Nation’s Manpower Revolu-
tion, stressed the importance of the internal market in the following
way:

There is at least one fundamental way in which our conception of

the labor market needs to be expanded and reformulated. We

have thought of the labor market solely in terms of movement of
workers between enterprises and from outside the labor force into
an employed or unemployed status. But a general and compre-
hensive view of manpower must recognize the significance of the
movement of workers within enterprises or within administrative
areas governed by a common set of rules that may embrace a plant,

a multiplant company or even a group of enterprises.t

While his statement was directed primarily to blue collar markets,
it is appropriate for white collar markets as well and particularly the
professional and technical occupations where careers are more well
defined and where promotion and other types of internal movement
play an important role in the total career. This study only begins to
examine the role of the internal market and much of the evidence is
largely qualitative in nature.

SoURCES OF DATA AND RESEARCH ‘METHOD

Since most of the labor markets for engineers and scientists are
national markets, only a national sample could properly capture the
important facets of the market. In order to retain the national quality

¢U. S. Congress, Senate Committee on Labor and Public Welfare, Nations
Manpower Revolution, Part I (1963), p. 302. An important early article that
discussed the internal market is: Clark Kerr, “Balkanization of Labor Markets,”
in E. Wight Bakke and others, Labor Mobility and Economic Opportunity
(New York: John Wiley & Sons, 1954), pp. 92-110.
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of these markets while maintaining a sample size that was not too
unwieldy it was decided to control the study by selecting two sectors
of a relatively self-contained industry. The aerospace industry was
selected for study and within it the propulsion sectors. This means,
specifically, that the design and development personnel in the jet (gas
turbine) and rocket engine industries were included. It must be
stressed that these two sectors share a common technology to a large
extent and require technical personnel with similar training and
experience.

The collection of the data for this study took place in late 1962
and early 1963 and included information for the period January 1,
1953, to January 1, 1963. Five organizations distributed throughout
the country were included in the study and with their permission a
random sample of engineers and scientists was selected from their
rosters and a questionnaire was mailed to each member of the sample.
The sample was confined to males with at least an undergraduate
degree. Approximately 50 percent of the sample or 1,298 engineers
and scientists returned useable questionnaires. Additional information
was obtained from plant visits and interviews with selected manage-
ment personnel at each site.

Summary information shows that the typical respondent was 34
years of age, had a bachelor’s degree in engineering with a major in
mechanical engineering. His salary was $11,258 and he had the
expectation of reaching a peak salary in the $15,000-19,999 range
in from 6 to 10 years from the date of the survey. He is working in
a state that is different from the one he was born in and also different
from the state where he received his bachelor’s degree. He also keeps
relatively well informed concerning job opportunities in his field.

The five organizations are designated as sites in this paper. Some
of the most important characteristics are presented in tables I, II, III.

It should also be noted that salary levels and salary ranges after
correcting for the influence of experience, age and education were very
similar to all locations except Site 3, the government facility. Here,
entry salaries were competitive but at more experienced levels they
were less competitive on salary. In addition, fringe benefits were very
similar from organization to organization.

IMmPACT OF THE ORGANIZATION
Labor market activity is conditioned by personal characteristics
such as age and education and the environment in which the worker
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TABLE I
Summary Table on Selected Site Characteristics
Engineer-
Scientists Parent Internal
Total Organization’s Market
Demand Employment Structure Policies
Site 1 moderate 33% 8 other Little
Location: East locations emphasis
Employment geographically
2000 dispersed
Site 2 moderate 20% More than 75 well
Location : East locations developed,
Employment widely heavy
6000 dispersed emphasis?
Site 3 very 50% 5 locations some
Location: strong | Heavy research geographically | emphasis
Midwest orientation— dispersed
Employment more specialization
3600
Government
facility
Site 4 very 20% 5 locations Some
Location: West| strong dispersed but emphasis but
Employment the majority no formal
13,000 are in one policy?
state
Site 5 very 20% 4 locations but | next to Site
Location: West| strong the majority 2 the most
Employment are in one emphasis and
10,000 state development
of an internal
market

A central clearing house has been established for some engineer-scientist

positions.

This site’s policies actively support intracompany movements and

there are rules to regulate the flow between departments or sites of this organi-
zation. One rule is as follows: The employee’s supervisor must approve the
move and he can refuse if (1) the employee has been on his present job for
less than one year; (2) the new position is not at least a two level salary
increase, and (3) the new position is not a significant change in status. Also
there is a list of open jobs and available people which is distributed throughout
the company each month.

2 A personnel specialist at this location noted in an interview that “internal
transfers between departments and even within departments are largely in-
formally arranged and unsystematically completed.”

operates. One major factor in this environment is the nature of the
employing organization and the personnel policies it pursues. Earlier
writers have discussed the role of the employer but there has been
little empirical evidence to support their hypotheses and to add im-
portant detail to our understanding of the allocation process. Parnes
has hypothesized that greater intrafirm mobility may be at least a
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TABLE II
Percentage Distributed of Age by Site
Not Average
Under 30-34 35-39 40and | Ascer- Total Age
30 over tained (Men)
Site 1 23 34 21 20 2 100 347
Site 2 22 34 21 23 100 348
Site 3 34 23 18 25 100 34.1
Site 4 30 24 19 26 1 100 34.8
Site 5 32 22 19 27 100 34.6
Total 31 24.5 19 25 5 100 34.5

The median age is 33.
Approximately 11 percent are over the age of 45.

TABLE III
Educational Attainment by Site
Not
Ascer-
Bachelor’s Graduate tained Total
Site 1 70 25 5 100
Site 2 80 18 2 100
Site 3 70 28 2 100
Site 4 72 23 5 100
Site 5 80 19 1 100
Total 73 25 2 100

partial cause of the observed long run decline in mobility. The im-
pact of intrafirm movement has usually been missed for “the vast
majority of the studies of labor mobility have not dealt with these in-
trafirm occupational shifts at all”® Shister has stated that “par-
ticularly in the ‘larger’ firms, the greater opportunities for upward
occupational movement will reduce the volume of horizontal mobility,
other things being equal.” 8

The contours of an internal market and its influence on mobility
will be related to the following factors:

(1) The available internal market for a given class of workers
bears a direct relationship to the size of the organization and its
growth experience. It could consist of a one-plant company and in-
ternal moves would take place within that plant. It could also consist
of a cluster of plants in a local labor market. There the internal

5 Herbert Parnes, Research on Labor Mobility (New York: Social Science
Research Council, 1954), p. 131.

¢ Joseph Shister, op. cit., p. 52. See footnote 3, page 2, for his mobility
definitions. A. M. Ross in “Do We Have a New Industrial Feudalism?”,
American Economic Review (December 1958), p. 914, is convinced that this
relationship is well established.
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market could include transfers from plant to plant but with no geo-
graphical change. The case here is of organizations with plants or
sites geographically dispersed and in other product markets. This
means the internal market may have an industrial and geographical
dimension. This would permit an industrial and geographical shift
without a change in employer.

(2) The internal market will also be conditioned by the degree
of specialization among the workers or the existence of non-competing
groups. It may be that the scope is narrowed considerably for a
specialist and his main opportunity is outside the present organization.
It might mean that the apparent industrial and geographical dimen-
sion to the internal market is nonexistent. This will vary from one
occupational specialty to another. A cost accountant would have full
use of the market while an engineer who specializes in heat transfer
would be much more limited internally. Also, the availability of
managerial positions will condition the amount and pattern of move-
ment in the internal market. Fewer management positions, with other
factors the same, will reduce the opportunity for advancement and
reduce the extent of internal movement, for managerial channels may
often provide an independent avenue for advancement.’

(3) The available market may not be utilized fully unless the
organization develops the internal market as a matter of general
policy implemented by specific procedures. A general policy found in
_ each organization in this study is the following:

To fill job vacancies by promotion from within the company

whenever present employees are qualified.

A specific policy would be the use of a data processing system to
set up a central manpower inventory for the organization. This was
operating in one company in our study. The development of specific
policies will determine the degree of emphasis an organization places
on the internal market.

Whether the internal market is used with other factors the same,
will depend on an evaluation by the organization of the relative costs
of recruiting outside or transferring inside. This involves an analysis

7"See Harold Wilensky, “Work, Careers and Social Integration,” Interna-
tional Social Science Journal (Fall 1960), p. 556. Wilensky discusses the
structure of organizations and occupations and their mobility consequences.
The variables he uses are organizational hierarchy, ratio of managers to those
managed, growth, length of training, and geographical location. The engineer-
scientist market provides an excellent example of the mobility consequences of
these variables.
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of relative salary and fringe costs, training costs, and recruiting costs;
a judgment on the possibility of quality differences and some estimates
of the relative vacancy period. Of course if demand is growing and
changing rapidly in all parts of the company then the resources in the
internal market are insufficient and external recruitment is necessary.
If a policy of stockpiling is followed, for strategic purposes, a large,
well used, internal market will probably reduce the period of under-
utilization for those in industry.

From the individual’s perspective, his judgment on whether to
move in the internal market or outside of it will be related to an
evaluation of both markets with the appropriate risk factors attached.
The prospects of the organization, whether he is in his home area,
and the costs of movement are a few of the important factors in this
decision.®

Operationally, an intrafirm move or mobility in the internal market
includes every change in position while still employed by the same
employer. The type of work and/or the level of the employee in the
organizational structure may be changed and in some cases this may be
coupled with a change in geographical location. Each such change will
be counted as an intrafirm move.® An example may be helpful:

Internal Moves of One Engineer

1/53-6/57 Rocket Corporation Junior-Test
Boston, Mass. Engineer
6/57-7/59 Rocket Corporation Senior-Test
Boston, Mass. Engineer
7/59—present Rocket Corporation Engineering
New Haven, Conn. Chief Test
Group

Interfirm mobility counts all time spent with one employer as one
job. It disregards changes in responsibility and type of work made
during the period with each employer.

8 A reorganization of the plant or company could also lead to increased
internal movement, some of which might be involuntary. This does not appear
to be the case here, but it cannot be entirely ruled out as a factor explaining
some of the differential between sites.

® The author coded the positions using a consistent standard from site to
site. This was based on his judgment gained from experience in the industry
and information gathered during the study. It is believed that the internal
figures are understated because the mailed questionnaire is limited when dealing
with information of this nature.
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The survey data are analyzed in Table 4 by total mobility and its
components and a measure of geographic mobility for each site. Column
1 gives the percentage of those who have had a move either in the
internal or external market. Column 2 and 3 give the figures for those
who have been mobile internally (column 2) and interfirm (column 3).
The final column gives a measure of those who have had some inter-
state mobility. This was also measured as moves between labor
markets and the relative positions of the sites remained unchanged.
The data show the same relationships when standardized by labor
market exposure.

Site 2, as indicated in the description provided earlier in the paper,
is a part of a large, geographically dispersed organization which has
shown moderate growth in recent years. It has specific internal market
policies and a variety of opportunity in the market due to product
diversification. The employees at this site are high in total moves with
most of their activity in the internal market. The interfirm experience
is relatively low. Yet, geographical shifts are relatively high, indicating
a substantial geographical scope to the internal market. The impli-
cation is that internal mobility substitutes for external movement in
this market without diminishing and in fact increasing the geographical
content of mobility. To control the internal market exposure a sample
of respondents was selected from each site that had started work in
the same year for their present employer. For example, the internal
mobility was measured for those who started work in 1955 and 1956
with their present employer. The ranking by sites was undisturbed;
Site 2 still had the greatest volume of internal movement and Site 3 had
the least.

Because they have had a similar growth experience and are in the

TABLE IV
Percentage Mobile by Site on Each Mobility Dimension
1 2 3

General Internal External 4

Mobility (Intrafirm) (Interfirm)* Geographic
Site 1 79 44 64 55
Site 2 94 62 49 69
Site 3 67 34 46 42
Site 4 79 49 54 39
Site 5 84 42 72 52
Total 79 45 58 45

* There is very little mobility between the organizations in this study. This
is contrary to what was expected at the beginning of the study.
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same product market, Site 1 and Site 2 can be conveniently compared.
The main differences between the sites are the size and use of the
internal market and, possibly, some difference in recruiting policy. Re-
cruiting at entrance levels from recent college graduates and pro-
motions from within will focus market emphasis primarily in internal
activity. If recruiting is from other industry sources, the external
movement index will increase. The tentative conclusion drawn from
these comparisons is that the internal market supported by a college
recruiting emphasis holds more engineers and scientists in the organiza-
tion and yet gives them substantial flexibility internally.

Again, the nature of the internal market can be seen at work in
Site 3, a government research establishment with a relatively flat
management superstructure. There is less internal movement here
because of relatively fewer vertical channels and a higher degree of
specialization among the engineers and scientists creating more non-
competing groups internally. While a good share of their professional
careers have been spent with the same employer, much less internal
movement has taken place than is found at Site 2.

Sites 4 and 5 offer less clear conclusions. Site 5’s experience in-
dicates somewhat greater recruitment from other employers from some
geographical distance. This is probably due to the pressures of rapid
growth in a relatively new industry.

From another perspective, there is a wide site-to-site variation in
the ratio of man-years with present employer to man-years as a pro-
fessional. This is a partial measure of career movement by site and
results from the whole complex of location preferences, personnel
policy, recruiting emphasis, and the growth pattern of each organiza-
tion. Table V illustrates this pattern from site-to-site.

SuMMARY AND CONCLUSIONS

The organizational variable has been neglected in most labor
market studies. However, it seems apparent that the internal market
and correspondingly the organization—its structure and its policies-—
add an important dimension to labor market studies. The internal
market has its impact due to factors of size, location, hierarchy and the
extent of skill differentiation. The access to an internal market may be
a major factor in explaining the consistent finding that mobility
(external) is lower for white collar workers. It may also be a factor
in explaining the decline in quit rates from earlier periods.
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TABLE V

Ratio of Respondent’s Years with Present Employer to Years as a
Professional (Measured from First Professional Position)

Man Years
Average Average .
Man Years Man Years Wgh Plresent
with Present asa mployer
Employer Per Professional Man Years as
Respondent by Employer Professional
Site 1 6.4 11 .59
Site 2 81 10.7 75
Site 3 7.2 10.5 .68
Site 4 5.3 10.2 .52
Site 5 4.3 9.7 44
Total 5.8 10.2 .57

This study made only a beginning at measuring intrafirm move-
ment and found that the scope and use of the internal market varied
substantially from one organization to another and appeared to play
an important role in altering the patterns of mobility. The internal
market appeared to substitute for interfirm movement in one case and
yet those with a strong attachment to the internal market also had
substantial, geographical, and occupational movement. Organizations
with a large, well-used internal market and with a recruiting policy
that emphasized local market sources could expect to be more suc-
cessful at holding their employees for a larger share of their pro-
fessional careers.

The independent effect of the organization means that some addi-
tional dimensions of mobility can, within limits, be controlled through
appropriate policies. If the internal market concept is supported by
transfer and other personnel policies and complemented by recruiting
practices the organization can exercise some degree of control over
the incidence and patterns of mobility.

Decisions on organizational structure, location, product orientation
and diversification and recruiting emphasis should take into considera-
tion the impact various alternatives have on the volume and patterns
of internal and external mobility.

The study of the internal market has important implications for
labor market theory and policy. As an allocating mechanism, its use
may reduce the risk of a lengthy vacancy that might occur if more
uncertain sources are used. In addition, internal markets may permit
a more rapid geographic response to supply and demand changes in
different labor market areas. This, then, adds another dimension to



274 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

the firm’s supply curves for specific occupations making them some-
what more elastic and certainly more predictable.

The use of the internal market can also contribute to a more
flexible and adaptable work force for the evidence (not reported on
here) is that in some organizations internal moves are more complex;
that is, more likely to involve occupational and industry changes than
interfirm moves. Finally, its use may reduce the costs of movement to
the individual worker and instead shift this cost to the organization and
ultimately to the consumer and public. It is the policy of the organiza-
tions in this study and also in most of industry to pay a good share
of the transfer costs of these internal moves for their technical and
managerial employees.

On the negative side, a well developed internal market coupled
with a recruiting policy that emphasizes new hires at entry positions,
may increase the “balkanization” in the labor market by building
organizational barriers or enclosures in addition to the usual skill
barriers. This can increase the importance of the first job and place
an additional premium on labor market information in the selection
of the first job. A related problem seen by some management personnel
in this study is that an organization with a large, well used internal
market may tend to hold on to the average employee while continuing
to lose the above-average workers. Their feeling is that the internal
market can become a haven and lead to inbreeding unless carefully
watched.

It may also make the process of stockpiling engineering talent less
costly because in a large organization with a developed internal market
the period any one engineer or scientist may be underutilized due to a
contract change or a delay in the completion of a proposal is probably
less than in other situations.

Overall, once a worker is in a large internal market he probably
reaps substantial benefits of additional training opportunities and
diminished career risk. The negative aspects could be blunted to some
extent by the encouragement of industry and regional manpower pools
and transfer arrangements. This, however, awaits the emergence of
new levels of cooperation between public and private groups in the
manpower sphere.

While the craft worker has great opportunities for horizontal or
interfirm movement but usually no internal market, and the industrial
worker has the internal market but little external mobility, the technical



INTERNAL LABOR MARKETS 275

worker has both markets available to him: the external market with
market forces dominating the scene and where competition appears to
work well and the internal market where rules play a central role.

The use of the internal market concept opens up new avenues for
future research that should add important knowledge to our understand-
ing of labor markets. The concept of a complex organization is now
included in models of decision making in the theory of the firm and
it would seem imperative to deal with the impact of the large scale
organization on labor markets. This will enable us to focus on mobility
in the more complete context of career development.

While the concept of an internal market may appear to be a re-
search thicket, it must be grappled with if we are to understand the
true contribution mobility makes to efficiency in our labor markets and
the contribution it makes to the fullest development of our human
resources.
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Continuing changes in the composition of the demand for labor,
and the even more dramatic shifts in the size and composition of the
labor force are receiving well-deserved attention. These changes will
severely test the adaptability of our labor markts.

One important aspect of this adaptability is the operation of market
information systems and their ability to adjust to modifications in the
markets they serve. The President’s Council of Economic Advisors
recognizes the importance of these information systems by noting that,
“For the labor market to operate efficiently, . . . workers must have
knowledge of alternative employment opportunities, and employers must
have a means of making their needs known.” !

Information systems are put under particular stress in situations
characterized by a substantial growth or decline in the number of
available jobs. In this paper we examine the information systems in
two such situations in Chicago: the market for key punch operators
and for unskilled Negroes.

The key punch occupation has been characterized by tight supply
and substantial growth over the last several years. Total employment
of these workers more than doubled in the Chicago area in the ten-
year period ending with 1963.2 In contrast, the market for unskilled
workers has been marked by oversupply, and employment problems are
particularly acute for members of minority groups. Virtually every

* The data on which this study is based were collected while the authors
were on the staff of the Chicago Labor Market Study (hereafter called
CLMS). The CLMS is presently being conducted at the University of
Chicago under the direction of George P. Shultz and Albert Rees. We are
thankful to them as well as D. V. Brown, C. A. Myers, A. J. Siegel and A. R.
Weber for many helpful comments on earlier drafts.

1U. S. President, Economic Report of the President, 1965 (Washington:
U. S. Government Printing Office, 1965), p. 130.

2The Bureau of Labor Statistics Occupational Wage Surveys for Chicago
show that key punch employment in Cook County increased from 2810 to 6222
between 1954 and 1963.

276



INFORMATION SyYSTEM IN LABOR MARKETS 277

job displacement study has found that reemployment opportunities for
unskilled Negroes are severely limited.® Current Population Survey
unemployment data support these findings,* as do local figures. This
analysis, then, will provide the opportunity to examine information
systems and how they adapt in two contrasting “structural” situations;
one in which there is a shortage of workers, and one in which there is
a shortage of jobs.

THE OPERATION OF LABOR MARKET INFORMATION SYSTEMS

Information systems in any market have the function of bringing
buyers and sellers together. A variety of methods are used for this
purpose in the labor market and these methods are usually divided
into formal and informal. Informal methods include gate applications
and personal referrals. Formal sources are employment agencies, both
public and private, newspaper want-ads, unions, schools, etc. There
are many sources to pick from, and most labor market studies have
found that blue collar workers generally use informal methods to get
jobs,® while white collar workers often rely on formal methods.® These
usage patterns are undoubtedly affected by labor market conditions,
and we will consider this factor in our analysis below.

Since workers and employers presumably use the lowest cost infor-
mation channels available, other things equal, it is important to con-
sider the source of financial support for various intermediaries. In
loose markets we would not expect employers to pay for information
about job seekers, while in tight markets they may be required to do so.
Similarly, in the unskilled market the job seeker pays private agency
fees while in the key punch market in Chicago this happens only rarely.
Of course a number of formal intermediaries are supported from tax
revenues or charitable contributions and are “free” to the job seeker
and employer.

3For a summary of the findings of a number of studies on this point see
William Haber, Louis Ferman, and James R. Hudson, The Impact of Tech-
nological Change (Kalamazoo, Michigan: W. E. Up]ohn Institute of Employ-
ment Research, September, 1963) pp. 16-19.

¢ Negro unemployment rates are running just under double the white rates.
See Employment and Earnings, U. S. Department of Labor, April, 1965.

% Many of these are summarized in Herbert S. Parnes, Research on Labor
Mobility (New York: SSRC, 1954) pp. 164-5.

®George P. Shultz, “A "Non-Union Market for White Collar Labor,”
Aspects oé Labor Econmmcs (Princeton: Princeton University Press for the
National Bureau of Economics Research, 1962). Eaton Hall Conant, “Wages
and the Behavior of Firms and Workers in a Clerical Labor Market” (un-
published Ph.D. dissertation, University of Wisconsin, 1960), p. 115.
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Our investigation of the information systems in the key punch and
unskilled markets is primarily directed at the adaptations these sys-
tems have undergone as a result of changing labor market conditions.
How and why do additional sources of information about job seekers
and job openings develop? What form do the information sources take
and how effective have these adaptations been?

THE INFORMATION SYSTEM IN THE MARKET FOR
KEeEy Puncu OPERATORS IN CHICAGO

Information about Chicago key punch jobs and workers is pro-
vided by several kinds of formal intermediaries, as well as by informal
information channels. Table I gives an indication of the relative
importance of the various information channels in this market.

The individual channels serve somewhat different clienteles, and
their relative importance has varied as the market has grown. Char-
acteristics of each channel are summarized in Table II.

Perhaps the most interesting information channel in this market
is the private employment agency. There are well over a hundred of
these agencies that have at some time placed clerical workers in
Chicago, and most of them have acted as intermediaries in the place-
ment of key punchers. These agencies are widely scattered, and they
tend to serve local sub-markets within the Chicago area.

