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PREFACE 

Industrial Relations Research Association Series 
Proceedings of the 1973 Annual Spring Meeting 

The Association's meeting in Jamaica was the first meeting held 
outside of Canada and the United States. Therefore, it was appropriate 
that the overall theme was designated as "Comparative International 
Industrial Relations" and that a number of the participants were 
drawn from the West Indies, Latin America, Canada and Great Britain. 

Even though the topics in the various sessions have a familiar 
ring for those engaged in the industrial relations field, a special dimension 
was added by the stress on comparative analysis. The discussion on 
the multi-national corporation benefited from a West Indian view 
as well as from presentations by British and North American speakers. 

The session on labor relations in the public sector was concerned 
with comparisons between U. S. experience and the experience in 
Britain and Latin America. Similarly, the papers on industrial rela
tions and inflation concerned policies in the United Kingdom as well 
as recent activities in this field in the United States. 

The session on "Theories of the Future of Industrial Relations" 
was designed to serve as a stepping stone to the sessions on industrial 
relations theory and future trends in industrial relations scheduled 
for the 3rd World Congress of the International Industrial Relations 
Association to be held in London from September 3-7, 1973. 

The Industrial Relations Research Association was fortunate in 
being able to include a luncheon address by Professor B. C. Roberts, 
President of the International Industrial Relations Association; and 
a luncheon address by the Honourable Michael Manley, Prime Min
ister of Jamaica. We regret that a copy of Prime Minister Michael 
Manley's remarks was not available for publication in these publications. 
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The Association is grateful to Robert Davison and other members 
of the local arrangements committee in Jamaica for their organiza
tional skills and we are indebted to the participants for the prepara
tion of their papers for these Proceedings. Once again we wish to 
thank the editors of the Labor Law J ourMl for their cooperation in 
printing the Proceedings which initially appeared in the August issue 
of the Journal. 

GERALD G. SOMERS 

Editor, IRRA 
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SESSION I 

The Multinational Corporation 

and Industrial Relations 

The Labor Affairs Function 

in a Multinational Firm 

By ·ROBERT COPP 
Ford Motor Company 

T HESE REMARKS reflect, not scholarly research or innovative 
conclusions, but the pragmatic experiences and observations over 

10 changing years of a practitioner in the reporting and interpretation 
of overseas labor affairs of Ford Motor Company, a large multinational 
manufacturing firm. 

Ford has been in international business almost since its inception 
in 1903. Ford manufactures or assembles cars, trucks, tractors and 
equipment, and home electronic products in 28 countries on six con
tinents and sells and services these products in 200 countries and 
territories. Almost half of Ford's 433,000 employes in 1972 were in 
international operations, which accounted for about one-third of its car 
and truck production. Of Ford's 1972 consolidated sales amounting to 
$20.2 billion, 25 per cent was outside the North American market (United 
States and Canada) and consolidated subsidiaries outside the United States 
and Canada accounted for 17 per cent of consolidated net income in 1972. 

While we could agonize for some time here over what "multi
national" means in describing a firm and its industrial relations, I will 
simply state my own belief as an employer practitioner that, whatever 
may be Ford's multinational character, its industrial relations in both 
the parent company and in the subsidiaries constitute one of the most 
indigenous or nationally oriented functions of its management. What 
problems or management decisions arise about industrial relations are 
far more the function of the firm's scale, technology, and products 
than of its multinational character. A group of management experts 
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convened by the Organization for Eco
nomic Cooperation and Development a 
year ago in Paris reached this same 
conclusion.1 Professor Kujawa's studies 
in 1969 and 1970 of three United States 
automobile firms support the same 
general conclusion with an elaborate 
and well-organized set of data based 
on extensive interviews in the three 
firms.2 

We in Ford's corporate Labor Rela
tions Staff frequently describe our role 
concerning overseas labor affairs of the 
Ford companies in two ways: as re
porters and interpreters of these affairs 
to corporate management and as con
sultants