The general clerical agencies have served the key punch market
during all of the 195463 decade, but they have increased in importance

TABLE 1

Sources of CLMS Key Punch Operators Hired Between
January 1, 1961 and June 30, 1963 *

Source Number Per Cent

Walk-in 26 9.0%
Employee referral 101 34.8
Other referral 6 2.1
Newspaper want ad 40 13.8
Private Employment Agency 29 10.0
State Employment Service 9 3.1
High School 9 31
Private training school or IBM 43 14.8
Rehire 24 8.3
Miscellaneous 3 1.0

Total source known 290 100.0%

Source unknown 64 (18.8%)

* Table restricted to hires in this period to reduce the impact of market
fluctuations on employment activity.



TABLE II

Characteristics of Major Information Channels in the Key Punch Market in Chicago

Sample
Channel Fee Applicants Using Area Served Employers Using Share
Private employment Usually Experienced and Trainees Desire to avoid
agencies employer Mostly from newspaper ads Local screening costs 10.0%
Newspaper wantads Employer Experienced and Trainees Metropolitan Willing to incur
Readers of the paper or local screening costs 13.8%
High Schools Free Trainees—recent graduates Mainly local Able to use trainees 3.1%
State employment service Free Experienced and Trainees Chicagoand Willing to screen or
Usually unemployed suburban accept low quality 3.1%
International Business Experienced and Trainees . IBM customers willing
Machines Corporation Free Unemployed only Metropolitan | to screen or accept
low quality 14.89%
Private training schools Free Trainees—recent graduates Metropolitan | Able to use trainees 14.89%
Employee referrals Free Contact of present Most employers prefer
employees | . this channel on
grounds of superior
applicant quality 34.8%
Walk-ins Free | e e i 9.0%
Rehires Free Formeremployees | . | 8.3%
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as the market has grown. While 10 per cent of the CLMS key punchers
hired after 1961 were recruited through this channel, only 4 per cent
of those hired before 1961 went through agencies.

There are two agencies that specialize in data processing occupa-
tions, one founded in 1955, the other in 1962. Both are located in
downtown Chicago, and neither has ever had an important percentage
of total key punch placements.

The agencies’ nominal fee for key punch placements was 72 per
cent of the first month’s salary at the time of the study. Most Chicago
agencies advertise “never a fee to the applicant,” except in the Indiana
portion of the area. In practice, it appears that there is a good deal of
variation in the amount of the fee, and to a lesser extent, in who pays
the fee.

Agencies do not place all their applicants or fill all their job orders.
One agency was currently filling about one-fifth of its job orders, and
was placing a comparable proportion of its applicants. The agency
manager said that this performance was typical, and visits to other
agencies confirmed his estimate.

In return for their relatively high charges, agencies offer employers
prescreened applicants and fast service. They attract applicants
primarily through newspaper ads which list their most opulent job
orders.

Newspapers have always been important in disseminating informa-
tion in the key punch market. There are four metropolitan and dozens
of suburban, ethnic, and neighborhood newspapers in the Chicago area.
Although not large individually, the non-metropolitan papers are
collectively very important in the key punch and other clerical markets.
The publishers of these papers point to the selectivity of their reader-
ship in promotional material, particularly with regard to ethnic char-
acteristics. This homogeneity of readership reduces screening costs and
is a major factor in the popularity of the neighborhood papers among
employers seeking clerical workers. Ads in metropolitan papers are
likely to attract a large number of clerical applicants, and so these
are used primarily by larger firms. The cost of want ads is a small
fraction of the typical agency fee, but ads are less effective in pre-
screening applicants.

Whereas both private agencies and newspapers charge fees for their
services, many intermediaries do not. The Illinois State Employment
Service serves clerical occupations through one city office and nine
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suburban offices.” The Indiana part of the area is serviced by three
offices of the Indiana State Employment Service.

In June and July, 1964, the Chicago clerical office reported the
following placement activity.

Total job orders 2450
Total applicants 8666
Total placements 1370

Most of the employment service applicants are unemployed, and
unemployment has negative quality implications in tight markets such
as the key punch market. Thus the employment service may be said
to specialize in low-quality clerical workers.

International Business Machines Corporation also served unem-
ployed workers.® Before 1959, IBM was a major factor in the key
punch market in Chicago, with placements averaging over two hundred
per year. Between 1959 and October 1963, when the office was closed,
IBM played a less important but still substantial role.

In addition to walk-ins and referrals by customers, IBM took non-
customer trainees during most of the period when the placement office
was open, and they attempted to find jobs for those trainees who de-
sired placement assistance.

Prior to 1957, IBM and the other equipment manufacturers con-
trolled all formal training of key punch operators. In 1957 private
training schools began to appear. There are now several of these
schools in the area, concentrated in the central city. They provide
employers with a source of trained, but inexperienced workers.

High schools are another source of inexperienced workers. Each
of the Chicago public high schools operates its own placement service.
Three large public utilities, able to hire a large number of inexpe-
rienced workers each year, were the only CLMS employers that made
heavy use of high schools for recruiting clerical workers. Many other
employers noted that their need for trainees was too sporadic to allow
them to establish the contacts with teachers that are necessary for
successful school recruiting.

Despite the proliferation of formal intermediaries in the Chicago
key punch market, the majority of placements are still made through

* Prior to 1962, the clerical market in Chicago proper was served through
a group of neighborhood offices.

8 IBM served only unemployed applicants, as the company did not wish to
be charged with “stealing” workers from one customer for another.
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informal channels. Interviews with CLMS employers and workers help
explain the popularity of such channels. Employers usually based their
preference on the low cost of such channels, and on the superior
quality of employee referrals.

The referral channel also has advantages for the job-seeker. His
ability to find out in advance what a job will be like may be substantially
improved by his having a friend at the place where he is considering
applying.

While employed workers were the source of over one-third of the
CLMS key punch operator placements, less than 10 per cent of the
sample placements were walk-ins. This is encouraging, because appli-
cants who use this method of search are likely to be less informed than
are workers using other sources.

A third informal channel, rehires, is an efficient one for both workers
and employers because of the large amount of information they possess
about each other. There is no need for a trial period on either side.

Rehires have become increasingly important as the key punch market
has aged, and a reservoir of experienced workers moves in and out of
the labor market, and from job to job.

THE INFORMATION SYSTEM IN THE MARKET FOR
UNSKILLED NEGRO MALES

In contrast to the conditions in the key punch market, the demand
for unskilled Negroes has become severely depressed. For that reason
we concentrate more on the efforts of job seekers to find work than on
the recruitment activities of employers. As the market for an occupa-
tional group deteriorates we would expect informal sources of informa-
tion about jobs to become less effective. Random gate applications will
turn up relatively fewer job openings when markets are loose than when
they are tight. Similarly, sources of job information from friends and
relatives will dry up since the unskilled job seeker will probably asso-
ciate with people who are also unskilled and unemployed. It would
seem unusual for unemployed job seekers to have information about
openings to pass on to unemployed friends and relatives.

Formal sources also become less effective as the market weakens.
First, the employer-paid formal source (i.e. newspaper ads) virtually
disappears. Second, the formal agencies must search more widely in
efforts to find an opening for a client. This decrease in effectiveness of
formal sources, however, is less serious than in the case of informal



INFORMATION SYSTEM IN LABOR MARKETS 283
sources because of the ability of such agencies to exploit their spe-
cialization. That is, when it takes a job seeker an entire day to apply
at five factories to find an opening, and a counselor at an employment
agency can conduct the same search activity in fifteen minutes, it is
more economical for the job seeker to use the agency.

In the tabulations below which bear on the relative use of job
search methods we separate newspaper want-ads and unions from other
formal sources because these are special intermediaries in the Negro
unskilled market. Employers pay for ads and we are interested here
in shifts to sources supported by job seekers or the public. Further-
more, there is some question about the ability of Negroes to gain
access to union sources.

Over three hundred unskilled Negroes were interviewed at a variety
of intermediaries in Chicago in 1963-64. Of these, 151 reported dif-
ferent jobs as their first in Chicago, their longest and most recent.
The method used in finding each of these jobs showed a marked shift
from informal sources to formal agencies over time, ie. from the first
to the most recent, as shown in Table III.

Support for these findings was contributed by other CLMS data.
In this case we can contrast the experience of whites and Negroes
(see Table IV). Since unemployment is more serious among unskilled

TABLE III
Methods Used by Negroes to Find Various Jobs in Chicago

Percentage Distribution
Jobs in Union,
Chicago Formal Newspapers
Informal Agencies and Other N
First 849% 9%* 7% 151
Longest 82 10 7 151
Most Recent 66 21* 13 151
* Differences between these percentages significant at the 19, level.
TABLE IV
Method Used to Find Present Job
CLMS Material Handlers and Janitors Hired
Between January 1, 1961 and June 30, 1963
Union,
Formal Newspaper,
Group Informal Agencies * and Other N
Negroes 67% 24% ‘ 9% 119
Whites 77% 6% 17% 223

¢ Difference between percentage of whites and Negroes using formal
agencies is significant at the 1 per cent level.
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Negroes than unskilled whites, we would expect Negroes to rely more
heavily on formal agencies.

This discussion must be matched against the conceptual framework
of earlier studies which indicates that employers, when faced with a
softening labor market, shift their recruitment efforts from formal
sources such as private agencies and newspaper ads to informal walk-
ins and personal referrals.® The employer moves from the expensive
to the inexpensive sources of recruitment. But in the unskilled market
none of the formal intermediaries impose a direct cost X° on the em-
ployers, and the contacts are virtually always initiated by the agencies.
Hence, the two sets of data are not contradictory.

If, as Tables III and IV suggest, informal sources are relatively less
effective, what has occurred in the market as an adaptation to this
event? For one thing there has been a proliferation of new inter-
mediaries and in some cases additional programs by traditional agencies
to fill the gap left by the deterioration of the informal sources. That
is, as it has become necessary for job seekers to intensify their search
activity, institutions have developed to facilitate this effort. The devel-
opment of these institutions, it should be noted, is related to many
factors; civil rights activity, greater public awareness of social problems,
etc. as well as to economic conditions.

The largest single placement agency in the Chicago unskilled
market is the Illinois State Employment Service. The General In-
dustrial Office handles the placements of a large proportion of the
unskilled workers who use the State facilities. In 1962 a consolidation
of facilities from six neighborhood offices to one large loop office
alleviated some administrative difficulties and had the further salutary
effect of preventing employers from using the Employment Service in
a racially discriminatory way. Under the old system, the employer
could place a job order with a branch of the ES in a white neighbor-
hood and practically ensure that he would not have any Negroes
referred. With the centralized office this approach to hiring is im-
possible. The consolidation did, however, seriously affect the accessi-
bility of the SES, and in general increased the transportation costs of
its clients.

The General Industrial Office devotes considerable resources to

® Richard C. Wilcock and Walter Franke, Unwanted Workers (Free Press:
Glencoe, 1963) p. 130.

* Some impose greater screening costs than others.



INFORMATION SYSTEM IN LABOR MARKETS 285

developing job orders. During July, 1964 (which was described as a
typical month) its fifty-four counselors made 1,724 telephone contacts
with employers and carried out 244 plant visits. These activities brought
in 1,479 job orders but in that month there were 20,538 applicants
of whom only 2,098 were referred to jobs.

Another government agency which plays a large role in the place-
ment of unskilled workers, particularly Negroes, is the Welfare Re-
kabilitation Service of the Cook County Department of Public Aid.
The WRS was originally established to train handicapped workers but
since about 1958 it has become involved directly in the placement of
employable relief recipients. As such it averages about 1,000 place-
ments a month.

The 1963 Chicago Classified Telephone Directory listed thirty-five
private employment agencies, which, according to their ads, make place-
ments in the unskilled market. Eleven of these ads included a specific
racial reference. For example, one agency would provide “white and
colored” workers and another listing mentioned “Colored Help.” The
1964 Directory listed only three agencies with racial references in their
ads as a result, no doubt, of pressure from civil rights groups and
sterner enforcement of the State FEPC.

Many of these agencies specialize along occupational or industry
lines and, although it is difficult to document, there is undoubtedly
specialization in regard to quality of clients. An employment agency
owner we interviewed made it clear that he referred applicants who
did not meet his standards (under 45, clean-cut, good work history)
to the agency upstairs which had lower standards and less attractive
jobs listed.

From the qualified job seeker’s point of view, one of the benefits
of using agencies is that they can generally provide jobs quite quickly.
As one user of such agencies said, “Otherwise you spend your time
looking on your own and in a couple of weeks your money is all gone
and you can’t even afford to buy a job.”

In recent years a number of new charitable agencies have joined the
long-established ones in providing job information to unskilled workers.
Thus the Urban League, established in 1916, has been joined by the
Seventeenth Ward Free Employment Service, the Greater Harvest
Baptist Church, the Lawndale Interracial Missionary Baptist Church
and others. These agencies are uniquely convenient to the Negro un-
skilled job seeker. All are located in Negro neighborhoods and each
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one has the ability to spread the knowledge of its services easily
throughout the local community.

The importance of availability and convenience was made clear
during an interview of a job seeker at the Welfare Rehabilitation
Service. This man had been out of work for a week and was ineligible
for UCB. He had been looking for a job throughout the week and by
Friday had exhausted all his savings and was already in debt to the
local grocer. As a result, he was unable to afford care fare and had
walked from his home to the downtown WRS office to apply for an
emergency relief grant to provide food for his wife and infant son over
the weekend. His apartment was approximately eleven miles from the
Welfare Rehabilitation Service.

The Urban League is working on special programs to place the
unskilled. Three of these programs were underway or in the planning
stage at the time of our study. One involved training gas station
attendants in conjunction with Shell Oil Company and another pro-
vided taxi drivers to Yellow Cab Company. A third was designed to
train flat and industrial janitors in cooperation with the Building Service
Employees International Union. No final results were available but
initial progress was very encouraging. Strictly speaking, these are
training, as well as placement programs, but their actual training con-
tent is limited. More broadly, they represent an attempt to extend
the search efforts of the workers involved by providing work orientation.

While the smaller and newer agencies had only limited resources to
devote to placement activity they were closely attuned to the needs of
the local community and their communication networks are excellent.
(One such agency used hairdressers and barbers to spread the word
about the various employment programs it was conducting.) Sim-
ilarly, because a group of prominent Negro citizens felt that many
Negroes were failing to take advantage of the programs available
under MDTA since they were unaware of them, an office was estab-
lished in the heart of the Negro community to publicize these programs.

THE EFFICIENCY OF THE INFORMATION SYSTEM

The highly specialized information system in the key punch
market appears well-suited to the needs of employers. The abundance
of channels allows the employer to select his least expensive source
and move to progressively more costly ones if his preferred source
does not meet his needs. Several channels (for example, want ads



INFORMATION SYSTEM IN LABOR MARKETS 287

and agencies) provide workers with quick ways to get information
about jobs and wage rates, and in this sense the information system
appears adequate from the workers’ viewpoint as well. This is reflected
in the fact that 87 per cent of the key punchers interviewed had
never been without a job and looking for work for as long as 30 days
and only four had been in this position more than once.

The key punchers were also asked, “What did you know about the
wage you would receive at this company before you applied here? The
152 usable replies to this question are summarized below. Furthermore,
it appears that those with information about the firm they chose also
had information about other openings; the rank correlation between
firm wage level and the percentage of workers in each firm who pos-
sessed wage information was .40, significant at the 5 per cent level.

Amount of Wage Information ¥ Number Percentage
Knew specific wage 19 12%
Knew approximate wage 42 28
Knew only fringe benefits 9 6
Knew nothing about wage 82 54

How effective have the adaptations in the unskilled Negro market
information system been? It should’ be noted that a number of the
institutions which are active in this market are socially oriented and
non-economic, and this makes it difficult to develop a strict judgment
as to their efficiency. It seems clear, however, that as the usefulness of
informal sources of job information declined, and more intensive job
search methods became essential, a variety of institutions of specialized
character evolved to help effectuate this intensified search effort. These
agencies provide information to clients of disparate needs and back-
grounds, and use imaginative and apparently effective channels of
communication.!3

From the employers’ side, it appears that the present information

In a half-dozen cases, the investigators put individuals in the “knew
approximate wage” category even though the respondent said that they had
no wage knowledge. In each of these cases, the interviewee’s husband, sister
or friend worked in the data processing department at the company at the time
the interviewee applied for the job, and we believed that it was not conceivable
that the interviewee literally “knew nothing about wage.” On the other hand,
when the interviewee reported no wage knowledge and had a friend or relative
at the establishment (but not in the data processing department) we put the
response in the “knew nothing about wage” group despite the possibility that
these individuals had at least some information about the firm’s wage level.

2 Conversely, much of the literature suggests that there is a shortage in
this market of information on openings, and that additional public resources
should be devoted to improving greatly the information flows.
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TABLE V
Percentage with Some High School or More
CLMS [ Negroes N | Whites | N
Unemployed 519% 316 I 48% ‘ 75
Employed 86 163 77 365

systems are leading to the employment of the higher quality workers.
Table V compares the educational attainment of the unemployed CLMS
interviewees with the material handlers and janitors who were hired in
or after 1961.

Not only were the employed better educated than the unemployed
(and the difference between the two groups is even greater if we use
high school graduation as the cut-off) but the schooling they received
tended to be in areas with schools that are generally thought to be of
higher quality. Thus, 34 per cent of the employed Negroes went to
school in the Chicago area and 18 per cent in the rural south; for the
unemployed Negroes the percentages were 26 per cent and 50 per
cent respectively.

Furthermore, the material handlers and janitors have not faced
frequent long periods of unemployment. In their entire working lives,
84 per cent had fewer than two periods of 30 days or more when they
were without a job and looking for employment.

The information systems in both the key punch and unskilled
Negro markets have altered form as the character of the markets has
changed. This suggests that there is no “ideal” information system,
and that it is important to retain adaptable systems in order to meet
changing needs. While this study did not attempt to measure the
speed of the information systems’ response to new conditions, it is of
course also important that altered needs be met quickly.

CONCLUSION

This paper has described and attempted to evaluate the informa-
tion systems in two labor markets that have recently undergone rapid
change. No gross deficiencies were found in either information system,
and the investigators are impressed by the coverage, adaptability, and
apparent efficiency of both systems.

While this study did not attempt to establish the possible returns
from additional investments in improving information systems, par-
ticularly in improving their ability to identify areas of concern in the
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future, it does suggest that other problems, such as inadequate demand
for the unskilled and shortages of workers in new occupations are the
important sources of our current employment difficulties. As the Em-
ployment Service, itself, recognizes “while the ultimate objective is the
placement of the worker in a suitable job, for large numbers this is
likely to be the final step in a long process designed to increase
employability.” 14

¥ Manpower Report of the President, March, 1965, p. 161.
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RoBeErRT L. ARONSON
Cornell University

Complete justice to these three papers would require an extensive
review and evaluation of the development and present state of research
on the structure and functioning of labor markets. Since time and
space do not permit such a review, let a too brief survey serve as
notice that my comments are directed at least as much to the general
state of labor market research as to these particular contributions.

By the middle, and certainly by the end, of the 1950’s, the early
postwar stream of research on labor mobility and labor market organi-
zation and structure had diminished to a small trickle. The general
conclusion of these earlier studies, that the connection between wage
determination and mobility in the labor market is at best a tenuous
one, arnd corollary propositions about mobility rates and the respective
characteristics of mobile and nonmobile workers had become assimilated
into the newer textbooks as explanation and description of the labor
marketing process. As attention was being directed elsewhere, the
acceptance of periodic study of workers’ job-changing behavior in the
Bureau of Labor Statistics’ program of labor force surveys seemed to
signal an exhaustion of conceptual and theoretical interest.

Of course, it was never claimed that the findings and conclusions
of these earlier labor market studies were to be received as definitive.
Indeed, their authors took pains not only to emphasize the limits
within which their results could be generalized, but in most instances
called attention to the empty boxes that remained.! In addition, some
defenders of the neo-classical labor market model contended that the
findings of these studies, far from constituting a successful assault
on the model’s explanatory value, strengthened its basic foundation.2
Labor market research was thus left in a state of relative inactivity,
with various central issues unclearly resolved and others yet to be
examined, awaiting fresh ideas, new supplies of intellectual energy,
and especially a stimulus to renewed interest and investigation.

1See esp. Herbert S. Parnes, Research on Labor Mobility (New York:
Special Science Research Council, 1954); Clark Kerr, “The Balkanization of
Labor Markets, in E. Wight Bakke and others, Labor Mobility and Economic
Opportunity (New York: Wiley, 1954), pp. 92-110.

2See Simon Rottenberg, “On Choice in Labor Markets,” Industrial and
Labor Relations Review (January 1956), pp. 183-199; also ibid., July 1956,
pp. 629-643.

290



Discussion 291

Efforts to find practical answers to our manpower problems—un-
employment, shortages in critical occupations, and manpower adjust-
ment to technological change-—have already reawakened interest in
the functioning and structure of labor markets. Among the leading
unresolved problems is the nature and role of labor mobility. A deeper
understanding of this phenomenon will help us to evaluate and act on
the factors that account for change in the level and incidence of un-
employment, or which govern the persistence of shortages in certain
critical occupations. Despite the recent improvements that have been
made in the organization, administration and programs of the public
employment service, many observers continue to point to the labor
marketing process as among the weaker links in our manpower system.
Our general notions about this process and the preferences of workers
and employers for certain job-seeking and hiring channels are probably
accurate enough, but also too general to provide guidance for changes
in employment service programs and operating procedures. Among
other urgent analytical needs are improvements in manpower fore-
casting, increased knowledge of skill transferability and job families,
and a more comprehensive scheme of measuring and reporting current
labor market activity.

The relevance of these three papers to needed labor market research
is readily apparent. All of them penetrate in varying degrees into
areas that have been relatively neglected and which are useful to
study. In at least one instance, we have an explanation of the logic of
on-the-job training superior to any other of which I am aware; Pro-
fessors Doeringer and Piore have done a first-rate job in showing how
such training develops as an employer response to the limitations of
the external labor market in adapting labor supply to changes in the
composition of labor demand.?® Although the critic’s task is compli-
cated in this case by the lack of a tailor-made common theme, the
conceptual and substantive overlaps among these papers are sufficiently
great that no large injustice will be done in treating them primarily
in terms of three broad issues: (1) the concept of the internal labor
market; (2) the interconnections between the external and internal
labor markets; and (3) the adaptability and efficiency of the market
mechanisms.

2(Cf. Jacob Mincer, “On-the-Job Training: Costs, Returns, and Implica-
tions,” Journal of Political Economy, Vol. 70, Supplement, October 1962, pp.
69-72; Walter Y. Oi, “Labor as a Quasi-Fixed Factor,” Journal of Political
Economy, Vol. 70 (December 1962), esp. pp. 550-552.
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1. Despite the common terminology, consideration of two of our
papers indicates that the “internal labor market” is not yet a unified
concept. Between Professor Parker and Professors Doeringer and
Piore, there are some important differences in definition and their
respective views of the origins and function of the internal labor market.
Doeringer and Piore define the internal market as congruent with the
plant or establishment, while Parker uses the firm as the relevant unit.
In the five cases in the aerospace industry which he studied, the firms
are of substantial size and in all instances include more than one plant
location; in terms of number of locations, the minimum is four, while
one firm is composed of “more than 75 locations widely dispersed.”
Since labor market areas are usually defined in terms of the effective
range of labor mobility, this is not a trivial difference in their respective
concepts. For aerospace engineers and scientists, the firm may indeed
be the relevant internal market; under present institutional arrange-
ments, however, it is very unlikely to be the relevant market for the
production and maintenance workers on whom Professors Doeringer and
Piore concentrated their attention. Indeed, as we may infer from
studies of occupational mobility, only some portions of either the
plant or the firm constitute the effective internal labor market, and
the occupational group must be specified. Professor Parker recognizes
this difficulty, but does not develop the possibility of internal sub-
markets.

There is also a sharp difference between these two papers with
respect to the origins and function of the internal labor market. For
Doeringer and Piore the origin of the internal labor market is primarily
technological, modified by the cost constraints of recruitment, hiring,
and especially training. It is the employer’s response to the inability of
the external labor market to make sufficiently fine adjustments in the
quality of labor supply to changes in the internal structure of labor
demand arising from the almost continuous variation in job content.
For the aerospace engineers and scientists, on the other hand, the
internal market develops mainly as a substitute for the external market
in providing opportunities to workers for advancement and other job
goals while minimizing the private costs of market search and move-
ment. Although the internal market in this instance may also serve
employer needs, such as a reduction in the costs of recruitment and
hiring, this seems to play a secondary role in its development and
utilization. Of course, it is possible that no real conflict exists between
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these two accounts; Professor Parker’s organizational variables (for
example, size of firm) may be proxies for certain technological deter-
minants of occupational structure.

2. Both of the papers just discussed make certain observations about
the interplay between the external and internal labor markets. I have
no basic disagreement with the observations made, but both accounts
leave some questions unanswered. If I understand his position cor-
rectly, Professor Parker believes that the internal market’s contribu-
tion to the allocation of labor is positive, tending to increase the short-
run elasticity of labor supply. It should be recognized, however, that
this conclusion may depend on the scope of the internal market and the
degree to which it constitutes a closed system. Professor Parker’s data
show that the proportion of those who have made an interfirm job
change exceeds the proportion of internal job changers. Of more rele-
vance to the case, however, is the proportion of the total movements
accounted for by each market; even on the basis of the number of job
changers, the difference is not sufficiently large in some of the cases
studied to foreclose the possibility of a substantial degree of monop-
sony. On more general grounds, the structure and functioning of the
internal labor market are probably quite dependent on the nature and
behavior of the external market. It would be extremely useful in any
case to study the former in a variety of circumstances representing
different degrees of competitive labor market structure and behavior.

Professors Doeringer and Piore have argued a rather tight case with
respect to the role of internal training, and it is entirely appropriate
that such training be viewed as only one of various modes of adjust-
ment to scarcity in a tightening labor market. Incompatibility between
job requirements and skills seems to be ever-present, however, and it
is on this account that I fail to see why internal training per se should
be more inflationary than any other mode of adjustment. This con-
clusion seems to rest on some assumptions about the institutional rules
governing the operation of the internal labor market, such as the
application of seniority in transfers and promotions. But Doeringer
and Piore also admit that such rules are not necessarily perverse in
their effects on the allocation and utilization of the work force. It
might, in fact, be argued that in many instances the rules established
under collective bargaining reduce the costs of adjustment to the firm,
for example, by reducing worker resistance to technological change. In
addition, it should be noted that, under certain piecework and incentive
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payment systems, the cost of training may be partially shifted to the
workers. Perhaps the main point is that we have insufficient informa-
tion about the cost incidence of education and occupational training
and that we need therefore to study more closely the institutional
factors involved.

Although neither Professor Parker nor Professors Doeringer and
Piore is directly concerned with the process of wage determination, it
may be useful to consider its relationship to training and labor mobility.
In this respect, the internal labor market appears to be very odd in-
deed. Generally, it is a market within which wage relationships appear
to play a minimal role in adjusting labor supply and demand; one
observer, in fact, has postulated that for a substantial number of higher-
paying jobs the number of workers in the firm or plant willing and able
to accept such jobs usually exceeds the number of opportunities. This
appears to be a function of the degree to which the technology and
product mix create a joint demand for labor.* An implication is that
the better jobs are rationed; actual interoccupational movement is there-
fore limited, though there may be substantial mobility in the “pure”
sense of a propensity and willingness to change jobs. If it is true that
a substantial number of workers potentially can move over a wide range
of jobs, which Professors Doeringer and Piore do not deny, then it is
at least open to question as to whether internal training mainly reflects
an imbalance between job structure and the labor force, or whether
it represents in some degree bad internal pricing imposed by custom
or union rule. The latter would be especially relevant in those in-
stances where, in a technical sense, the plant job structure is relatively
open to the outside market.

3. Description of changes in the information systems in labor sub-
markets is undoubtedly useful. One can readily concur with the conclu-
sion that there is no natural or “ideal” information system, and in this
respect perhaps we have been led astray (but only slightly) by the
findings of earlier labor market studies. On the other hand, I am
less persuaded that the findings reported by Professors Ullman and
Taylor really tell us very much about the adaptability of systems of
job-seeking and recruiting to changing labor market conditions.

In the case of the key punch operators, insufficient attention may
*E. Robert Livernash, “The Internal Wage Structure,” in George W.

Taylor and Frank C. Pierson, eds., New Concepts in Wage Determination
(New York: McGraw-Hill, 1957), pp. 141-143.
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have been paid to the nature of the work force. This occupation is
probably predominantly, if not exclusively, female. Because of the
volatility of female labor force participation, one can readily under-
stand, in addition to the quality factor, employer preference for such
low-cost channels as employee referrals. On the other hand, the growth
in importance of the private employment agencies and of rehires may
also be explained in terms of the nature of the labor supply. Job content
in such an occupation probably does not vary much among users, on-
the-job training is probably minimal, and it is relativiely easy to
specify and measure quality. In combination with turnover, it is
possible that these factors over time would tend to increase both the
numbers of key punch operators in the labor reserve and the usefulness
of formal recruitment channels. Though it may involve a variety of
considerations other than technical proficiency, it also may be noted
that the capacity for screening applicants was unusually important
as a determinant of the choice of information channels in this job
market.

The case of the labor market for unskilled Negroes is also some-
what ambiguous. Here, as the authors admit, social consciousness and
nonmarket factors were important in the proliferation of formal market
intermediaries and changes in the programs of existing public agencies.
Neither the Negro shift toward increased use of formal agencies of
job-seeking nor the Negro-white differential in this respect, however,
necessarily represents adaptation of the information system. A few labor
market studies based on lifetime or long-period work histories show that
the use of formal agencies tends to increase serially as a function of
labor force exposure.® Since we have no information about the relative
exposure of the white and Negro material handlers and janitors to the
metropolitan labor market, we can only speculate that this was a factor
in their labor market behavior. If, however, the former were composed
mainly of recent migrants to the Chicago metropolitan area, it could
be that their labor market behavior is largely a facet of incomplete
socialization in an urban setting.

In summary, these are three worthy contributions in an area of
labor market research that had been suffering from premature neglect.

5See Leonard P. Adams and Robert L. Aronson, Workers and Industrial
Change (Ithaca: School of Industrial and Labor Relations, Cornell University,
1957), Table V-5, p. 77. Ninety percent of the workers in the local labor
force used informal methods in finding their first jobs, but only 67 percent
used such methods in finding their current or most recent jobs.
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I share with three of our authors the conviction that studies of the
internal labor market will provide important insights into the role
and nature of the allocation process under the impact of industrial
and technological change, on the one hand, and the changing composi-
tion and character of the labor force on the other. Their research
indicates both caution in generalizing about labor market behavior
and the need for more studies of specifred occupational groups and
labor submarkets. The paper by Professors Ullman and Taylor, despite
some ambiguities in the analysis, also indicates that there are regu-
larities and patterns in the labor marketing process, which can be
revealed through systematic, controlled observation.
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From the first appearance of significant numbers of collectively-
bargained pension plans during World War II, there has been sus-
tained public interest in one or another aspect of such plans. In the
early years, there was much concern over possible abuses in the man-
agement of plans which were under exclusive union control; to this
concern may be attributed the provisions of the Taft-Hartley Act
barring the establishment of new trusteed (self-insured) plans under
the sole control of the collective bargaining representative. More re-
cently, interest has been focused on the investment policies pursued
by the trustees (management and union designees) of these plans-—
on what they do with the funds placed in their custody and why they
do one thing rather than another. It is to these questions that the
afternoon’s program is addressed.

Obviously, the threshold investment decision involves the choice
between turning the funds over to an insurance company and turning
them over to a joint board of trustees under a so-called self-insured
plan. Under the former, the first investment decision is also the last,
save for the possibilities of terminating the insurance arrangement or
transferring to a different carrier. The funds paid over to the in-
surance company are merged with its other funds and, as a general
matter, will bring a return reflecting the carrier’s earnings on its over-
all ledger assets. Neither the employer, nor the union, nor the indi-
vidual annuitant has any voice in the determination of the insurance
company’s investment decisions—any more than they would in the
investment of premiums paid for life or casualty insurance.

Under a self-insured or trusteed plan, the locus of the power to
make investment decisions is not always easily determined. Available
data do not enable us to make distinctions in this respect between
joint union-management trusteed plans and those which are solely
employer-administered, but it is clear that trust companies and similar
institutions play a large role:

... Of all the pension funds held by New York State banks in

September, 1955, 89 percent gave the trust company the respon-
bility for investment either exclusively or subject to the veto, direc-
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tion, or approval of the employer or other administrative agency;
in 69 percent the trustee alone determined the investments; in only
10 percent did the banks act simply as custodians. The tendency
to give full power to the trust company was even greater among
the larger funds.!

It may be assumed that, even where broad discretion is vested in
the corporate trustee, there will be discussions relating to policy mat-
ters, types of preferred investments, and the like. In any event, the
pension fund administrator or board (as distinct from the trust com-
pany) presumably retains the power in all instances to lay down the
general policies to be followed by the trust company, so that the
latter’s exclusive authority would seem to lie in the area of making
specific decisions (to buy this or that bond) within the framework of
the general policy. On the other hand, where the trust company’s
authority is more substantially limited, as where decisions on specific
investments are made by the fund administrator or board after recom-
mendations by the trust company, it is almost certainly true that the
“decisions” are perfunctory ratifications of the recommendations. The
likelihood is very great, in other words, that in the great majority of
cases effective power to make specific investment decisions resides in
the trust company or professional adviser (perhaps a stock broker or
investment counsel retained by the fund); the fund administrator or
board is likely to confine itself to the setting of the general policies.

II

In making the initial selection between an insured plan and one
that is trusteed or self-administered, employers and unions may be
guided by a variety of considerations: for example, familiarity with
the available alternatives, opinions as to degrees of risk involved, and
attitudes on the desirability of retaining control over large sums of
money. So far as one may judge from the explicit statements on the
reasons for selecting one medium rather than another, yield and safety
are the principal considerations—indeed, often the only ones.

Certainly, the individual employee’s own interest lies in maximizing
the yield on the contributions to the fund, consistent with safety of
the investment. Where the pension benefit is expressed as a fixed sum
based upon a specified number of years of service, the employee may

1 Comparative Regulations of Financial Institutions. Committee on Bank-
ing and Currency, Subcommittee on Domestic Finance. 88th Cong. Sub-
committee print. (Washington: Government Printing Office, 1963), p. 240.
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be avowedly concerned only with safety, though he is likely to realize
that the certainty of the full payment of the benefits after retirement
will depend in substantial degree upon the success in attaining the
actuarially-necessary yield on the contributions.

Many employers have evinced little interest in the control of the
contributions and employer-trustees have often substantially abdicated
their responsibility in the administration of ostensibly jointly-controlled
pension plans, leaving matters largely in the hands of the union
trustees. Presumably, such attitudes arise out of the notion that once
he has made the contribution to the fund, the employer has no more
concern with what happens to it than he would with an equivalent
amount paid out as wages. This may be buttressed by the practical
requirement of the Internal Revenue Code that the contributions to
the pension fund are not subject to recapture by the employer except
in the unlikely event that all obligations under the plan have been met
in full.

Yet, the more thoughtful or sophisticated employer may be very
much concerned with the success of the pension plan established for
his employees. Non-contributory pension plans considerably ante-
date collectively-bargained plans, and considerations which impel em-
ployers to provide pensions for their non-bargaining unit employees
exist also in respect to the organized employees. The failure of a plan
to produce the intended retirement benefits is scarcely to be viewed
with satisfaction, notwithstanding that the employer has made all the
contributions contractually required by him. There is, moreover, an
additional factor of great potential significance to the employer.
Collectively-bargained pension plans have manifested a persistent
tendency to enlarge the retirement benefits. Increases in the benefits
necessitate large contributions to fund the past service benefits; size-
able increases in the pension will put the fund in a constant deficit
condition with consequent pressures for larger employer contributions.
Investment policies producing a greater yield than provided in the
initial actuarial calculations may serve to cushion this impact, pro-
viding the enlarged benefits out of fund earnings rather than out of
employer contributions.

As the bargaining representative of the employees, the union’s in-
terest in the success of the pension fund is obvious. Apart from the
. prestige it may gain from its participation in the administration of a
fund which has done well, the union gains from the fact of a satisfied
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membership; at least, it avoids the hazards of a disgruntled constit-
uency faced with impairment in a major benefit. It is this last which
perhaps explains the notable conservatism of union officials in the in-
vestment of union funds and their evident penchant for investing in
government bonds.

II1

If, as appears, those immediately involved in pension funds are
interested in maximum yields and safety, though they may not agree
on how much safety to give up for how much yield, what special in-
vestment questions exist in union pension funds? Without usurping the
place of the speakers and discussants in this afternoon’s session, I
would suggest the following, among many others, as worthy of con-
sideration: What types of securities are bought by the funds? Is
there a preponderance of investment in federal bonds and other “Triple
A” holdings? What is the role of equity investments? Are equity in-
vestments made in the “general run” of corporations or are they con-
centrated within a single industry and perhaps confined to a single
company? Are such investments viewed as an instrument of potential
union control or leverage within a company? Are they a quid pro quo
for favorable treatment of the union by the company? Are invest-
ments confined to publicly held corporations? Are funds invested in
union property: e.g., union headquarters? Are investments made in
real estate equities? In mortgages? On industrial or residential prop-
erty? On insured or uninsured bases? To what extent are pension
funds invested in projects deemed especially socially-desirable: e.g.,
cooperative housing or vacation resorts for the membership? What has
been the over-all performance of the funds, compared with, for example,
insured funds? What lessons are to be learned from experience thus
far with the funds? What public policy questions may arise if, in these
or similar matters, one kind of decision is made rather than another;
for instance to concentrate on the purchase of the securities of the
employing corporation?

Our speakers will address themselves to some of these questions.
Yet the subject is too large to be dealt with thus briefly; it is to be
hoped that an increasing number of scholars will turn to research in
this field and will shed light on important facets of an activity which
affects millions of persons.
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Growth of pension fund assets has been rapid in recent years and
projections for the 1970s and beyond reach several hundred billion
dollars.! The size and potential growth of pension funds has given
support to the idea that control of these assets represents enormous
economic power.2 Until now, this power has not been exerted in a
coordinated fashion to further the interests of any particular group
other than the beneficiaries of individual funds.

In the last few years, labor unions have made some tentative
efforts to direct the investment of pension toward variously defined
social goals. In most instances, corporate management has vigorously
opposed union efforts to influence the investment of pension funds,
especially in those funds where management has unilateral control
over assets.

There are two broad categories of private pension plans subject
to collective bargaining and thus amenable, in theory, to trade union
influence. The first and largest of these categories is the single
employer or corporate pension plan and the second is the less numerous
multi-employer pension plan.

Corporate pension plans are typically administered by the sponsor-
ing company although the funds accumulated to pay benefits are
usually managed by a bank trustee or life insurance company. Assets
of insured funds are comingled with those of the insurance company
and their investment is regulated by state insurance laws. Control
over these funds is effectively exercised by the insurer alone.

In most non-insured plans, ultimate control of investments rests

* Research for this paper has been supported by the National Bureau of
Economic Research; Division of Research, Graduate School of Business, Uni-
versity of California, Los Angeles; and the United States Savings and Loan
League.

* National Bureau of Economic Research, 43rd Annual Report, May, 1963,
p. 59.

2P. Harbrecht, Pension Funds and Economic Power, Twentieth Century
Fund, (New York, 1959) ; A. H. Raskin, “Unions and Their Wealth,” Atlantic
Monthly, April, 1960; R. Tilove, Pension Funds and Economic Freedom, Fund
for the Republic, (New York, 1959); A. A. Berle, Power Without Property,
Harcourt Brace, (New York, 1959).

302



PATTERNS oF PENSIONS FUND 303

with the sponsoring company. Some companies, for example, General
Electric and U. S. Steel, manage all aspects of their pension fund in-
vestment programs including day-to-day operations. Others, like Amer-
ican Telephone and Telegraph, use a bank as corporate trustee to
make detailed investment decisions but place rather strict limitations
on portfolio policy. Still other companies, and this is perhaps the
largest group, give their bank trustee rather wide latitude as to policy
and restrict themselves to periodic evaluations of overall performance.

A fairly large number of corporate plans are jointly administered
by a board of trustees made up of equal numbers of employer and
employee representatives.? It is generally believed, however, that these
cover employees of small companies and therefore have relatively little
in the way of assets.

While the typical pattern for corporate pension funds is company
control over investments, multi-employer funds are virtually all ad-
ministered by a joint union-management board of trustees.? In many
instances, the joint board decides to delegate broad investment respon-
sibility to a bank trustee in which case the pattern of investment man-
agement does not differ appreciably from most corporate funds.
Nevertheless, a large proportion of the assets of multi-employer funds
are held by trustees who take an active part in the investment opera-
tions of the fund. The important difference, then, between multi-
employer and corporate pension funds is that the assets of the larger
corporate funds are directly removed from direct influence by union
members, beneficiaries or their representatives, whereas in the multi-
employer funds, the union has a position of influence or control over
investment policy which it can exercise or not as it chooses.

Unfortunately, the structure of pension fund administration does
not lend itself to a very useful public discussion regarding the locus
of investment control and the proper investment policies to follow.
The battle over investment policy for corporate funds usually emerges
during collective bargaining negotiations when the positions of both

3U. S. Department of Labor, Office of Labor-Management and Welfare-
Pension Reports, Characteristics of 163,500 Plans Filed as of July 1, 1965,
Table 4, p. 11. The figure for “joint employer-employee board of trustees”
includes multi-employer plans which number about 1200 to 1500. Thus, ap-
proximately 5,200 to 5,500 out of more than 31,000 corporate pension funds
are jointly administered.

*This in part reflects the fact that the Taft-Hartley Act requires a union-
sponsored and employer-financed welfare or pension fund to be administered
jointly by an equal number of employer and union trustees. Labor-Management
Relations Act (Taft-Hartley), 1947, Title III, Section 302.
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sides tend to be colored by public relations considerations. The dis-
cussion of investment policy for multi-employer plans is conducted
privately in joint union-management trustees meetings and therefore
is not in the public domain. Some discussion of the issues has cropped
up at Congressional hearings on reporting and disclosure legislation,
but, here again, the discussion of the broad issue of investment phi-
losophy has been colored by the position of the parties on the specific
legislation under consideration.®

The paper and comments to follow should help to clarify the posi-
tions of management and unions on these important issues of invest-
ment control and philosophy.

The purpose of this paper is to present data on the investment
policies actually pursued by corporate and multi-employer funds as a
background for the more philosophical discussion to follow.

INVESTMENT PATTERNS

One of the aspects of pension fund investment that has received
greater recognition in recent years is that funds can have widely differ-
ent investment goals and asset composition and still be managed wisely
and prudently. During the 1950s, the standard formula seemed to be
an ever increasing proportion of common stocks, especially of the
“blue chip, growth type,’ and heavy reliance on marketable corporate
bonds for the fixed income portion of the portfolio. In recent years
there have been some dzpartures from this formula, as portfolio
managers have experimented with private placements, ownership of
real estate and mortgage investment. Nevertheless, the formula is
strongly reflected in the pattern of corporate pension fund investment
as shown in Table I.

Since 1959, corporate funds have increased the proportion of com-
mon stocks in their portfolios by more than 10 per cent. In order to
accomplish this shift, portfolio managers have placed more than 55 per
cent of their new money in equities. Over the same period, the fixed
income proportion of corporate fund portfolios has declined by 10
per cent with only the mortgage portion showing any growth.

The asset distribution of multi-employer and union funds exhibits

¢ U. S. Congress, Senate, Hearings before the Subcommittee on Welfare and
Pension Plans Legislation, 85th Congress, Ist Session, (Washington, 1957) ;
and U. S. Congress, House, Hearings before the Committee on Education
and Labor on Proposed Welfare and Pension Fund Legislation, 85th Congress,
Ist Session, (Washington, 1958).
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TABLE I

P’ortfolio Composition of Corporate Pension Funds 1959-1964
(Per cent of Book Value)

1959 1960 1961 1962 1963 1964
Total Assets (Millions) $26,667 | $30,343| 534,302 | $38,233| $42,427 | $47,285
Cash and Deposits 1.6% 14% | 15% | 149% | 149 | 15%
U. S. Government Securitics | 8.5 7.1 6.4 6.2 5.7 5.2
Corporate Bonds 49.7 484 45.8 437 425 41.1
Preferred Stock 2.6 2.3 2.0 1.7 1.5 1.2
Common Stock 30.8 335 36.8 39.0 40.3 41.6
Mortgages 2.7 3.0 3.2 3.6 3.9 44
Other Assets 4.1 4.3 4.3 4.4 4.7 5.0

SOURCE: U. S. Securities and Exchange Commission, Statistical Bulletin,
June, 1965.
somewhat similar trends during the same period. See Table II. Com-
mon stocks as a proportion of portfolio have grown by 914 per cent
while fixed income investments have declined 8% per cent despite a
sizable growth in the mortgage area. The distribution of new money
is somewhat different with about one-third going into corporate bonds,
three-tenths into stocks and one-fourth into mortgages.

Despite similar trends over the past half decade, the portfolio com-
position of multi-employer and union funds today is still substantially
different from corporate funds. In part, this reflects differences in
investment philosophy; in part, it represents different needs.

NEED FOorR LIQUIDITY
Multi-employer funds have a greater need for liquidity and stability
of income because of the absence of a benefit underwriter. In the

TABLE II

Portfolio Composition of Multi-Employer and Union Pension Funds, 1959-1964
(Per cent of Book Value)

1959 1960 1961 1962 1963 1964
Total Assets (Millions) $1,270 | $1.548 | $1,856 | $2,209 | $2,601 | $3,040
Cash and Deposits 65% | 5.2% | 55% | 61% | 65% | 6.2%
U. S. Government Securities | 34.0 26.1 21.0 18.6 16.0 14.8
Nongovernment Bonds 28.0 31.5 321 317 31.9 31.8
Preferred Stock 1.7 1.8 1.6 14 1.2 1.0
Common Stock 14.0 17.5 204 222 224 23.5
Mortgages 123 15.1 16.4 17.0 17.9 19.2
Other Investments 1.4 1.2 1.2 1.4 2.5 1.9
Other Assets 21 1. 1.7 1.6 1.6 1.6

SOURCE': National Bureau of Economic Research study by author.
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typical corporate plan, the company agrees to pay a given level of
benefits to retirees. If contributions are insufficient to pay such bene-
fits, the company is obligated to increase its contributions. If cash
needs of the fund temporarily exceed its resources and a depressed
market makes it inadvisable to sell securities for cash, the company
can provide liquidity from its own resources.

Multi-employer funds, by contrast, are supported by negotiated
payments based upon employment or output,® and participating com-
panies are not obligated to increase payments to help the fund over
periods of illiquidity. If a strike or employment decline occurs, con-
tributions are automatically reduced. At the same time, benefits fre-
quently rise as laid-off workers eligible for benefits choose to retire.

In addition to greater precautionary needs for liquidity, multi-
employer funds typically require larger amounts of cash for trans-
actions purposes since most of the costs of administering the system
are paid directly out of the fund. For the corporate fund, by contrast,
the costs of record keeping, payment for professional services and
personnel are paid directly out of the company’s accounts rather than
from the fund.

A further factor accounting for the greater liquidity of multi-
employer funds is the smaller average size of these funds when com-
pared with corporate funds. Table III shows that 13.8% of corporate

TABLE III

Concentration of Assets in Corporate and Multi-Employer
and Union Pension Funds
(Per cent of Total)

. Corporate Funds Multi-employer and
Size of Fund (1957) Union Funds (1959)
(thousands of

dollars) Number of Total Number of Total

Funds Assets Funds Assets

100,000 and over 1.5% 55.39% 0.0% 0.0%
10,000 to 99,999 12.3 28.3 3.8 53.6
5,000 to 9,999 9.1 6.0 2.6 81
1,000 to 4,999 25.5 6.9 26.9 29.4
500 to 999 13.0 1.2 133 43
Under 500 38.6 2.3 534 4.6

SOURCES: Corporate Funds, SEC data, calculated from P. P. Harbrecht,
Pension Funds and Economic Power, Table 30, p. 224. Multi-employer and
Union Funds, NBER Survey.

Assets are recorded at book value.

®U. S. Department of Labor, Bureau of Labor Statistics, Multi-employer
Pension Plans under Collective Bargaining, Bulletin No. 1326, (Washington,
June, 1962), pp. 12-15.
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funds had over $10 million in assets in 1957, and these funds held
83.6% of total corporate fund assets. Less than 4% of the multi-
employer funds had more than $10 million in 1959, and none had more
than $100 million. The $10 million and over size class held just
over one-half of total multi-employer assets.

The smaller funds tend to have a higher proportion of their assets
in cash as shown in table IV.” Thus, a higher concentration of smaller
funds in the multi-employer group means a higher proportion of cash
for the group as a whole.

If cash holdings are a function of the size of the fund, the propor-
tion of cash in multi-employer funds should have declined since 1959
as the funds grew. Such a clear trend does not emerge. However, it
should be recognized that the item “cash” on the Labor Department
reporting form includes savings deposits, certificates of deposit and
accounts at savings and loan associations.® The yields on these types
of “cash” have increased substantially since 1959, and higher yields,
plus liquidity, plus insured safety have undoubtedly encouraged funds—
both corporate and multi-employer—to maintain their proportional
holdings.

TABLE IV

Portfolio Composition of Multi-Employer and Union Pension Funds,
By Size of Fund, 1959
(Per cent of Book Value)

$10,000 | $5,000 $1,000 $500
Assets Per Fund and to to to Under
(In Thousands) over $9,999 | $4,999 $999 $500
Cash 3.4% 6.2% 6.9% 17.0% 31.79%
Other Assets 1.7 24 3.0 23 32
Invested Assets 949 91.4 90.1 80.7 65.1
Government Securities 38.7 254 30.3 24.7 249
Nongovernment Bonds 20.1 454 378 35.5 20.0
Preferred Stocks 1.7 2.2 1.9 1.2 0.9
Common Stocks 12.1 14.5 17.0 17.4 12.2
Mortgages 20.8 36 2.5 0.4 0.9
Other Investments 1.4 0.3 0.6 1.6 6.2

SOURCE: NBER Survey.

?The same observation holds for corporate funds. See Harbrecht, op. cit,,
Table 17, p. 203.

8. S. Department of Labor, Instructions for Completing Employee Welfare
or Pension Benefit Plan Annual Report, January, 1959, p. 5. A proposed new
reporting form which should go into effect next year requires savings accounts
to be reported separately.
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OTHER ASSETS

A number of multi-employer funds use an accrual basis for account-
ing and therefore show a balance sheet item of ‘“‘contributions re-
ceivable.” For most funds, this represents approximately one month’s
contributions. In some instances, however, the funds have been lax
in pressing for collections and employers have withheld contributions
because of disagreements over the amounts due or because their own
cash resources were thin. Contributions receivable and furniture and
fixtures together represent the bulk of the “other assets” category for
multi-employer funds. These assets would not usually appear on the
balance sheet of a corporate fund since the company does not have con-
tractual contributions which must be accrued, and it typically ad-
ministers the pension fund on the premises and using the facilities of
the company.

A comparison of the investment portfolios of multi-employer and
union and corporate pension funds is more meaningful if the categories
of cash and other assets are left out.

AtvricaL FuNDs

The large pension funds of the Teamsters, International Ladies
Garment Workers Union, International Brotherhood of Electrical
Workers, Amalgamated Clothing Workers and United Mine Workers
are clearly not typical of the investment portfolios of the great majority
of multi-employer funds. Both the ILGWU and the Clothing Workers
funds make no investments in common stocks, and until 1962, the
ACW funds were invested entirely in U. S. Government bonds. In
1962, the Clothing Workers funds began to add corporate bonds, and
in 1963, they initiated investment in mortgages. However, over one-
half the assets of the two largest ACW funds are still invested in
government bonds.

The two largest IBEW funds and the Teamsters’ largest fund are
heavy investors in mortgages and over two-thirds of their assets are
held in this form. The United Mine Workers fund has shifted its in-
vestment position several times in the last five years. From a heavy
reliance on U. S. Government bonds in the earlier years, the fund
shifted to large holdings of cash and time deposits. Since the sale of
its hospitals during 1963 and 1964, the fund has more than doubled
its holdings of common stocks.

These eight funds are among the largest of the multl-employer and
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union group and together they hold about $800 million in assets, or
over one-fourth of the total assets of this type of fund. That they are
untypical of the general pattern of multi-employer fund investments is
evident from table V. This shows the portfolio distribution of the
eight atypical funds and all other funds—called ‘“selected funds.”

Table VI represents a better comparison between the typical multi-
employer fund and corporate fund investment patterns. The cash and
other assets have been eliminated from both types of funds because of
the noncomparability of these categories. In addition, the atypical
funds have been excluded from the comparison.

Despite these adjustments to achieve comparability, substantial
differences in portfolio distributions still remain although they are no

TABLE V

Portfolio Composition of Atypical and Selected Multi-Employer
and Union Pension Funds, 1964
(Per cent of Book Value)

Atypical Selected

Asset Category Funds Funds
Total Assets (Millions) $799 $2,241
Cash 10.09% 4.99,
U. S. Government Securities 19.1 13.3
Nongovernment Bonds 10.7 39.3
Preferred Stock 0.4 1.2
Common Stock 8.0 29.0
Mortgages 46.9 9.3
Other Investments 3.5 14
Other Assets 1.5 1.6

SOURCE: NBER Survey

TABLE VI

Investment Portfolios of Selected Multi-Employer and Union
and Corporate Pension Funds, 1964
(Per cent of Book Value)

Corporate Multi-employer
Investment Category Funds and Union Funds
U. S. Government Securities 5.3% 14.29,
Corporate Bonds 41.8 42.1
Preferred Stock 1.2 13
Common Stock 42.2 31.0
Mortgages 4.5 10.0
Other 5.1 1.5

SOURCE: Corporate Funds, calculated from SEC data; Multi-employer
and union funds, NBER Survey.
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longer as large. Some of the differences are undoubtedly attributable
to the influence of union trustees on the boards of multi-employer
funds.

MORTGAGES

The clearest case of union influence is in the area of mortgage in-
vestments. During 1960, the AFL-CIO established an investment de-
partment whose principal objective was to aid affiliates in investing

“,..a portion of union reserves into government insured housing
programs to improve the earnings on their investments while at
the same time advancing a major social objective of the labor

movement—to assure the availability of adequate housing for
low and middle-income families.” ®

In addition to advising union officials on the desirability of govern-
ment insured mortgages, the department has established a Mortgage
Investment Trust to facilitate such investments.!® The success to date
of these programs is indicated by the increasing proportion of mortgages
in multi-employer pension fund portfolios as well as the figures shown
in table VII. Of the 87 large funds in the sample used to estimate port-
folio distributions, the number holding some mortgages almost doubled
from 1959 to 1964. However, the figures also show that a large
number of funds remain to be convinced of the advisability of mortgage
investments.

The low proportion of mortgages in corporate pension fund port-
folios is explained by (1) the traditional preference of fund trustees,

TABLE VII

Number of Multi-Employer and Union Funds in Sample
Holding Selected Types of Assets, 1959-1964

1959 1960 1961 1962 1963 1964
Total Number of Funds
in Sample 87 87 87 87 87 87
Total Number of Funds
Holding:
Mortgages 27 32 33 41 49 50
Common Stock 66 68 68 69 70 70

SOURCE: NBER Survey.

®“Investment of Labor’s Funds,” Publication No. 130, AFL-CIO, Depart-
ment of Investments.

1 The Trust reportedly had $10 million in commitments as of a recent date.
Wall Street Journal, December 21, 1965, p. 1.
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namely bank trust departments, for marketable securities, and (2)
the amalgam of legal and technical impediments to mortgage invest-
ments which can reduce their net yield below that on corporate
bonds.}? Either the multi-employer trustees have discovered some
means of removing these impediments, or they are willing to accept a
lower yield to achieve a ‘“social purpose.”

CoMMON STOCKS

Although multi-employer and union funds hold a substantially
smaller proportion of their assets in common stocks as compared to
corporate funds, this type of investment has fairly wide acceptance.
About 80% of the large funds in the multi-employer fund sample held
some common stocks, as compared with 57% holding mortgages.
While I know of no comparable figures for corporate funds, I would
guess that the proportion holding some common stocks is higher.

While the lower percentage of stocks in multi-employer funds is
partly attributable to reluctance on the part of a few funds to hold
any stocks, it is probably also explained by the reluctance of other
fund trustees to expand their stock portfolio rapidly. Several invest-
ment advisers have explained to me that the relative inexperience of
many multi-employer fund trustees in investment matters inhibits them
from moving aggressively into larger stock holdings.'2

These advisers point out that investment inexperience is character-
istic of many management as well as union trustees.

CoNCLUSION

My purpose has been to put before this meeting the data on pension
fund investment patterns along with several reasons why these patterns
differ for funds that are management controlled from those where unions
share control. Clearly, there are still a good number of unexplained
differences left. These remaining differences reflect, I believe, the
varying investment philosophies of labor and management. This is
the subject of the paper and comments to follow.

1 Victor Andrews, “Non-insured Corporate and State and Local Govern-
ment Retirement Funds in the Financial Structure,” Private Capital Markets,
Commission on Money and Credit, Prentice Hall, Inc., 1964.

1 This is confirmed by F. Meyers and C. R. Miller, “Investment of Bilaterally
Managed Pension Plans,” Quarterly Review of Economics and Business, Feb-
ruary, 1962.



MANAGEMENT INTERESTS IN THE
INVESTMENT OF PENSION FUNDS

Roger F. MuUrraY
College Retirement Equities Fund

THE READILY IDENTIFIABLE EcoNOMIC INTEREST

A pension fund, whether it takes the form of a trust fund or life
insurance company assets, serves two distinct purposes. In the first
place, it is a bundle of collateral pledged for the fulfillment of the
commitments for retirement income made by employers to their em-
ployees. As such, it must not be used to finance the employer’s opera-
tions or development objectives. Secondly, it is a medium for dis-
tributing the costs of the commitments over the period during which
they are incurred. The pension promises are seldom fully collateralized
at any particular point in time and the effort to estimate the true
current costs of ultimate pension benefits may be only an approxima-
tion, yet the purposes and functions of a fund of financial assets are
clearly evident.

The prospective earning power of the portfolio is, of course, a
primary determinant of the adequacy of the fund to serve as collateral
and of the rate of contributions to meet future expenses. A basic con-
cern of management, then, must be with assets committed to funding
pension obligations. Book values of assets on hand in a pension fund
are unlikely to be indicative of adequacy. Market or appraised values
may be presumed to provide a better indication if, in fact, they cor-
rectly reflect the discounted value of the future stream of income which
the assets will produce. Portfolio management, of course, questions
this presumption and seeks gains rather than losses from those erroneous
expectations which are expressed in market prices at any point in time.
The case for equity investment specifically rests on this concept of
portfolio management.

The primary objective of management, therefore, is to secure that
selection of investment opportunities which will maximize future re-
turns and minimize the costs of retirement benefits within the range of
acceptable risks. Acceptable risks may be defined according to charac-
teristics of the organization and factors affecting the environment for
long-term investments. In this respect, the problem is similar to
decision-making on investments in plant and equipment, human skills,
and research and development.
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Thus, we can recognize the many similarities between management’s
interests in the investment of pension funds and management’s interests
in the whole range of human, financial, and real resources which consti-
tute a business, a non-profit institution, or a unit of government. It
comes back to the familiar concept of seeking the most efficient alloca-
tion of scarce resources to achieve a goal. Stated in these economic
terms, is there room for any other consideration? Is there any test of
success other than efficiency and productivity as these are measured by
net return on investment? In more specific terms, should the board of
directors of an industrial corporation, the trustees of a jointly admin-
istered multi-employer pension fund, the trustees of a church pension
fund, or the board of a state employee retirement system apply any
other standards to their formulation of investment policy and instruc-
tions to the portfolio manager or insurer?

This question is as broad as our concepts of social responsibility
and the workings of our American system of economic and political
organizations. It may be fruitful, therefore, to narrow the range of
issues to those specifically raised in the investment of public and
private pension funds. Indeed, three lines of argument should serve to
illustrate the complexities which face employers when they seek to
weigh considerations beyond those strictly related to monetary returns
on investments.

OTHER PossIBLE INTERESTS

1. The Well-Being of Pensioners

Since the objective of providing pensions is to improve the level of
living of retired employees, projects which contribute to the well-being
of older people should be favored in pension fund investing to the
extent of accepting a lower prospective return on the investment. This
argument for investing in hospitals, housing for the aged, nursing
homes, etc. at below-market rates suggests that providing such facilities
is a cost of assuring the desired standard of living, as distinguished from
simply the money incomes of retired employees.

The argument can be readily extended to concern over the purchas-
ing power of the pensioners’ benefits. Investments which promise a
high return should not be made when they contribute to tolerating or
generating inflationary pressures in the economy. On the contrary, the
pension fund portfolio manager should examine investment oppor-
tunities to make certain that they make a maximum contribution to
productivity and price stability. In even broader terms, investment
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should be directed to projects which offer promise of reducing the cost
of food, housing, clothing, medical care, and other services which bulk
large in the budgets of older people.

2. “Socially Desirable” Projects

A second issue relates to the public interest aspects of pension funds
arising from the fact that neither employers’ contributions to a syste-
matic plan nor fund earnings are taxed to prospective pensioners until
they retire. Thus, as a matter of deliberate public policy, favorable
tax treatment is given to pension programs. The resulting public in-
terest, it is argued, calls for directing the investment of these tax-
sheltered accumulations into the financing of what are called “socially
desirable” projects. Often mentioned are middle- and low-income
housing, urban renewal, health facilities, and the like. Such projects
are presumed to give a return to society for the deferment of taxation
on the pension equities of individuals.

Again, the issue is whether a lower prospective return should be
accepted in order to further the social purposes which such projects
are designed to serve. If the return, adjusted for a risk premium, is
not less than the market rate, of course, there is no issue because
market forces alone will insure that financing will be forthcoming.

3. Community Development

The trustees of a governmental retirement system, state or local,
are often pressured to invest in their geographical area. Funds drawn
from the community might logically be reinvested in its industrial and
public projects to stimulate growth in the revenue base. The same
arguments can be advanced to the managers of corporate pension funds,
despite the fact that considerations of safety would dictate diversifying
the portfolio to improve its value as collateral.

The implicit assumption is presumably that rigidities and imperfec-
tions in the capital markets impede the free flow of funds to the most
productive investment opportunities. Local knowledge of, and concern
for, the area are presumed to break down the barriers of ignorance and
prejudice. In any event, favoring the local economy may improve it
as a base for operations and as a community for retired employees.

IMPLICATIONS FOR INVESTMENT POLICIES

If management accepts the notion of seeking to serve any or all of
these objectives at the expense of maximizing the return from conven-
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tional investments, what new problems are posed? One is simply a
problem in costing, because the contribution to a social or community
purpose becomes mingled with an employment cost. After a while,
management will have increasing difficulty in assigning costs to the
specific functions of its undertaking.

More significant, however, is the placing of management in the
position of arbiter among competing claims of social desirability. Not
only is this an involved and difficult task for those not necessarily well
qualified to make these decisions, but also there is a basic question as
to whether managements should be encouraged to assume decision-
making responsibilities in this area. We usually assume that the people
at large, acting through their elected representatives, should determine
the priorities for projects which they favor for the benefit of society.

Furthermore, we have found ways to make worthwhile projects
competitive for capital in the marketplacee. FHA and VA mortgage
programs, guaranteed ship loans, farm credit instruments, small busi-
ness loan guarantees, and the insurance of export credits are illustra-
tions which come readily to mind. Through such governmental pro-
grams, citizens influence resource allocation through the normal
operations of the capital markets. Pension funds respond to these
influences in the process of a strictly economic appraisal of investment
opportunities.

In summary, we may be calling upon the best talents of manage-
ments when we ask them to concentrate on the economic aspects of
investment decisions, the field of their expertise. On the other hand,
to expect that managements, whether holding office in business firms
or governmental units, will be equally qualified to decide between
contending social objectives comes dangerously close to embracing the
sweeping dictum that what is good for Company X is good for society.
Also, it is difficult to set boundaries on the range of considerations in
investment decisions once we depart from an economic base.

A FALSE ANTITHESIS?

However, this type of analysis should avoid the presentation of a
false antithesis. Investment decisions, dealing with an uncertain future
affected by more than purely economic influences, involve more than
mathematical calculations. A good investment which contributes to
efficiency and new product development serves to raise living standards.
Innovation and technological change are wellsprings of progress. There
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are few pension fund investments which do not, in fact, rely on wide-
spread public acceptance of the product or service of the organization
being financed. Put another way, socially unacceptable activities do
not attract long-term investment funds from institutional investors
like pension fund trustees and insurers.

The real questions arise, therefore, at the margins in the decision-
making process. If managements continue to focus their efforts and
attention on maximizing returns in reasonably fluid and efficient capital
markets, the results will certainly contribute to our desired goals of
economic growth and rising standards of living. At least, we appear
to be on more solid ground in this expectation than if we look to man-
agements to influence decisions on the basis of often subjective, de-
batable, and preconceived notions of social desirability. Finally, the
high quality of trusteeship required for pension funds can be better
sustained and enforced if the tested yardstick of the prudent man rule
is the sole applicable standard.



Perer HENLE
Bureau of Labor Statistics

Private pension plans can no longer be considered simply a “fringe”
element in the Nation’s economic security system, one that can be
allowed to travel its own merry way without involving either private
or public examination of its conduct.

It is symptomatic of the new interest in private pension plans that
this session is being held. A few years ago, this would not have been
considered as a possibility for the annual meeting. There is growing
recognition that what happens in operation of private pension plans is
of interest, and has to be of interest, to labor and management or-
ganizations, to the investment fraternity, and among others, to the
Federal Government.

This afternoon’s discussion has revolved around the investment
decisions of private pension plans. Mr. Bartell has very competently
traced for us the changing composition of the portfolios for both the
single employer plan and the funds managed by a joint union-
management board of trustees. Unfortunately, data have been readily
available only for the single employer plans, and it is to the credit of
Mr. Bartell and the National Bureau of Economic Research that he
initiated a survey to collect similar data for the jointly trusteed plans.
It is to be hoped that these data will now be made available on a con-
tinuing basis, either through his efforts or by incorporating this work
with the established Government data in this field.

Dr. Murray’s paper, up to his usual high standards, gives us a
closely reasoned discussion of some of the critical issues which con-
front the investment manager in charge of a private pension fund. To
what extent, if any, can or should such a manager be guided in his
decisions by considerations outside the traditional “prudent man”
doctrine? Dr. Murray counsels against any departure from this prin-
ciple to invest in projects specifically designed for the elderly, in other
types of so-called ‘“socially desirable” projects, or in projects for
community development. While I am inclined to share his adherence
to this basic principle, I wonder if he is not creating a major issue out
of a minor disagreement. Some projects meeting the criteria of
“socially desirable” may be soundly conceived and thus qualify for
investment by the prudent investment manager. However, they may
appeal to some investment managers but not to others. It seems to
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me that the argument over “socially desirable” projects is, to some
extent, simply a disagreement over the financial merits of specific
projects or types of projects. Essentially it involves an effort by some
to persuade others that these projects meet Dr. Murray’s criteria that
“the return, adjusted for a risk premium, is not less than the market
rate.”

There is another aspect to the problem of gaining adherence to the
prudent man doctrine. Dr. Murray has suggested three types of
situations in which the investment manager might be asked to invest
pension funds in order to help other people or the community at large.
I want to call attention to situations in which the investment manager
may make investment decisions, not to benefit others, but to benefit
himself or his corporation rather than keeping uppermost the welfare
of the employee participants of the pension plan.

I do not contend that this is characteristic of pension fund manage-
ment; obviously, it is NOT. But, from time to time, evidence reaches
the public that certain pension funds have been managed in a manner
which flagrantly violates the traditional rules of fiduciary responsi-
bility. There have been situations in which the pension or profit-
sharing fund has been used 1) to support the market for the corporation
stock during a period when the corporation trustees were disposing
of their personal shares, 2) as a vehicle for corporate acquisitions and
real estate transactions in which the corporation is directly involved,
and 3) to provide additional capital to the concern by committing a
major portion of the fund to loans or purchases of employer securities.

These transgressions may not be numerous but they raise serious
questions of public policy since these plans are benefiting from favor-
able tax treatment. Moreover, it appears that although these funds
are managed under trust arrangements, the applicability of the common
law on trusts to pension fund situations is not a simple matter. I am
told there is a great deal of uncertainty whether, and to what extent,
participants (particularly those without vested rights) have enforceable
rights against the plan or its administrators. Under these circumstances,
there is no recognized or easily accessible method for correcting trans-
gressions of the prudent man principle. This matter is of considerable
concern to all interested in assuring the highest standards of fiduciary
responsibility for private pension funds.
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Leon T. KENDALL
New York Stock Exchange

My colleagues have examined the issues regarding pension fund
investment policy. The problem explored by them, in an important
respect, comes close to the question, “Which comes first, the chicken
or the egg?,” the chicken being the assets available for purchase by
pension funds and the egg being the investment decisions of the fund
managers. Mr. Goldfinger’s position implies that “the egg comes
first.” Dr. Murray has said, “It all depends.” In order to complete
the alternatives, and perhaps to lean against the wind a bit, I am going
to say, “The chicken comes first” ;—that is, the assets the economy
makes available for purchase by pension funds will in the long-run be
the principal determinant of the character of the portfolio of these
financial institutions.

Studies underway at the Exchange indicate: (1) A definite rela-
tionship exists between the size and growth of the gross national product
and the size and growth of public and private debt; (2) The mix of
financial assets the United States economy makes available to investors
does not remain fixed for a very lengthy period of time.

On point number 1, a given level of business activity generates
related financial flows. This is one of the “patterns of regularity” that
seems to run through in our economic history. The rationale behind
the “pattern of regularity” between GNP and debt in the economy runs
as follows: Individuals with wealth typically seek to use their capital
to earn additional income. Other Americans, being optimistic, charac-
teristically have been willing to mortgage the future, especially in
situations where it was possible to substitute capital and machines for
animal muscle. Debt instruments came into being, then, because of the
needs and desires of holders and seekers of capital.

The additional debts created are the assets available for purchase
by savers either directly or via the network of financial intermediaries.
Most of the nation’s personal saving flows into banks, savings associa-
tions, insurance companies and other thrift institutions. The financial
intermediaries, with minor exceptions, invest such funds in assets which
are the debts of others—mortgages, bonds and short-term loans. If the
economy is to maintain its rate of growth, the saved consumer dollars
must be acquired by others and spent. It is through this process that
debts are created.
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A high-saving economy, such as the NICB foresees, should also
prove to be a high-debt economy.

Available data on public and private debt go back to 1920. In
comparing the trend in debt over the long-term with the trend in GNP,
we find a very close relationship, particularly when the 1930’s are
removed. For each $1.00 of GNP over this time period, one can expect
$1.75 of debt to exist. This is the average relationship that prevailed
between 1920 and 1964, excluding the 1930’s. (Current concern over
the quality of credit may well reflect the fact that since 1961 the
debt/GNP ratio has been running ahead of its long-term trend. In
1964, it stood at $1.86 for each $1.00 of GNP.)

Although total debt is highly predictable, the composition of debt
is not. Consumer, business and government demands can change, and
change quickly, altering the makeup of total debt.

Between 1940 and 1945, when there was a war to finance, fed-
eral debt rose from 21% to almost 55% of net public and private
debt. In the same period, with restrictions on construction and on
building materials, corporate long-term debt declined from 24% to
11%. Mortgage debt also shrunk, 8% to 6%. Financial institutions
bought government bonds.

Between 1950 and 1955, demand for autos and appliances and
home furnishings boomed. Consumer installment debt rose sharply.
Consumer credit departments of banks grew. Sales finance companies
prospered.

Also during the 1950’s, we experienced a sharp rise in home
building and in home mortgage debt, and great growth in institutions
closest to this market sector. More recently, the gains in housing and
home mortgage debt have slowed and savings and loan associations are
experiencing the consequences.

Thus, there is evidence that the investment portfolios of financial
institutions over the long-term will reflect the change in the kinds of
debt instruments the economy generates. In other words, financial
institutions will buy the kinds of financial assets consumers, business
firms, and governments make available through the debt they are
willing to float. In this sense, the chicken comes first.

When a financial institution is relatively new, growing rapidly and
finding its place in the financial framework, the processes I have de-
scribed may be hidden from view. With maturity, however, the reality
of these forces may well become more evident. There are signs that
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pension funds are reaching such a stage. The inclusion of the topic
on the program on this meeting in itself is indicative of this fact.
Investment policies and decisions made previously and sometimes
written into bylaws are undergoing review. Inflows into pension funds
should continue to grow in absolute amount, but, relatively, growth
will come more slowly during the years ahead. Outflows from pension
funds will tend to grow in absolute amount and relatively more swiftly
during the years ahead. More and more pension fund managers may
learn from direct experience that the investment business is a risk
business; that not all loans and mortgages pay off; and that not all
equity investments inevitably rise. Furthermore, losses are not likely
to be evenly distributed over the industry. The performance of some
funds is destined to run ahead of the performance of others.

The table below indicates the relationship of purchases of equities
to sales of equities by funds. It may be used as an illustration of the
evolution taking place among pension funds.

Pension Fund Equity Investments Ratio of Purchases to Sales*

1956-58 5.3 to 1 in favor of purchases
1959-62 3.6 to 1 in favor of purchases
1963-64 2.2 to 1 in favor of purchases

* SEC data on corporate pension funds.

Between 1956 and 1964, over-all turnover of fund portfolios con-
tinued to be approximately 11%. Purchases, as a per cent of total
holdings, however, declined from the 19%-20% range to 14%-
15%. Sales, as a proportion of total holdings, rose from approximately
3% % to over 6%. Shifts in the investment portfolios were taking
place.

For an individual fund, the development of a sizeable position in a
particular stock raises additional questions not faced previously. How
important is liquidity? Can the fund move out of a position quickly?
Does the fund run the risk of having the size of its trade in itself
jeopardize the price it can get for the security?

The experiences of other institutions that have moved through
periods of rapid growth offer valuable counsel regarding portfolio man-
agement for pension funds. The maximizing course over the long-run,
it seems to this observer, is to refrain from mixing sociology with the
financial decision-making process. The most appropriate course is to
study the economy, its trends and potentials, and to adhere to a reason-
ably prudent-man philosophy in deciding what kinds of eggs to buy
from that chicken.
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SOME PROBLEMS IN THE WRITING
OF LABOR HISTORY

HerMAN KAHN
National Archives and Records Service

It is a peculiarity of historical research and writing as practiced by
academic historians in this country that there has been no essential
change in the techniques taught and used by practicing historians since
the methods of the German universities were adopted in this country
almost one hundred years ago. There is no other subject taught in our
universities of which it can be said, as it can be said of the teaching
of history, that a student plucked today from a graduate seminar in
historical methodology in one of our great universities and put down
in one of the seminars in history being conducted in the 1880’s at Johns
Hopkins or at Columbia University would feel perfectly at home. The
basic concepts imported from the German universities and then being
taught in this country with respect to techniques and methodology of
historical research, as well as the concept of the nature of raw materials
on which the historian should exercise these techniques, are now very
much as they were then.

But if the theory and practice with respect to research techniques
and the raw materials on which these techniques are to be used have
remained largely unchanged, there has taken place in the past genera-
tion a gradual introduction of new subjects of interest to the historian.
Hence the dilemma that faces the labor historian in this country is
precisely the same dilemma that faces historians who are trying to
practice their art in a whole host of new fields—it is the dilemma that
arises from the attempt to continue the use of the research techniques
and raw materials of the past to create the new kind of history that is
being written today, including American labor history.

One hundred years ago, as today, historians were telling each other
that what was needed was the writing of institutional history. Unlike
the situation today, however, they then knew perfectly well what they
meant by institutional history. Parliaments, courts, legislatures, con-
stitutions, magistrates, jury systems, taxation, suffrage, organs of local
government—these things were institutions, and these were the subjects
to which graduate students in history and historians largely confined
their attention. The training of historians was inevitably aimed at
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producing scholars capable of grappling with such subjects. By and
large, the method of training has remained unchanged, but the young
men who have been flooding into our universities since the 1930’s have
become interested in the application of their training to subjects that
their forebears rarely, if ever, thought about when they thought about
historical writing. Today, although many students continue to be inter-
ested (and rightly so) in the traditional areas to which historians have
devoted their attention, many others talk of business history, agricul-
tural history, transportation history, history of immigration, history of
science, history of education, history of conservation, history of ideas,
history of invention, history of banking, histories of folk customs and
folklore, and, as one young man who came to the National Archives
several years ago told us, he was writing a history of door knobs. And,
of course, there is the subject with which this group is concerned—the
history of labor. The essential point is that nothing is now excluded
from the purview of the historian. History has now become a seamless
web in a sense of which Maitland did not dream.

As a result of this concept that there is no field or area that is not
a proper subject for historical investigation, all of these new subject
fields are now plagued by problems of definition, as every new discipline
always is. I am sure that you know that historians of agriculture, sci-
ence, business, transportation, immigration, and conservation are just
as uncertain as to the boundaries of their fields as are labor historians,
and the same kind of worrying and chewing of this subject of definition
that goes on in the field of labor history is occurring in all the other
new fields of historical investigation.

In a peculiar way, this question of definition has, it seems to me,
become central to the question of the present status and future develop-
ment of labor history in this country. It is my belief that this question
of definition is closely related to the matter of the training of historians
that I spoke of a few moments ago.

In the introduction to his Tke Lean Years, published in 1960, Dr.
Irving Bernstein pointed out that the field of labor history in this
country had been largely preempted by economists, and that the writing
of what is called labor history had, up to that point, been confined
almost entirely to the history of trade unions, or, if you will, histories
of the labor movement.

1>I(rving Bernstein, The Lean Years (Boston: Houghton Mifflin Co., 1960),
p. IX.
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I think that it is fair to say that economists no longer dominate this
field as completely as they formerly did. The founding of the new
quarterly, Labor History in 1960 signalized the heavy infiltration into
this field of men whose primary training has been in the freld of history,
not economics. What is interesting, however, is that the influx of his-
torians into the field of labor history, has, if anything, strengthened
the rather narrow focusing of interest by labor historians on the history
of organized labor, or of the labor movement, of which Bernstein
complained.

It seems to me that the chief reason for this lies in the kind of
training in research technique that professional historians receive. They
are taught that there can be no history without documents, and by
documents they still mean, for the most part, the documentation cre-
ated by those formalized institutions in our society which produce cer-
tain kinds of documentation as a by-product of their existence.

The most prolific producer of organized documentation of this kind,
of course, is government. Labor was not one of the major matters to
which government began to confine its attention until the last decades
of the nineteenth century. Then, for the first time, government began
to produce on the subject of labor the kind of documentation with which
the historian, and, I may add, the economist, feels most at home. They
know how to find and use legislative debates, laws, resolutions, court
decisions, decisions of administrative and regulatory agencies, and office
correspondence files. Similarly, labor itself produces the kind of docu-
mentation that historians can find their way around in only when it
organizes—then it produces minutes of meetings, resolutions, speeches,
labor newspapers, and office files—the kinds of raw materials from
which labor history has thus far been written in this country.

What I am suggesting is that the boundaries of the field of labor
history as they have been largely laid down in this country have been
governed by the unconscious assumptions of historians who have entered
that field as to the source materials that must be used in writing history.
The definition of labor history that has flowed from these assumptions,
has, not unnaturally, omitted those whole vast areas and periods in our
history when labor was not a matter of governmental concern, and
when labor (or the working classes) have been unorganized. Being
unorganized, they were largely inarticulate insofar as a written record
is concerned.

This is not a problem that is unique to labor history. American
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historians became aware more than a generation ago that what had been
written for the preceding 300 years on the history of the American
Indian was hardly a history of the Indian at all, because it had been
written entirely from records kept by those white men who had dealings
with Indians. White men and their governments kept formal written
records. Indians did not. Hence, what had been written was a kind
of one-eyed history, seen entirely from a single and special point of
view. But if the histories of the American Indian were vitiated by the
lack of formal written Indian records, it was at least recognized that
Indian history did exist. This was because our governments had been
interested in and concerned with Indians from earliest colonial times,
and these governments had produced records. Encountering these rec-
ords in the archives, historians had decided that Indian history was a
subject worthy of investigation.

The working classes of this country are in worse shape than the
Indians as far as the writing of their history is concerned. When un-
organized they produced no records recognizable as such by historians,
and, unlike the Indians, labor was not an important subject of legisla-
tion, negotiation, and administration until comparatively recent times.
Hence historians do not begin to recognize labor history as a subject
until they begin to encounter that subject, labeled as such, in the
archives, and they still largely define the boundaries of labor history as
these boundaries are laid down by the content of formal archival
materials.

This hypothesis can easily be tested. Prior to the rise of organized
labor in this country, there was only one labor institution that was the
object of extensive governmental attention and regulation. This was,
of course, the institution of slave labor. Finding a wealth of formal
documentation on the institution of slavery, historians have written
about it extensively, though it is remarkable that so few historians
identifiable as labor historians have investigated slavery, and I can
attribute this only to the fact that slave labor was unorganized labor.

Almost coterminous in time with the rise and fall of the institution
of slavery in this country was the all-pervasive institution of the in-
dentured servant. This important institution, also central to an under-
standing of American labor history prior to the middle of the nineteenth
century received little governmental attention, certainly not from the
Federal government, and the indentured servants had no organizations.
Few labor historians have paid much attention to the indentured servant.
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Examples can be multiplied. The period between 1815 and 1850
was the great canal-building era in this country, the period when a vast
network of waterways was dug, especially in the north. We have studies
of the engineering problems encountered by the canal builders, studies
of how they were financed, studies of the competition between canals
and railroads for state and Federal assistance, and studies of the eco-
nomic competition between canals and railroads. But these canals were
dug by large armies of pick and shovel workers. What historian—par-
ticularly what labor historian—has investigated this important aspect
of American labor history, or has given us answers to such questions as,
who were these canal diggers? How were they recruited? How much
were they paid? How were they fed and housed on the job? It is, I
think, significant that the only piece of research published in a major
historical journal that has appeared on this subject is confined to an
incident which involved canal diggers with the Federal government—
the calling out of Federal troops by President Andrew Jackson in 1834
during the strike by the men digging the Chesapeake and Ohio canal.?
This situation is closely paralleled in railroad history. We know much
about the early history of railroads, except for the workmen who built
them. The historian does not become interested in that story until the
Western railroads began to import Chinese contract labor, which be-
came a matter of interest to the Federal government.

Again, American literature is permeated with descriptions of a
unique American labor institution—the hired man on the American
farm. What labor historian has written of the institution of the hired
man? It is again significant that only when agricultural laborers or-
ganized and became the subject of governmental attention does the
labor historian become interested in the agricultural laborer. Precisely
the same situation exists with writing the history of American merchant
seamen. Most of what we know of the working crews that manned the
vessels of the American merchant marine during the age of sail is what
we learn from the novelists and folklorists who have written of that era.
The labor historian’s interest begins only with the enactment of Federal
legislation to protect merchant seamen and with the organization of
their presently strong and powerful unions.

This persistence of the labor historian in ignoring important working
classes of the past that have risen, flourished and disappeared, extends

7 Richard B. Morris, “Andrew Jackson, Strikebreaker,” American Historical
Review, vol. 55 (October, 1959) pp. 54-68.



WRriTING OF LABOrR HisTORY 329

even to such a phenomenon in our society as the American cow hand
who worked on the High Plains during the last decades of the nine-
teenth century. One might think that the rise of the cowboy myth
would have directed the attention of labor historians to a subject that
would inevitably be of great popular interest, and that there would have
been some scholarly investigations of that miserable, underpaid and
ill-treated group. Something is finally being done on this subject, but
not by labor historians. How little we have actually known about
cowboys is shown by the book that appeared only a few months ago on
the negro cowboy.?

The great unorganized armies of lumberjacks that worked in the
Northern forests in the last three decades of the nineteenth century
have been ignored by the labor historian. Here again, the history of
this working class begins when the I.W.W. begins to organize them.

This selectivity, which excludes from the labor historian’s purview
those who remain unorganized or who have not been the subject of
legislation, is operative in the contemporary scene, as well. The auto-
mobile industry is a special favorite of the labor historian. We have
had studies of the industry and NRA, of the struggle to organize, and
of the unions that have risen in the field. Organized workers in any
way associated with automobiles, such as steel workers, rubber workers,
and truck drivers have all been given attention. But there is a large
class of workers on whom the industry depends that has remained un-
organized. I refer, of course, to the garage mechanics who keep our
cars running. This is an especially interesting trade. It is a highly
skilled occupation which has no apprenticeship system and no organized
method of recruitment. How did the trade originate? How are auto-
mobile mechanics trained? How do employers find them? Why do
they remain largely unorganized? I do not think any historian has
been interested in these questions, and I can think of no reason for
this working class having been ignored except the fact that it is unor-
ganized, and it has not been the subject of special legislation.

European historians frequently produce what they call histories of
the working class of their country. If in this country we could bring
ourselves to thinking not of the history of “labor,” and even not of the
working class, but rather of the varied succession of American working
classes that have sprung up temporarily in particular times or places

8 Philip Durham and Everett L. Jones, The Negro Cowboys (New York:
Dodd, Mead & Co., 1965).
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to fill a particular need, and then have disappeared as the country
itself changed, it might help to liberate the concept of labor history
from the confines in which it now finds itself enclosed. It seems to me
that the field of labor history must soon make a choice. It must either
enlarge its sphere to include unorganized working classes, past and
present, or see those areas taken over entirely by the folklorist, the
sociologist, and the “American Studies” specialist.

But if the labor historians should decide that they wish to write
the history of all of the working classes of this country, they will have
no choice but to learn to use sources of a kind that they have heretofore
chosen largely to ignore. These sources are of several classes. The
first is normal archival materials which are not found in catalogs,
calendars, and indexes under the heading of “labor.” There are quanti-
ties of information on labor history in early governmental archival
materials if the labor historian will only learn how to look for them.
It is significant that Richard B. Morris’ article, previously cited, is
based on materials that he found in United States Army records in the
National Archives, as well as in the records of the Chesapeake and
Ohio Canal Company, a private business organization, whose files, by
a curious chance, also happen to be in the National Archives.

The fact of the matter is that there are large quantities of govern-
mental records which contain information that shed light on almost
every aspect of labor history in this country, but it takes some inge-
nuity and imagination to find it. All types of government records
relating to purchasing, to contracts and to construction projects usually
contain material relating to wages, prices, and sometimes to the kinds
of workingmen to be used. This is particularly true of the nineteenth
century when documents of this kind were drawn up in great detail and
are still to be found preserved in large quantities, especially in the
records of the Army and Navy Departments, and what are now the
records of the General Accounting Office. As a matter of fact, such
materials can be found in the National Archives among the records of
almost any governmental agency that you can mention. Still other
sources are available in government archives. Census records and tax
records, properly used can throw much light on areas that have
hitherto remained dark.

An even more fruitful class of materials for the study of labor
history are the archives of American business. It has now become
something of a status symbol among older and larger corporations to
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have an archivist, officially designated as such, who has responsibility
for the preservation of the older records of the organization. The
Ford Motor Company and the Firestone Tire and Rubber Company
have archives and employ archivists. A similar development has taken
place in a large range of business activities. The complete family
and business records of the Dupont family going back to 1780, lav-
ishly housed and beautifully organized, are available at the new
Eleutherian Mills Historical Library at Greenville, Delaware. At that
institution may also be found large quantities of other business and
industrial records for important business enterprises in the Middle
Atlantic states for the past two hundred years. Many businesses that
do not wish to preserve their own records have turned them over to
private institutions. The complete old files of the Chicago Burlington
and Quincy Railroad and the Illinois Central Railroad are at the
Newberry Library in Chicago. The Baker Library of the Harvard
School of Business Administration now has a vast collection of older
records of every conceivable kind of business organization. Labor
historians should give more thought than they have in the past to
the potentialities of the records of private business as a source for the
unwritten labor history of this country. It may seem somewhat para-
doxical to recommend that labor history be studied from business
records, but in this respect the labor historian studying the history
of unorganized workers who produced no documentation is like that
of the historian of the Indian that I mentioned a few moments ago,
who, for lack of written records produced by the Indian, must perforce
use the white man’s records.

But the historian must also learn the value of sources of a kind
that he has never been trained to use, notably oral tradition, folklore,
and popular literature. This historians of immigration in this country
learned about a generation ago that one of their most important sources
was to be found not in this country, but in the lands from which the
immigrants came. I mean especially the class of materials now known
as ‘“immigrant letters.” These ‘“immigrant letters,” the thousands of
letters written by first generation immigrants in this country to their
families and friends still living in the communities from which they had
immigrated, and which have been preserved there, opened up a whole
new range of ideas, information and understanding of the first genera-
tion immigrant in this country. Might they not also contain material
of value for the labor historian? It is this kind of imaginative seeking
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of new sources which the labor historian must undertake if the field
is to grow in understanding and importance.

Of course, the underlying assumption of what has been said here
is that labor historians should want to do more than to write the
history of the labor movement in this country. It may be that many
of you will think that this is neither necessary nor desirable and that
labor historians should remain quite content to leave such writing as
is to be done on the history of the unorganized working classes of this
country to the folklorists, the sociologists, the American Studies spe-
cialists, and those writers of historical fiction who undertake some
research in connection with their writing.

Jurisdictional disputes between academic faculties can be just as
sterile and unrewarding as in the field of labor itself and productive
of just as much bitterness. Perhaps there is good reason for the areas
that I have been talking about to be left out of the field that labor
history has staked out for itself. All that one can ask is that there
be a realization that a conscious choice must soon be made by the
leaders in this field and that this decision will govern the future
development of the kind of study and writing about American labor
that will be done in this country.
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One of the problems often facing labor historians is the tendency
of persons who have played a secondary or perhaps nonexistent role
in the shaping of great events to give an account of those events
which recasts their participation in an heroic role. An even greater
problem is the penchant of union heads for devaluating or expunging
entirely from their memories meaningful events which occurred prior
to their ascension to power and prominence. An uncritical acceptance
of these egocentric accounts of a union’s birth and development all
too often emerges as the “Eureka” theory of history.

This theory has been deservedly caricatured: In the beginning was
the mass of workers, inertly enduring their oppression. Then, up steps
the indomitable Harry Bridges, Walter Reuther, or Joe Curran, and
proclaims in folk-song style, “Our wives and kids will starve to death
if we don’t get organized.” The light of revelation bursts over the
rough-hewn, innocent faces of the workers, (such a light as must have
glowed on Archimedes’ face), as if the thought of organizing had never
before occurred to them and they chant happily: Yea, yea,—in refrain.

Years ago, the prevalence of the “Eureka” theory had me wonder-
ing just how far off the elder Henry Ford was when he said: History
is bunk.

Labor histories written in the past decade, however, have much
more perceptively drawn the fine line between charisma and heroic
fable. A perusal of a dozen such histories in recent months has been a
gratifying experience. Worth noting in particular are some enlighten-
ing observations of Gompersism and an enormous amount of pertinent
material on New Deal and post-New Deal unionism. Understandably,
much of this material has been presented as “raw” history, unrefined
by interpretive insights. Key developments have been reported as
isolated events, probably because a true perspective is as yet lacking—
lacking because there is too often a myopic view of the labor move-
ment of today.

The contemporary American labor movement, the movement which
emerged from World War II, does not occupy just another rung on
the evolutionary ladder of progress. It is virtually a brand new labor

333
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movement. None the less, it maintains an unbroken continuity with its
past by a staunch adherence to the precepts of Gompersism—but a
Gompersism qualitatively different from that of any pre-World War
II period. The broad foundation upon which the old, and now the
new, house of labor is built has for me never been stated more lucidly,
shorn of customary platitudes and pieties, than in the following passages
by Irving Bernstein:?!

Gompers accepted capitalism not because he considered it an
ideal system for the worker but because it was here and here to
stay. The job for labor was to make the best of it pragmatically.
The house of Utopia would take care of itself; philosophers might
debate its furnishings but busy unionists had no time for idle
speculation. Conflict between the classes was endemic under cap-
italism, but not the class struggle in the Marxist sense. Rather it
was a contest over how the economic pie would be cut. Here labor’s
aim was both clear and simple: “More, more, more, now.”

The foundation of power was economic organization. Workers,
therefore, must engage in voluntary self-organization to make sure
that they got “more.”” For the worker the supreme loyalty must
be to the union; for the union supreme loyalty must be to the
economic advancement of the worker. For the organization this
loyalty must be exclusive, uncontaminated—‘“pure and simple.”
Nonworkers who intervened in union affairs were meddlers;
Gompers viewed with suspicion intellectuals, well-intentioned re-
formers, and Socialists. “Voluntarism” was the key word in his
philosophy, and self-organization of the working class lay at its
base. “Gompers,” John R. Commons observed, “became even more
class conscious than Marx himself.”

It may be asked, if Gompersism be the common foundation of the
old and the new, what then is so qualitatively different about the new
labor movement? Is it the prevalence of written, binding contracts?
Written and binding contracts were not uncommon before World War
II.

Is the difference the customary structuring of contract negotiations
to a strike deadline announced by the union or implied in the expira-
tion date of the contract? Strike deadlines were common enough in the
old days.

Is the difference to be found in the system of private arbitration,
legally binding upon the parties? A large part of unionized industry
in pre-war days was no stranger to arbitration.

sllrving Bernstein, The Lean Years (Boston: Houghton Mifflin Co. 1960),
p. 91
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All these basic characteristics, we had them all, at least in embry-
onic form. Development? Progress? Yes, says the objector, but in
essence nothing new. These impressions of the past, when scrutinized
in the light of recent labor histories, turn out to be fragmentary and
nebulous and in many instances are the products of sheer nostalgia.

The labor histories which have been most enlightening, which have
plumbed deepest the undercurrents of change, are those which focus
on the New Deal era. The reason for this becomes readily apparent
when we compare these histories with standard textbooks which start
with the indentured servant of colonial times.

Most standard textbooks present labor history chronologically, first
in sketchy, seemingly haphazard accounts of pre-Civil War skirmishes,
then in unbroken continuity the post-Civil War story, beginning with
Sylvis and the National Labor Union, The Knights of Labor, and the
formation of the A.F. of L. The story continues, an evolutionary
progression despite temporary setbacks, narrated against a colorful,
often violent background—until the big breakthrough in the late 1930’s.
At this point an unprecedented leap forward is reported, but no basic
transformation of the labor movement is noted, except in the sense
that that which was embryonic or small has now become large. To
these historians it is still essentially the same old labor movement.
Like the nouveau-riche cartoon character Jiggs, underneath the tall
silk hat and the starched shirt front is the same obdurate lowbrow
yearning for his corned beef and cabbage. As between Big Bill
Hutcheson and Maurice Hutcheson, the differences are considered idio-
syncratic rather than functional.

In making these observations, let me hasten to add that it is not
my intention to deprecate chronological histories as such. Two recent
works in this category which I found especially rewarding were
authored by Philip Taft 2 and by Henry Pelling.?® From the point of
view of readability, fullness, and scholarship, the Taft book surpasses
any single-volume overall history of labor that I have read. As for
Pelling whose knowledge of the English labor movement deepened his
vision of our own, I can only concur with those reviewers who pro-
nounced it the best short history of American labor now in print. Of
particular note is the skill with which he linked the seemingly isolated

? Philip Taft, Organized Labor in American History (New York: Harper
& Row, 1964).

2 Henry Pelling, American Labor, (Chicago: The University of Chicago
Press, 1960).
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struggles of the early unions to the era of Jacksonian persuasion.
Pelling was thus able to impart a sense of continuity to pre-Civil War
labor history achieved by no one else.

If the works of Taft and Pelling are considered high-water marks
of perspective attained by viewing the sweep of history, the task of
penetrating the surface appearance of the contemporary labor move-
ment falls most heavily on the historians of the Great Depression and
the New Deal. The labor historian who begins with the New Deal
stands on a watershed which parts the stream of the past movement
from the present. Janus-faced, he views this stream surging in from
the past to become diverted onto a new course toward the future. To
tell the story from this vantage point requires an insight which can-
not be glossed over by a mere recital of events.

Under the impact of great social upheavals, long-standing myths
often disintegrate in the face of reality. Historians, therefore, who
focus on the turbulent 1930’s are not as prone to underestimate the
important, or to overstress the less important. In attempting to sepa-
rae New Deal myth from reality, I have relied heavily on two books:
Galenson’s The CIO Challenge to the AFL* and a compilation of
essays Labor and the New Deal® written by extremely knowledgeable
people including the editors Derber and Young. Both books comple-
ment each other; Galenson concentrates on the schism in labor and
the historic confrontation between the CIO and the employers of the
nonunion mass production industries, and the writers of Labor and the
New Deal emphasize the legislative and pohtlcal impact of the New
Deal during that period.

Derber’s essay should be required reading for the contributors to
the literature of disillusion who tell us labor unions are rapidly becom-
ing obsolete, capable of not much more than routine housekeeping
chores. Labor leaders, they add, are bureaucrats, mentally and physi-
cally sluggish, many of them cynical and corrupt. Since this indictment
is arrived at by comparison with a nebulous labor movement of halcyon
days, presumably the 1930’s, the writings in this vein could just as
appropriately be called literature of nostalgia. Implicit throughout
is the notion that giants once strode the earth where pigmies now tread
with mincing steps.

* Walter Galenson, The CIO Challenge to the AFL (Cambridge: Harvard
University Press, 1960).

s Milton Derber and Edwin Young, eds., Labor and the New Deal (Madison:
The University of Wisconsin Press, 1957)
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Derber notes that in 1929, the year of the Crash, “. . . the only
major sectors of the economy which were extensively unionized were
building construction, printing, anthracite mining, men’s clothing, the
railroads and the street railways.” ® “In 1929 the construction unions
represented a quarter [of the labor movement] and the unions in
transportation, communication, and utilities together represented an-
other quarter of the total union membership. Another quarter was
represented by manufacturing unions, but mainly in small-scale in-
dustrial establishments.” 7

Derber also notes that the building trades unions, the very heart-
land of the craft-union outlook . . . represented about one-third of
the total AFL dues paying membership and a far more significant
proportion of the labor movement’s effective strength.” 8

This picture, to be complete, must be related to the total pre-
New Deal civilian labor force. The labor movement entered the
twentieth century with little more than three-fourth of a million mem-
bers, comprising 3 percent of the civilian labor force. Two decades
of steady growth brought union membership to a peak of five million,
comprising 12 percent of the civilian labor force. Then, post-war
reaction, coupled with the prosperity of the 1920’s and followed by
the Great Depression, set the labor movement back numerically below
the year of our entrance into World War I. By 1933 total union mem-
bership had declined to three million, comprising less than 6 percent of
the civilian labor force. For all but one year of the pre-New Deal
period, at least 90 percent of the civilian labor force remained unor-
ganized.® Included among the nine out of ten workers quartered out-
side the house of labor were such entire basic industries as auto, steel,
maritime, and oil, where unions had barely penetrated or had been
all but wiped out in the 1920’s.

Summarizing briefly, from the turn of the century until the mid-
1930’s the historic challenge to the labor movement was ideologic—
the organization of the unorganized—and the labor movement gener-
ally failed to meet the challenge of its time. From this concrete pic-
ture it may be asked how justified are labor historians who reproach
the social unions for the archheresy of dual unionism? Indeed, so vast

® Ibid., p. 17.
" Ibid., pp. 17 and 18.

8 Ibid., p. 14. . .
°Figures taken from Irving Bernstein, “The Growth of American Unions,”

The American Economic Review, (June 1954).
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were the unorganized territories in 1930 that exclusive jurisdiction for
many of the craft unions, as the CIO subsequently demonstrated,
could be likened to an old Spanish land grant which bestowed on a
court favorite and his descendants a quarter or a half of California.

As for the glorification of the big breakthrough of the late 1930’s,
I cannot resist the Churchillian comment that never have so many
indulged in so much nostalgia over so few years. Many if not most
of those who led the breakthrough, which by 1941 brought the labor
movement to 875 million (15.4 percent of the civilian labor force), still
hold key leadership positions in the labor movement of today. And if a
preoccupation with administrative duties has replaced their crusading
ardor, the change was not a simple matter of choice. The Gompersism
of a labor movement fluctuating around the 18-million mark (one-
third of the civilian labor force) could hardly be the Gompersism of a
labor movement which represented less than one-tenth of its potential.

The birth of the new labor movement also marked the turning of
the tables on the skilled craftsmen who had trafficked on the defense-
lessness of their unorganized semiskilled and unskilled brethren. For
example, in the two decades since World War II, more often than not,
the skilled workers outside the building trades have had to grit their
teeth and accept the same across-the-board wage increases offered to
production workers. Despite the formation of skilled trades depart-
ments in industrial unions such as the UAW, the skilled have had to
rely more on individual threats to quit than on collective bargaining to
maintain an acceptable differential between their wages and the wages
of the unskilled.

The most important single characteristic of post-war Gompersism
is the central role now accorded the written labor contract. An essay
by Doris E. Pullman and L. Reed Tripp supplies valuable data on this
development. The labor contracts under the old unionism, with few
exceptions (principally in the railroad industry), were skeletal or
generalized working agreements where working conditions or rules
were left to more informal arrangements.!® Thus, pre-New Deal labor
contracts approximated the Western Europe concept of the collective
agreement as a statement of general principles and purposes, depending
for enforcement on the good faith of the parties or job action by

1 Pyllman and Tripp, “Collective Bargaining Developments” in Labor and
the New Deal, op. cit., pp. 333-335.
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workers, rather than their present status as a legally enforceable
document.

The supremacy of the written, binding labor contract has been
popularly credited to the NLRB. While NLRB rulings have un-
doubtedly spurred this trend, the outcome was assured when the new
industrial unions began to sign no-strike no-lockout provisions with
binding arbitration of grievances for the contract term. The CIO
unions thus demonstrated that job consciousness was not peculiar to
craft unions but was characteristic of all American labor, even of
unions whose leaders might have a contrary philosophy.

The binding agreement won out because it provided for undisturbed
working conditions and labor costs for a specified period of time. The
reluctance of social unionists who viewed this development as inimical to
class solidarity had to be overcome. Pre-depression memories haunted
them of unions working behind the picket lines of other unions in the
name of “sanctity of contract.”” They also had considerable misgivings
about diverting the class struggle on grievances into a quasi-judicial
proceeding.

Even among conservative labor officials the freezing of basic wages
and conditions for a fixed period was not an unmixed blessing. Many
of them preferred year-round bargaining European style, not, of course,
to wage class warfare, but to keep negotiations on a “human relations”
basis. Instinctively they shrank from negotiations structured to a
deadline implicit in the contract expiration date. The dramatization of
conflicting self-interests in an atmosphere of crisis bargaining made them
apprehensive about their ability to hold in check a restless membership.

The profound irony of collective bargaining American style is that
even as grievance adjustment becomes increasingly judicial at its ter-
minal point, the legislative process of negotiating contract terms must
be featured by a real or simulated confrontation of naked power. The
results of bargaining must be demonstrably won to be accepted by the
union membership.

Since 1961 the average wage settlement in manufacturing has held
approximately to Administration guidelines of 3.2 percent. Even so,
many if not most unions find it necessary periodically to engage in
struggle, often more taken than real, before they can wrap up a 3
percent economic package. Therefore, crisis bargaining has been assailed
not only by proponents of year-round human relations bargaining, but
also by those who have ethical qualms about “fixed” fights. As to the
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latter objection, it should be noted that the common goal of the
parties in these cases is predetermined by the very nature of the
situation rather than by behind-the-scenes arrangements. Also, rank-
and-file union members are becoming much more sophisticated about
the structural character of their negotiations and appear to enjoy being
entreated and argued with, until they have adjusted their expectancies
to a settlement they had every reason to suspect was there from the
very first bargaining session. The explanation for their attitude is not
hard to uncover if we recognize that the basic findings of Elton Mayo
are just as applicable in trade-union situations as they were to the
controlled conditions of his Hawthorne experiment.

A major reason for the lag in perspective of the new unionism is
that the transition from the depression breakthrough took place in a
wartime economy, under the wraps, so to speak. Although an unre-
lenting struggle continued, the decisive arenas were shifted to the
offices and conference rooms of government agencies, especially the
National War Labor Board; consequently the intensity of the struggle
was shielded from the public eye. But this was the period when the
labor movement advanced from 8% million members to 13 million,
when the foundation was laid for a private system of arbitration but-
tressed by the courts, having no counterpart anywhere in the world.

With the exception of the railroad and garment industries, arbitra-
tion of grievances in pre-New Deal labor relations was a ‘‘sometimes”
thing. Even after the breakthrough, Pullman and Tripp observe:

By and large, within the newly organized mass production
industries at the turn of the decade, arbitration either was not
mentioned at all in the contracts, or it was provided for on an

ad hoc basis. The conclusion to be drawn is that it was visualized
as a somewhat remote possibility.!!

Early arbitration was equated with humanitarianism, scorned by
voluntarists and ideologists alike. The arbitrator was seen as a mediator
with a club, dispensing his own brand of industrial justice on behalf
of the weak and helpless—certainly a far cry from grievance arbitrators
of today who utilize a great deal of criteria imported from contract
law and applied in a quasi-judicial fashion. Members of the National
Academy of Arbitrators, who do most of the arbitrating, adhere to the
record and render the mutual intent of the parties to the extent that
such intent is disclosed by the agreement, the testimony at the arbi-

B Ibid., p. 354.
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tration hearing, the exhibits, and other data which make up the record
of the proceeding. Yet so great is the lag in perspective of contemporary
labor relations that the stereotype is still widespread of an arbitrator
who sits like Solomon brandishing a sword, ever ready to bisect babies
to reach a true verdict.

Joel Seidman, in his enormously informative book on labor during
World War II, gives an absorbing account of the steps taken by the
Defense Mediation Board, predecessor to the War Labor Board, to
formulate criteria for settling wage disputes. In the following passage
we are shown how basic standards for interest arbitration were incu-
bated in these agencies:

In the large number of wage disputes that were referred to the
board, the absence of a set of principles forced the panels to im-
provise, which meant either that decisions followed relative bargain-
ing strength or that panel members fell back upon their own beliefs
as to desirable industrial practice, until guideposts were provided
by decisions in other cases. Sometimes panels were influenced by
the prevailing rate of wages in the industry and in the area, some-
times by the question of the company’s ability to pay, sometimes
by the rising cost of living, sometimes by the need to attract workers
to essential war industry.!2

Now a few comments on two topics which must be compressed to
keep within some bounds of the allocated length of this paper: the role
of the Wagner Act and of the Trade Union Unity League. One of the
most prevalent myths shared by labor historians is that labor could
not have achieved its historic breakthrough of 1936-37 without the
decisive help of the Wagner Act and other New Deal legislation such
as the NRA. The record of that period, spread out in detail by labor
histories such as Galenson’s authoritative work,!® affirms what those
of us with long memories knew all along: if ever a series of events
merits the term “operation bootstrap,” it was the recognition agree-
ments won successively in rubber and auto by use of the sit-down
strike, followed by the signing of a contract with U. S. Steel. All three
citadels of mass production industry were decisively breached before
the U. S. Supreme Court in April 1937 had upheld the constitutionality
of the Wagner Act of 1935.

Prior to the Jones-Laughlin decision the Wagner Act was dormant,

1 Joel Seidman, American Labor from Defense to Reconversion (Chicago:
The University of Chicago Press, 1953), p. 58.
3 Galenson, op. cit.
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ignored by virtually all major businesses who had every reason to
expect that the same “nine old men” who had declared other key
New Deal legislation to be unconstitutional would surely put an end
to the Wagner Act. This is not to minimize the importance of the act
(after its constitutionality had been affirmed) as an instrument for
vastly accelerating the pace of organization, enabling unions to gain
recognition from companies they could not have hoped to organize
otherwise. Nor can the catalytic effect of Section 7(a) of the NRA
in triggering the first depression strike wave in 1933, followed by the
even greater strike wave of 1934, be ignored. Also, as Jerold Auerbach
has pointed out in his careful study,!* the role of the La Follette Com-
mittee in curbing the more extreme employer resistance to unionism
must be underscored. Even so, all of these factors were auxiliary to
the main thrust of labor itself in the breakthrough of rubber, auto, and
steel.

A final comment on a topic that deserves a paper of its own—the
role and influence of the Trade Union Unity League on the watershed
of New Deal history. The TUUL was formally launched in 1929 and
dissolved in 1935. Other than some deeply probing observations in an
essay by Bernard Karsh,!® I have not yet seen a satisfactory and up-
to-date evaluation of its brief span of existence in print. To treat
TUUL activity solely as the operation of a foreign conspiracy, having
only shallow or incidental roots in American soil, is to caricature a
crucial influence on the 1933 and 1934 strike waves that prepared
the ground for the formation of the CIO in 1935. Here again, an
important factor in labor history is glossed over and finds expression
only at labor conventions in the pre-dawn reminiscences of late stayers
at cocktail parties.

Although labor historians are no longer prone to regard communist
trade-union activity as something outside the bounds of scholarship,
there are lingering attachments to the stereotype of the “tabloid Red”—
a term spoofing sensational press treatment of the Red Menace which
originated in a hit musical called “Parade,” produced by the Theatre
Guild in 1935. The tabloid Red is the villain of the old-fashioned
“mellerdrama.” His designs on the virtuous maiden, American Labor,

X Jerold S. Auerbach, “The La Follette Committee : Labor and Civil Liberties
in the New Deal,” The Journal of American History, Vol. LI, No. 3 (De-
cember 1964).

1 Bernard Karsh, “The Impact of the Political Left” in Labor and the
New Deal, op. cit.



LITERATURE IN AMERICAN LABorR HisTory 343

are repulsed, baffled, and foiled with monotonous regularity. Tabloid
Reds do not plan, they plot. They do not revise or alter policies, they
repudiate them. In the most complex periods of social change, they
single-mindedly pursue one course of action inflexibility, ruling out
all others.

For example, it is commonly believed that the TUUL completely
discarded the boring-from-within policy of its predecessor, the Trade
Union Educational League, and followed an exclusive, undeviating
policy of dual unionism. Actually, the TUUL followed both policies.
It mattered little to communist leaders whether they gained their
influence by organizing outside the union having exclusive jurisdiction,
or by boring from within that union. Whenever possible, both policies
were pursued simultaneously. If dual unionism was the dominant
policy, as it was in most cases, it was because that policy got more
results—which was why the TUUL was formed in the first place. But
the 1929 shift in emphasis from boring from within to dual unionism
was never an either/or policy.

The maritime industry will illustrate the point. The seamen were
offered the TUUL affiliate, the Marine Workers Industrial Union. For
the longshoremen the approach was to bore from within the Inter-
national Longshoremen’s Association. Early in 1933, when under the
impetus of Section 7(a) of the NRA the San Francisco longshoremen
were streaming into both the ILA and the MWIU, the TUUL heads
did not hesitate to dissolve the latter union and encourage its members
to enter the ILA. The MWIU made only sporadic attempts to or-
ganize nonunion longshoremen coastwise on the Atlantic and Gulf
Coasts. The basic emphasis was on boring from within the ILA.

Nothing could be more erroneous than the supposition that the
TUUL in the end failed in its objectives. On the whole its activities
were a huge success. The dissolution of the TUUL in a certain sense
attested to its effectiveness. It was then entrenched in several industries
and in a position to be much more influential by riding the wave of
the new unionism inside the AFL of 1935 than it could possibly have
been if it had isolated itself from the mainstream.

It is important to examine why and how the TUUL, of all the
radical groups, succeeded the Wobblies as the center of gravity of the
radical left. The TUUL did more than perpetuate the ideological tra-
ditions of its radical predecessors. Its most important accomplish-
ment was the development of practical organizing strategies and tech-
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niques, based on a concept of rank-and-file trade unionism, which
added much to the know-how of a new generation of nonradical labor
leaders. The basic feature of rank-and-file trade unionism is the in-
volvement of the rank and file in the decision-making process and
activity at all stages of a struggle. Although the TUUL was not
the originator of this approach, it .was the first to use it extensively for
winning short-term goals.

A notable organizing technique perfected by the TUUL leadership
was the use of grievances to move groups unresponsive to bandwagon
appeals. They taught that it was not enough to campaign on major
issues, making Utopian promises as a political party does at election
time. TUUL organizers had to find issues that made the workers
feel there was a practical possibility of winning and for which they
were willing to fight. Especially, they learned to ferret out the
relatively small, burning grievances that acted as a catalyst on the
group, and then to dramatize them by word and leaflet. A standard
TUUL organizing strategy was to concentrate on a key group of a
key department in a plant, giving a great deal of personal attention to
each individual in the group until it was welded together into a solid
union force, meeting covertly in homes and bars. This activity would
be supplemented by a regular distribution at the plant gates of a
mimeographed shop paper, replete with anonymous letters from all
departments, pounding away on day-to-day grievances as they arose.
When the union felt that enough sentiment had been worked up for an
organizing strike, it would move swiftly. The key group would pull
the key department, march it to all the other departments, and shut the
plant down. By the time of the formation of the CIO, former TUUL
leaders were among the most experienced and competent organizers
available, and for this reason, rather than overconfidence or naivete,
John L. Lewis utilized their services extensively.

Because the TUUL put its indelible stamp on the labor movement
in the two years preceding the formation of the CIO, salient facts of
its brief existence are still being uncovered piecemeal. To the historian
who would attempt to complete the story, I would suggest that he begin
with Galenson’s monumental work and continue where it leaves off.

For example, Galenson’s generally accurate portrayal of the Na-
tional Maritime Union is incomplete in its account of two events. The
final rupture between NMU President Joe Curran and the Communists
in 1946 is noted, but no mention is made of the fact that several in-
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fluential former TUUL leaders joined forces with Curran and made it
possible to break the communist hold on the union.!® Also, in dis-
cussing the expulsion in 1939 of NMU Secretary Jerome King and his
group, Galenson notes that one of the charges against them was collabo-
ration with the shipowners.l” He does not, however, mention the sworn
confession of Octave Loones, editor of the King group’s unofficial oppo-
sition paper, Tke Rank and File Pilot. Loones defected from the King
group with a startling special issue of the Rank and File Pilot, giving a
detailed account of the collaboration which was corroborated by another
leader of the group, Walter Carney. Not only was it in great part
financed by key shipowners, but prominently involved in the alliance
was the Railway Audit and Inspection Corporation, a labor detective
agency that did not escape the attention of the La Follette Committee.!®

What is surprising to me is not that there were omissions in the
book, but, considering the vast panorama of industries in the throes
of upheavals so accurately depicted, that a reader with a fairly reten-
tive memory and a more than passing acquaintance with the maritime
industry in the 1930’s could flag only two of them.

A concluding observation might be fitting on a development of great
portent to the new unionism—the quiet, almost overnight shift in
political power to urban centers, occasioned by U. S. Supreme Court
rulings on reapportionment. If there is one aspect of Gompersism
found wanting by friend as well as antagonist, it is its attitude toward
social legislation. The average union member, who accepts unques-
tioningly the legend of labor as a pioneer in this field, will be jolted
by the record detailed in recent labor histories. The role of Gompersism
in this century in the enactment of key legislation such as minimum
wages for men, unemployment compensation, social security, the
Wagner Act, the continuation of the Fair Employment Practice Com-
mission as a federal measure after World War II, ranged from outright
opposition to reluctant acquiescence.

The pre-New Deal opposition of Gompers and his followers to
minimum wages and social security can be considered nothing less
than a distortion of the honored principle of voluntarism. The explana-
tion that the Gompersites were motivated by a belief that these matters
should be reserved exclusively for collective bargaining simply does

'* Galenson, op. cit., p. 443.
¥ [bid., p. 442.
8 Auerbach, op. cit., p. 443.
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not square with the contrary views held by the Gompers of the nine-
teenth century.

More probably the Gompersites were moved by a well-founded
sense of weakness to such extremes in cultivating important employer
support as to impair the normal checks and balances of collective bar-
gaining. The new political supremacy of the urban centers upon which
the labor movement is based, is bound to eradicate any vestiges of that
sense of weakness and could profoundly alter the labor movement’s
approach to politics.



DISCUSSION

JErROLD S. AUERBACH
Brandeis University

To paraphrase both Henry Ford and Edward Peters: labor history
is bunk. American labor history, according to one of the ablest mem-
bers of the profession, “has suffered for many years at the unskilled
hands of most of its practitioners.” ! If this evaluation is accurate—
and I think that it is—an examination of recent literature in American
labor history should not only confirm this harsh judgment but yield
constructive alternatives. Mr. Peters’ perusal of the literature meets
the first of these requirements, albeit by implication. I do wish, how-
ever, that he had not been so reticent with regard to the second.

A frequent target of reviewers and critics in any discipline is un-
certainty of focus; numerous authors have been, and doubtlessly
always will be, chided for drifting from their chosen subject. The
problem in labor history is precisely the reverse. Most labor historians
have demonstrated a zealous commitment to their subject---or at least to
their subject as they defined it. Unfortunately, this very commitment
has proven to be a source of weakness rather than strength. Why?
Because labor historians have failed to confront a basic question: must
labor history be union history? Or, if they have confronted this
question, they have invariably and unwisely answered it affirmatively.

Mr. Peters’ remarks reflect, and reinforce, this tendency. Virtually
every book that he cited represented variations on the theme of labor
history as the history of unionization. The twin foci of recent literature,
he suggests, are “Gompersism” and the New Deal and post-New Deal
(organized) labor movements. My central criticism is not that he has
misrepresented the drift of this literature—although there are indices
of change which he neglects—but that he seems reasonably (or un-
reasonably) tolerant of it. His approach, like the approach of the
historians whose work he summarizes, treats with expertise the ex-
posed tip of the labor history iceberg but neglects the vast mass beneath
the surface. :

Within the framework of labor history as union history, Mr. Peters
has criticized labor historians for indulging in what he aptly calls
“the literature of nostalgia.” His impatience with those who genuflect

1 David Brody, Review in Labor History, VI (Spring 1965), 166.
347



348 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

to the New Deal while murmuring imprecations against the sorry
current state of union affairs is eminently justified. But I wonder
whether he does not fall victim to the same tendency. He, too, speaks
of the New Deal as ‘“a watershed which parts the stream of the past
movement from the present.”” And he concedes that contemporary
union leaders seem preoccupied with administrative duties at the ex-
pense of “crusading ardor.”

At the risk of seeming to play both sides of the same street, I
would like to suggest that while the New Deal years may well repre-
sent an unfair point of reference for denigrating current union activities
and leadership, a convincing argument can be made that Mr. Peters
has underestimated the impact of New Deal labor legislation on union
gains of the thirties. Labor historians, he suggests, have perpetrated
the myth that “labor could not have achieved its historic breakthrough
of 1936-37 without the decisive help of the Wagner Act and other
New Deal legislation such as the NRA.” For Mr. Peters the salutary
union developments of that period represent “operation bootstrap,”
where workers in vital segments of mass production industry secured
agreements with management prior to the Jones and Laughlin decision
upholding the National Labor Relations Act. Section 7(a) and the
Wagner Act, he insists, were “auxiliary to the main thrust of labor
itself. . . .

I have no intention of minimizing the courage or fortitude of in-
dustrial workers and union organizers who refused to surrender to
injunctions, spies, strikebreakers, private police, or gas guns and billy
clubs. The larger question, perhaps, is why didn’t they surrender?
Certainly the desperation born of the Depression was a critical factor.
So, too, I submit, was New Deal labor legislation, which established a
new legal framework for labor relations in this country. Union or-
ganizers exaggerated when they told workers, after enactment of 7(a),
that the President wanted them to join a union. If Roosevelt would
have gasped at this effrontery, workers, with justification, found the
statement plausible. But the key statute, of course, was the Wagner
Act, which not only gave workers the legal right to organize but
provided the machinery to enforce this right. For the first time,
workers had the legal right to resist anti-unionism, and they proceeded
to use their new power to the hilt. To be sure, their own efforts were
of vital importance, but there had been similar, and fruitless, efforts
in the past when the legal basis of unionization did not exist. It is
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hardly coincidental that the two great union waves of the thirties
followed on the heels of 7(a) and the Wagner Act. Mr. Peters even
concedes as much; he notes that “under the impetus of Section 7(a)”
longshoremen “were streaming into both the ILA and the MWIU. . . .”
Clearly, there could have been no successful “operation bootstrap”
without New Deal labor legislation as the foundation.

The emphasis in recent literature on the New Deal is symptomatic
of a larger deficiency in the writing of labor history: concern for the
institutions at the expense of the individual; for the organization to
the detriment of the larger society. The failure, in a word, is one of
perspective. Reference to a recent article, journal and book on labor
history will make this apparent. Five years ago, in an essay entitled
“Problems and Sources in Writing Labor History,” Richard B. Morris
issued a commendable call for the use of unorthodox material in
fashioning labor history-—he cited court and business records and
newspapers. Yet what Professor Morris offered with one hand he took
back with the other. In his concluding remarks he wrote: “Ideally, it
would have been helpful had early trade unions kept careful and
systematic records, had labor leaders preserved their correspondence
... and had statesmen . . . shown a greater preoccupation with branches
of labor outside the institution of slavery. .. .” 2 In translation this
might read: if only tradition-bound historians could utilize traditional
sources, they might safely continue to write traditional history. Since,
sadly, these sources are lacking, we must muddle through as best we
can with unorthodox material—and occasionally even an unorthodox
question or two.

The journal in which Professor ‘Morris’ article appeared was Labor
History, which has now been publishing articles on the subject for six
years, certainly long enough to establish its credentials as a repository
for monographic literature in the field. Recently, I examined forty-
five articles published during the years 196162 and 1964—65. Thirty-
six fit neatly into the pigeon-hole labeled institutional labor history.
Of these, fourteen are studies of various aspects of organized labor,
thirteen focus on labor and government, six discuss individuals, and
three treat dramatic events. Without itemizing the remaining nine,
suffice it to say that only two break new methodological ground. To
inflict further suffering on Clio, one of these was written by an econ-

?Richard B. Morris, “Problems and Sources in Writing Labor History,”
Labor History, I (Fall 1960), 318.
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omist and the other by a sociologist. These remarks are not, of course,
intended to cast discredit on the editors of Labor History, who must by
now know all about silk purses and sows’ ears.

Perhaps the nadir of labor history viewed through the wrong end
of the telescope came in a recent study of labor and Progressivism in
New York.? Potentially this is a significant subject: from an imagina-
tive treatment we might learn more about the nature and thrust of
Progressivism, the values of early twentieth century reformers and
the society they rebelled against, and the social structure of the Empire
State. Instead, the author chose to examine the relationship between
Progressives and organized labor, although he admits that in 1910 the
latter represented but a minuscule percentage of even the industrial
working force, which in turn comprised but a third of the total work
force in the nation. Further pursuit of this line of approach might
produce a history of transportation based solely on a study of the
shoe industry.

If there were no alternatives to labor history as institutional history
we would be compelled to accept the traditional approach. Fortunately,
there are alternatives that have already reached fruition. Reference
to two of them must suffice. Irving Bernstein and David Brody have
demonstrated the wisdom of focusing on workers rather than on
unions. Mr. Bernstein’s work is too familiar to justify restatement here.
Professor Brody’s study of steelworkers during the non-union era prior
to World War I offers conclusive evidence that labor historians can
ask meaningful questions and can break the constricting bonds of their
discipline.* His more recent volume, though soberly titled T/e Butcher
Workmen: A Study of Unionization, also breaks new ground by
analyzing the process and causes of unionization rather than describing
its consequences.

Perhaps the most challenging new perspective appears in Stephan
Thernstrom’s Poverty and Progress: Social Mobility in a Nineteenth
Century City. Thernstrom’s study of working class life in Newbury-
port, Mass. from 1850-1880 offers a partial answer to the vital ques-
tion: how open and fluid was nineteenth century class structure in the
United States? His focus is on workers who were untouched by the
organized labor movement; his problem is to measure the myth of

8 Irwin Yellowitz, Labor and the Progressive Movement in New York State,
1897-1916 (Ithaca: Cornell University Press, 1965).

* David Brody, Steelworkers in America: The Non-Union Era (Cambridge:
Harvard University Press, 1960).
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mobility against social realities. Thernstrom’s tentative burial of the
rags-to-riches myth is not the least of his achievements. He has asked
new questions, probed new sources, and applied new techniques. His
conclusion—“Class differences in opportunities were deep and per-
vasive; a large majority of the unskilled laborers in Newburyport and
a large majority of their sons remained in the working class throughout
the 1850-1880 period” >—no less than his methodology should stimu-
late creative changes in the writing, or rewriting, of American labor
history.

As Mr. Peters indicated, too much recent literature has been
written in an historical vacuum. We should know much more than
we do about the social position of the worker at all times in our past,
and about his aspirations and feelings. The impact of industrialization
on the worker has yet to be fully gauged. We need to know, in the
words of one historian, “what it was like and what it felz like to be a
worker. . . .”® Social mobility, class structure, and ethnic conflicts
remain unexplored dimensions of the workers’ past. Labor, John L.
Lewis once complained in a moment of pique, was being strangled in
the house of its friends. This warning should be heeded, lest the same
verdict apply to labor history.

® Stephan Thernstrom, Poverty and Progress: Social Mobility in a Nine-
teenth Century City (Cambridge: Harvard University Press, 1964), 163.
® Ray Ginger, Review in Journal of American History, L1 (June 1964), 120.

GErD KORMAN
Cornell University

Although a growing number of historians are working in the field
of labor history I believe Mr. Kahn overestimates their number. The
following remarks therefore assume that most labor history today is
still being written by institutional economists.

Our special problems in the writing of labor history began in 1910
when, at Wisconsin, the colleagues of Frederick Jackson Turner did
not harken to their Harvard-bound chairman.! Figuratively speaking,

1 John Higham, History (New York: Prentice Hall, 1965), 178; Curtis P.
Nettles, “History out of Wisconsin,” Wisconsin Magazine of History, Vol. 39
(Winter, 1955-1956), 117-118.
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instead of inviting John R. Commons up the hill, to chair the history
department in Bascom Hall, they left him at the bottom, in Sterling,
in the department of economics.* There, to his everlasting glory, he
developed institutional economics and within that discipline established
the field of labor history. And to their everlasting shame Clio’s prac-
titioners pretended as if the history of trade unionism, labor politics,
and protective labor legislation had nothing to do with them; these
subjects belonged, at the bottom, to the institutional economists. Sub-
stantively they parted company, but fortunately, for the historians,
Commons shared with Turner the conception that history was the story
of conflict between competing interests, the “enthusiasm” for balance
and compromise, and the conviction that economic opportunity, in the
form of free land, provided the key to understanding America’s attri-
butes.2 Thus, the historians and Wisconsin’s economist remained rela-
tives and the studies of Commons, and those that came from more than
a generation of his students formed a part of that great body of histori-
cal literature remaining true to the spirit of Turner. These common
elements between the followers of Commons and Turner also made it
possible for Clio’s younger disciples to take on the Common’s school
of labor history while tackling the Turnerites and the early pro-
gressive historians in general. The results of those attacks, and the
subsequent attack on the attackers are reflected in Herman Kahn’s
concerns about labor history and in the options he suggested for
future research.

Almost from the start of these attacks, that is in the 1920’s and
1930’s, the German and English inspired institutionalism was found
wanting among younger historians, While the Wisconsin school of in-
stitutional economists remained true to the history presented in “Amer-
ican Shoemakers—A Sketch of Industrial Evolution, 1648-1895,” in-
stitutional history, as such, changed directions. Historians had become
“critical of tradition, insensitive to institutional continuities, and pre-
occupied with domestic conflict.” They had become, continues John
Higham, “. . . fascinated with the concrete experience of particular
groups in distinctive environments. They wrote, usually with a close
feeling of identification, about such folk as dirt farmers, indentured

* Actually the university’s Central Hall was renamed Bascom Hall on
June 22, 1920, and the department of economics, then known as the Depart-
ment of Political Economy, did not move into Sterling Hall until 1916, the year
the building was completed.

? Higham, History, 178.
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servants, cowboys, missionaries, Indians, and immigrants.” 3 I think
it is reasonable to suggest that Mr. Kahn invites us to follow this line
of historical inquiry; that is to say to use Richard B. Morris’ studies
of bonded labor as one set of models.

Mr. Kahn asks us also to look to another line of inquiry, one
which represents among contemporary historians discussions of con-
flict, change, and continuity. Oscar Handlin and his students have
examined immigrants and communities seeking to study questions of
movement through space and through the ranks of society. But they
have not been alone in examining these questions as the studies of
Paul Gates, C. Vann Woodward, Merle Curti and their students, and
the essays of Richard Hofstadter and William A. Williams testify.*

The institutional economists may well say that all those areas do
not belong to the labor historian. I agree: they belong to the historian,
for frankly, the historian and the institutional economist writing about
the past have drifted far apart, so far in fact that Mr. Bernstein’s call
of 1960 and ‘Mr. Kahn’s plea this morning means this: institutional
economists, become historians and share the spoils of the future.

I agree, with conditions, which I hope Mr. Kahn will accept. The
subject matter, not the academic discipline must govern the choice of
tools. Students who choose to study the past must become historians.
But American historians who choose to study labor—organized, un-
organized, disorganized, urbanized, stratified, and sanctified—must
become sensitive to, if not acquire the relevant expertize of the insti-

8Ibid., 189 and 191. See also Harvey Wish, The American Historian: A
Social and Intellectual History of the Writing of the American Past (New
York: Oxford University Press, 1960), 133-157 where Wish discusses “John
Bach McMaster and the Rise of Social History.”

¢ The following are examples: Oscar Handlin, Boston’s Immigrants (Cam-
bridge: Harvard University Press, 1941); Rowland T. Berthoff, British Im-
migrants in Industrial America (Cambridge : Harvard University Press, 1953) ;
David Brody, Steelworkers in America: The Nonunion Era (Cambridge: Har-
vard University Press, 1960); Stephen Thernstron, Poverty and Progress:
Social Mobility in a Nineteenth Century City (Cambridge: Harvard University
Press, 1964) ; Paul W. Gates, “Frontier Estate Builders and Farm Laborers,”
in Walker D. Wyman and Clifton Kroeber, editors, The Frontier in Perspec-
tive (Madison: University of Wisconsin Press, 1957), 143-163; Charlotte
Erickson, American Industry and the European Immigrant, 1860-1885 (Cam-
bridge: Harvard University Press, 1957); C. Vann Woodward, Origins of the
New South, 1877-1913 (Baton Rouge: Louisiana State University Press, 1951),
175-234; Merle Curti, The Making of an American Community: A Case Study
of Democracy in a Frontier Country (Stanford: Stanford University Press,
1959) ; Richard Hofstadter, Age of Reform (New York: Vintage, 1960);
Willilam Appleman Williams, Contours of American History (New York:
World Publishing Company, 1962).
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tutional economists, or if you will the relevant expertize in the field
of industrial and labor relations.

The historian has to climb down from his pedestal, or perhaps up
to a higher one. If he is to study labor he must learn how to combine
an intra-disciplinary approach with an inter-disciplinary one; and he
simply must become receptive to the quantitative methods and theo-
retical formulations developed by scholars from various disciplines
working in the field of industrial and labor relations. If he chooses to
study unions and other labor organizations he must mend the artificial
split purposefully created by the departments at Madison and Balti-
more a few years after Richard T. Ely left Johns Hopkins for the
“far” and “wild and wooly country of Wisconsin.”® The historian
must learn how to integrate the Wisconsin school with the administra-
tive and structural approach developed by Messrs. Hollander, Barnett,
and Glocker. Effectively done the historian of labor organizations
could join a growing number among Clio’s practitioners, now free from
the formalistic and evolutionary emphasis of the nineteenth century
institutionalist, trying to develop a new kind of institutional history,
one concerned with structure, process and manipulative procedures.®

The institutional economists have done yeoman service in the
field of labor history. Their shortcomings are more the fault of the
historians, who would not venture, down, among the mutes of history,
than the fault of the policy conscious economists, the sociologists, and
the especially gifted activists in the labor movement who years ago
tried to find the way to make the mutes speak.

8 Richard T. Ely, Ground Under Our Feet: An Autobiography (New York:
Macmillan, 1938), 181.
® Higham, History, 231-232.
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MINUTES OF THE IRRA ANNUAL SPRING
EXECUTIVE BOARD MEETING

BUFFALO, NEW YORK, MAY 3, 1965

The IRRA Ezxecutive Board met on Monday, May 3, 1965, 6:30
pam. at the Statler Hilton Hotel in Buffalo. President Edwin Young
presided. Present were: Secretary-Treasurer Johnson, Editor Somers;
Board Members Barbash, Brown, Hildebrand, Jensen, Levitan, Seid-
man; and Messrs. A. Bartlett, L. Buckley, C. Dankert, R. Garnier and
J. Sherman.

Secretary-Treasurer Johnson reported a complete slate of nominees
for office in 1966 had accepted nomination.

The financial and membership report showed an increase of $4393.59
in cash on hand as of March 31, 1965 over a year ago, and an increase
of $6717.58 over March 31, 1963 (before the dues increase from $6
to $8). The increase this year was due largely to a separate mailing
of renewal notices and faster collection. Considerable effort had been
made to increase membership since the beginning of the year including
promotional mailings to nonmembers of the six local chapters whose
membership lists were submitted to the Association office. Promotional
letters were sent to over 2000 members of the American Arbitration
Association, and a partial mailing to 3000 members of the American
Sociological Association is in process.

Vernon Jensen pointed out that the Association has been financially
able to maintain its present publication schedule of a research volume
each year and at the same time keep its annual dues near the bottom
of the list of comparable associations.

The request for affiliation of the new local chapter of the Industrial
Relations Research Association for Western New York was presented
and approved. President Young presented the chapter charter to
Alton Bartlett and James Sherman with appropriate ceremony.

Editor Somers reported the good news that the Labor Law Journal
will publish the Buffalo Spring Proceedings in the July issue on the
same basis as last year. There is some hope that this arrangement may
continue in the future.

Joel Seidman recommended that more leeway be given participants
in published paper length, but from the standpoint of equity, the
editor ought to establish a higher word limit. Jensen suggested that if
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the Association can afford it, higher limits would often result in more
worthwhile papers and would lessen the author’s pain in being forced
to reduce the length of his paper. Bill Whyte’s format of one principal
paper with two discussants would make it possible to raise the word
limit on the papers. It was suggested that a maximum word limit might
be set for each session. The Editor indicated that higher word limits
would be considered for the next meeting.

Clyde Dankert reported that the galley proof for Hours of Work was
due from the publisher, and the volume would be out in the fall. He
regretted that the publication was to appear later than originally
planned. Editorial work had been burdensome because of the number
of contributors and differences between the publisher’s editor and the
Association editorial board. Consultation with editorial chairmen of
earlier volumes would be of value. Young named Dankert as a con-
sultant to editors of the next volume.

Johnson set publication date of the Directory for summer or fall
of 1966. Questionnaires would be mailed from the Madison office in
the fall of 1965. An 814x11 page size was suggested if offset printing
is used.

Publication in 1967 of the International volume was discussed on
the basis of an outline of topics and authors submitted by Sol Barkin.
The outline was approved, but because it included more chapters than
most IRRA volumes, it was noted that shorter chapters would be
necessary. No suggestions for additional authors were made.

Topics for the 1968 research volume were discussed: evaluation of
the attack on poverty, Sar Levitan’s somewhat narrower focus on
income-maintenance provisions, a review of the current status of social
security, wage supplements, fringe benefits and women in the work
force. Discussion centered on the outline for a proposed volume on
income maintenance presented by Sar Levitan.

Jack Barbash noted that the suggested topics were heavily in the
economics area and suggested consideration of interdisciplinary subjects.
Other possible topics were discussed by Vernon Jensen, Joel Seidman
and Douglass Brown.

A motion was passed to accept Levitan’s suggestions as a basis of
the 1968 volume. The possibility of having the board based in Wash-
ington for logistic ease was discussed. Suggestions for the editorial
board included Herman Miller, Phil Arnow, George Hildebrand and
Robert Lampman. President Young agreed to appoint the editorial
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board in one month. He requested that additional suggestions for
editors and authors be sent to him by the Board members.

The possibilities of reprinting out-of-print IRRA publications were
discussed. Nine Proceedings and seven research volumes are now out of
print or practically out of print. The Johnson Reprint Company would
reprint and handle promotion and sales of all IRRA out-of-print vol-
umes on a 15% royalty basis, but the cost of the volumes to members
would be relatively high. ITRRA would retain copyrights. Barbash
requested that it be determined first whether Harpers had retained
print type on their out-of-print IRRA publications. The Board agreed
that an effort be made to promote sales and handle reprinting from
the Madison office, but that the decision on reprinting procedures should
be made by the President, Secretary-Treasurer and Editor. If after ex-
amining the data on demand, costs, prices, etc., it appears to be a
borderline case, then the question should be brought back for decision
of the Board in December.

In discussing the plans for the December meeting, Lou Buckley
reported that Presidential Luncheon tickets for the meeting in New
York would cost $7, and the New York Hilton would like time and
meeting room schedules as soon as possible. The Board agreed that
the luncheon meeting should be eliminated and that the President’s
paper should be presented in a separate afternoon session, in conjunc-
tion with the membership meeting, or in an evening session. Young
suggested that it be combined with a more meaningful membership
meeting to review the Association’s policies. Jensen suggested that the
combined meeting might precede the evening social hour.

Young announced preliminary program plans for the New York
meeting, with emphasis on labor-market changes. One or two sessions
of contributed papers will be scheduled. Further publicity will be given
to this in the June Newsletter; and the President will write to major
universities requesting professors to bring the sessions to the attention
of their Ph.D. students. A sprinkling of major figures will also be in-
cluded in these sessions. The format of two morning sessions and one
afternoon session was adopted experimentally. It was suggested that
good sessions be scheduled at 8:30 a.m. in order to attract interest in
them. A joint session with the American Finance Association was in the
process of arrangement.

In discussions on the 1966 Spring Meeting in Milwaukee, it was
decided to hold the sessions on Friday and Saturday during the first
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week in May. President Young would check with Arthur Ross, the
President-Elect, in order to clarify the role to be played by the Wis-
consin Chapter in arranging the program. It was agreed to follow the
suggestion of William Whyte in arranging a joint session with the
Society for Applied Anthropology meeting in Milwaukee at the same
time. Robert Garnier, president-elect of the Wisconsin Chapter, sug-
gested that stress be placed on labor relations in the public service, an
area in which Wisconsin was now doing pioneering work. It was sug-
gested that a dinner meeting would bring out a larger crowd to listen
to a speech from a distinguished guest than a luncheon meeting.

The board approved the recommendation that the IRRA take the
lead in establishing an International Industrial Relations Research As-
sociation. It was suggested that the British Journal of Industrial Rela-
tions might serve as the journal of the new association if B. C. Roberts
and his associates were agreeable. Gerald Somers was asked to canvass
key persons abroad for their reaction to the proposal and report his
findings to the Board in December.

President Young thanked the members for coming. The meeting
was adjourned at 9:35 p.m.



MINUTES OF THE IRRA ANNUAL WINTER
EXECUTIVE BOARD MEETING

NEW YORK CITY, DECEMBER 27, 1965

The IRRA Executive Board met at 6:30 p.m., Monday, December
27, 1965, in the New York Hilton Hotel. President Edwin Young
presided. Present were: Incoming-President Arthur Ross; President-
Elect Neil Chamberlain; Secretary-Treasurer David Johnson; Editor
Gerald Somers; Board Members (16) Benjamin Aaron, Frances Bair-
stow, Gertrude Bancroft, Seymour Brandwein, Douglass V. Brown,
George Hildebrand, Vernon Jensen, Everett Kassalow, Sar Levitan,
J. Wade Miller, Jr., Frank Pierson, Roy Reynolds, Arthur Saltzman,
Joel Seidman, George Shultz, Harold Wilensky; Nominating Com-
mittee Chairman George Strauss; Arrangements Committee Chairmen
Louis Buckley (New York) -and Laurence Corbett (San Francisco).

President Young introduced the president-elect and new board
members.

Secretary-Treasurer Johnson reported an increase of 182 more
members compared with this time last year. This trend continues the
increases of the last five years. Local chapter membership lists had
been exchanged with eleven chapters and promotional mailings had
been sent to local chapter members who were not national IRRA
members. Promotional mailings were made to members of the Ameri-
can Arbitration Association and to a partial list of members of the
American Sociological Association (the balance of the ASA list to be
mailed early in 1966).

The Secretary-Treasurer reported that the cash position of the
Association had continued to improve, with the November 30, 1965
cash balance of $4,955.43 higher than a year ago. The noted increase in
dues payments was partly due to earlier billing (October 1) and would
be likely to reflect somewhat adversely on 1966 income. Both of the
1965 volumes had fewer pages than the previous year, with a resultant
cost saving.

The results of the annual election were reported by Johnson for the
Elections Committee: Neil W. Chamberlain, president-elect, and board
members Benjamin Aaron, Frances Bairstow, Seymour Brandwein,
Roy R. Reynolds and Harold L. Wilensky. A total of 825 ballots
were cast.
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The new ITRRA Membership Directory is scheduled for publication
next summer, Johnson reported. Questionnaires were in the mail for
delivery before the first of January. The format followed rather closely
that of the 1960 edition of the Directory.

Johnson indicated that negotiations on the reprinting and merchan-
dising of the out-of-print IRRA volumes had not been concluded, but
University Microfilms at the University of Michigan had offered to
reprint the 16 publications now out of print at an average price of
$4.30. It remained to be determined whether this sum would include
promotional costs, and whether University Microfilms would take the
risk of reprinting and marketing these publications when there was no
way of assessing the potential market for them. Storage would be a
problem in the Madison office if the distribution were handled there.

Requests for affiliation of two new chapters, Central Ohio and
Iowa, and for reactivation of Michigan State Chapter were presented
and approved.

Editorial Board Member Kassalow reported for Editor Sol Barkin
that all of the 1967 International volume chapters were assigned and
in progress; the first manuscripts were scheduled to be in by the end
of April. Barkin’s outline and comments were presented and discussed.

Plans for the 1968 Income ‘Maintenance volume, as tentatively out-
lined by its editor, Sar Levitan, were discussed at length. Levitan
agreed that the present outline was lengthy, but expected some reduc-
tion in the number of individual chapters and expected them to focus
more fully on fewer areas. Hopefully, younger people would be among
the authors selected, but it was agreed that this type of survey would
be difficult for younger writers. It was suggested the outline was too
broad in emphasis and scope to really be a piece of research, and that
a narrower central theme or hypothesis was necessary if it were to be
a research volume that might lead to fresh thinking. Other comments
included suggestions with regard to other types of income which might
be included and other concepts of welfare payments.

It was suggested that the titles of sessions be indicated on the spine
of Annual Proceedings for purposes of easier reference. It was agreed
that the possibility of such indication would be explored.

Topics for the 1969 and future research volumes were suggested and
discussed. Among these were: industrial relations theory and structure;
focus on the approaching decade of employment, touching on such
aspects as job ladders, matching people and jobs, and job satisfaction;
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a focus on what is happening to industrial relations institutions; the
under-organized: women, farmers, the poor and other groups outside
the scope of regular labor unions; organization among employer asso-
ciations; public employment and professions; income policy and other
national labor policies, including voluntary restraints. A specific deci-
sion was to be reached at the May meeting.

Somers then reported on the results of his inquiries into the IRRA’s
role in establishing and supporting an International Industrial Rela-
tions Association. On the basis of favorable replies to his inquiries, he
recommended that the IRRA join the British Universities Industrial
Relations Association and the Institute of International Labour Studies
in Geneva in sponsoring the new association, with the latter unit pro-
viding the secretariat headquarters in Geneva. Questions were raised
concerning a possible conflict with the International Society of Labor
Law and Social Legislation, the absence of sponsors other than Anglo-
Saxon countries, the role of eastern European countries, and the sched-
ule for the first international conference. A committee composed of
Arthur Ross and Gerald Somers was appointed to look into these
matters and report back to the Executive Committee at its May meet-
ing. If the recommendations were favorably received at that time, it
was anticipated that one or two IRRA representatives would meet in
Geneva during the summer to help launch the international association.

The Board was pleased to accept the Detroit Area Chapter’s invi-
tation to hold its 1967 Spring Meeting in Detroit.

Nominating Committee Chairman Strauss reported on his com-
mittee’s choice of a nominee for President-Elect in 1967. The choice
was unanimously approved. He suggested that in the future the
Nominating Committee should meet before the Executive Board
Meeting. He would like the Secretary-Treasurer, with Board approval,
to codify rules for the Nominating Committees’ use, covering customs
and tradition in choice of nominees. He also suggested more promotion
for membership among industrial psychologists.

Ross and Johnson reviewed the program and plans for the Mil-
waukee 1966 Spring Meeting.

Ross requested suggestions for the 1966 December Meetings in
San Francisco. Among those forthcoming were: appraisal of the
econornic opportunity act; international comparisons: institutions,
structural trends, increasing government intervention, Christian trade
unions; current programs of federal employment and wage policy,
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hopefully an annual review program, perhaps jointly held with the
AEA; industrial relations in plants where government is the only
customer; annual contributed papers sessions, specifically labeled for
students; draft of federal labor code, areas of conflict and overlap in
labor legislation, NLRB and arbitration; evaluation of the Employ-
ment Service; evaluation of the automation report; evaluation of geo-
graphical relocation assistance and incentives for employer retraining
to ease skill shortages.

Secretary-Treasurer Johnson was re-elected for three more years,
with the thanks of the Board for his previous service.

President Young expressed thanks to New York Local Arrange-
ments Chairman Buckley and his committee, noting the great efforts
they had made to arrange a successful meeting. Young then expressed
the Association’s appreciation of their service to retiring Board Mem-
bers Gertrude Bancroft, Vernon Jensen, Everett Kassalow, J. Wade
Miller, Jr., Joel Seidman.

In response to a request that the IRRA make a public statement
on the labor dispute at St. John’s University, Young restated the
IRRA’s constitutional prohibition against the Association taking a
public stand on policy issues.

The meeting was adjourned at 10:30 p.m.



MINUTES OF THE IRRA
MEMBERSHIP MEETING

NEW YORK CITY, DECEMBER 28, 1965

Incoming President Arthur Ross presided at the general membership
meeting held following President Edwin Young’s presidential address at
4:00 p.m. December 28, 1965. About 200 members were present for
the membership meeting.

It was announced that requests for affiliation of two new local chap-
ters, Central Ohio and Iowa, and for reactivation of Michigan State
Chapter had been accepted by the Executive Board; that the Board has
also accepted the Detroit Area Chapter’s invitation to hold the 1967
Spring Meeting in Detroit. The Detroit Chapter is IRRA’s largest
local chapter and one of its most active. Ross stressed the vital role
played by local chapters in other cities in the U. S. and in other coun-
tries, stressing the importance of their place in the IRRA.

President Ross presented program and meeting plans for the 1966
Spring Meeting in Milwaukee, May 6-7, which had been arranged
largely with the help of Secretary-Treasurer David B. Johnson. He
hoped the meeting would interest and attract people who do not
ordinarily attend IRRA meetings, and he asked for suggestions for
promotional mailing lists.

Ross also urged a good attendance at the 1966 December Meetings
which he announced would be held in a “real” San Francisco hotel,
the Sir Francis Drake. He named Laurence Corbett, local chapter
president, as his local arrangements chairman—to carry on the pre-
liminary work begun last year by Walter Slater, chapter president at
that time. Activities would be planned for wives and families of mem-
bers. Ross announced that his program committee for the San Fran-
cisco meeting would include Benjamin Aaron, Irving Bernstein, George
Strauss and Harold Wilensky. He indicated that this committee and
the local arrangements appointments were among the few political
plums he had been able to award to his constituents.

President Ross reported to the membership on the status of forth-
coming special volumes. The 1966 Membership Directory was sched-
uled for summer publication, contingent upon the promptness of ques-
tionnaire return by members. The 1967 volume on International
Labor Relations was well along and would be in the manuscript stage
in a few months, according to Editor Sol Barkin’s current progress
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report. Sar Levitan, chairman of the Editorial Board of the Income
Maintenance volume, scheduled for 1968, indicated that he was still
open to suggestions for topics and authors for some chapters.

Ross continued his report on the affairs of the Association with a
review of the Executive Board’s discussion on whether the IRRA
should encourage establishment of an International Industrial Relations
Association. Questions had been raised as to the possible conflict with
existing international organizations. The question was to be pursued
further prior to final action by the Executive Board. The views of
members are welcomed.

After President Ross finished his report to the membership, he
requested their suggestions for the program of the 1966 December
Meetings and for subjects for the 1969 research volume. One member
suggested that program topics of the meetings should be geared to
those of the research volumes, with the meeting providing an extension
or further exploration of a topic already pursued in a volume. It was
also suggested that the Newsletter include a description of the pro-
cedure by which one becomes a participant in the annual programs.
Another member urged that other language groups be approached early
in the establishment of an international association since other national
associations already have sizable memberships.

Other comments of members concerned the delayed mailing of
IRRA hotel reservation cards and whether anything had been done
to require the national membership of local chapter members who were
permitted to get the benefits of the IRRA without paying national dues.
Secretary-Treasurer Johnson reported that membership lists had been
exchanged with local chapters and that during the last year the
Association had mailed out 1200 promotional packets to local members
who were not also national Association members. No figures were
available on the percentage of national IRRA memberships among
local chapter members. Johnson stated that the decision of the Execu-
tive Board had been to promote and encourage membership in both
the national and local organizations rather than to require it. It was
pointed out that although local membership provided some benefits,
those who were only local members received no IRRA publications,
the chief tangible product of the Association.

It was suggested by Bernie Samoff that an IRRA committee be
appointed to examine junior and senior high school texts dealing with
industrial relations. Consideration should then be given to the prepara-
tion of a short paperback text on industrial relations for high school use.

The meeting was adjourned at 5:20 p.m.



AUDIT REPORT
HOUGHTON, TAPLICK & CO.

CERTIFIED PUBLIC ACCOUNTANTS

December 14, 1965

Executive Board
Industrial Relations Research Association
Madison, Wisconsin

Gentlemen :

We have audited the cash receipts and disbursements of the Industrial
Relations Research Association for the fiscal year ended November 30, 1965.
We submit herewith our report consisting of this letter and the following
exhibits :

Exhibit “A”—Statement of Cash Receipts and Disbursements for the Fiscal
Year Ended November 30, 1965

Exhibit “B”—Comparative Statement of Cash Receipts and Disbursements
for the Fiscal Years Ended November 30, 1965 and November
30, 1964

Exhibit “C”—Bank Reconciliation, November 30, 1965

The available cash resources of the Industrial Relations Research Associa-
tion on November 30, 1965 totaled $18,295.11 consisting of $13,295.11 on
deposit in the First National Bank and $5,000.00 invested in the Home Savings
and Loan Association. These balances were confirmed directly to us by the
bank and the savings association.

As set forth in Exhibits “A” and “B”, the cash receipts for the fiscal
year totaled $29,653.36 and the disbursements totaled $24,697.93. The receipts
exceeded the disbursements by $4,955.43. The cash receipts for the 1964-65
fiscal year exceeded the cash receipts for the 1963-64 fiscal year by $4,119.19.
The increase is primarily due to the membership dues increase resulting from
an increase in number of memberships for the fiscal year. The cash disburse-
ments for the 1964-65 fiscal year increased from the cash disbursements for the
196364 fiscal year by $1,913.76.

The cash receipts journal was footed by us for the entire year. All
cancelled checks returned by the bank during the year were examined by us
and traced to the disbursement journal. The cash disbursements journal was
also footed for the year. The source information of dues income was tested
for a portion of the year.

In our opinion the accompanying statement of cash receipts and disburse-
ments presents fairly the cash transactions of the Industrial Relations Research
Association for the fiscal year ended November 30, 1965.

Respectfully submitted,

HoucrTON, TAPLICK & Co.
Certified Public Accountants
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INDUSTRIAL RELATIONS RESEARCH ASSOCIATION
Madison, Wisconsin

CoMPARATIVE STATEMENT OF CAsH RECEIPTS AND DISBURSEMENTS
Fiscal Years Ended November 30, 1965 and November 30, 1964

Year Ended Year Ended
11-30-65 11-30-64 Increase Decrease

Cash Receipts:

Membership Dues $21,023.00 $16,947.79 $4,075.21 $
Subscriptions 2,080.00 1,424.00 656.00
Sales 2,066.52 22,151.16 148.64
Royalties 396.34 756.50 360.16
Mailing List 340.00 570.00 230.00
Travel, Conference & Meetings 3,537.75  3,417.42 120.33
Interest Income 200.00 200.00
Miscellaneous 9.75 3.30 6.45
Totals $29,653.36 $25,534.17 $4,119.19
Cash Disbursements:
Salaries & Social Security $ 5,088.82 $ 4,358.88 $ 729.94
Printing 1,715.76 1,345.17 370.59
Postage 1,480.68 1,056.12 424.56
Services & Supplies 1,093.81 963.64 130.17
Publications 12,199.49  12,005.05 194.44
L.R.R.A. Conference & Meeting
Expense 2,989.73  2,980.20 9.53
Miscellaneous 32.16 32.09 .07
Telephone & Telegraph 97.48 43.02 54.46
Totals $24,697.93 $22,784.17 $1,913.76
Excess of Receipts over
Disbursements $ 4,955.43 $ 2,750.00 $2,205.43
Add: Beginning Bank Balance 8,339.68 5,589.68 2,750.00
Bank Balance, End of Year $13,295.11 $ 8,339.68 $4,955.43
Home Savings & Loan Certificate
# 3384 Purchased in 1954 5,000.00 5,000.00

Available Cash Resources $18,295.11 $13,339.68 $4,955.43
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LABOR-MANAGEMENT RELATIONS

AUTOMATION AND THE FUTURE, Nicholas Kelley, 14th Ann.,
’61, pp. 300-305.

HANDLING GRIEVANCES IN A NON-UNION PLANT, Walter V.
Ronner, 14th Ann., ’61, pp. 306-314.

THE AMERICAN MOTORS-UAW PROGRESS SHARING AGREE-
MENT, Edward L. Cushman, 14th Ann., ’61, pp. 315-324.

Discussion: SOME MANAGEMENT POLICIES AND THEIR
MEANING FOR TODAY, Charles C. Killingsworth, Charles A. Myers,
William Gomberg, 14th Ann. ’61, pp. 325-328, 328-330, 330-331.
THE DYNAMICS OF INDUSTRIAL RELATIONS IN EARLY
JAPANESE DEVELOPMENT, Koji Taira, Spring, ’62, pp. 483-492.
THE NEW INDUSTRIAL RELATIONS IN BRITAIN, Arthur M.
Ross, Spring, ’62, pp. 492-501.

PANEL DISCUSSION: INDUSTRIALISM AND INDUSTRIAL
MAN, Russell A. Smith, pp. 575-578; Frederick Harbison, pp. 578-579;
Solomon B. Levine, pp. 579-582; William Gomberg, pp. 582-583; Joseph
A. Raffaele, pp. 583-589; Bruce H. Millen, pp. 589-590, Spring, ’62.
NEW LABOR RELATIONS POLICIES AND REMEDIES SUG-
GESTED BY DIFFERENT INDUSTRIAL SETTINGS, Solomon
Barkin, 15th Ann, ’62, pp. 220-236.

LABOR ON UNITED STATES AND CANADIAN RAILROADS:
FINDINGS OF THE PRESIDENTIAL RAILROAD COMMISSION,
Philip Arnow, Spring, ’63, pp. 677-685.

UNION-MANAGEMENT RELATIONS IN THE CONSTRUCTION
INDUSTRY—THE OUTLOOK IN ONTARIO, John H. G. Crispo,
Spring, '63, pp. 708-716.

MODEL INDUSTRIAL RELATIONS SYSTEMS, John P. Wind-
muller, 16th Ann., ’63, pp. 60-75.

THE IMPACT OF TECHNOLOGY ON LABOR-MANAGEMENT
RELATIONS, Jack Barbash, Vol. XII, Adjusting to Technological
Change, ’63, pp. 44-60.

SOME EMERGING TRENDS IN OVERSEAS INDUSTRIAL RE-
LATIONS, George Dickover, 17th Ann, ’64, pp. 81-86.

Discussion: INDUSTRIAL RELATIONS POLICIES OF AMERICAN
CORPORATIONS ABROAD, Everett M. Kassalow, Winston Oberg,
17th Ann., ’64, pp. 87-90, 90-95.

LABOR PARTICIPATION IN MANAGEMENT: SOME IMPRES-
SIONS OF EXPERIENCE IN THE METAL WORKING INDUS-
TRIES OF BRITAIN, ISRAEL AND THE UNITED STATES,
Milton Derber, 17th Ann., ’64, pp. 261-269.

INDUSTRIAL DEMOCRACY IN THE AFFLUENT SOCIETY,
Adolph Sturmthal, 17th Ann., ’64, pp. 270-279.

THE WORKS COUNCILS IN WESTERN EUROPE: AIMS AND
RESULTS, Mark van de Vall, 17th Ann, ’64, pp. 280-291.
DEFINING NEW SOLUTIONS: A COMMENTARY ON THE
ANNUAL MEETING, Solomon Barkin, 17th Ann., ’64, pp. 294-307.
CONCEPT ANALYSIS IN INDUSTRIAL RELATIONS, Milton
Derber, Chrm., 18th Ann., ’65, pp. 162-165.
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. THE ANALYTIC MEANING OF SENIORITY, Frederic Meyers,
18th Ann., ’65, pp. 194-202.

THE EXTENDED MEANING AND DIMINISHED RELEVANCE
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policies and programs; current status of management research; the union as an
organization; adjustments to technological change; concept analysis in in-
dustrial relations; unemployment in a changing labor market; information,
mobility and adjustments in a changing labor market; union and management
interests in the investment of pension funds; labor history.



el
: »
PRy L |

L 1§ o

L2

SIS e WY ol (R L
o :....—#_!.f ! : y . . N R

e Y
q\........__ b T . X oL Bt
_.ﬂ-&nlau..... ‘u. .J_ —.n._ 4 . ¢ L L
T I, AR s
L ol ) 1
R i ll:.l‘r
= L




1965
IRRA
Eighteenth
A al
Wi ‘er
Procit. ings
New Yorx

Manpower
Projections

Alanpower
Policies

Management
Research

Union as an
Organization

Educational
Policy

Technological
Change

Job
Consciousness

Bargaining
Seniotity
Unemployment

Intemal
Training

Englneer-
Scientist
Mobility

Labor Market
Information

Pension Funds

Labor Hitory

Index
1961-1965



	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page

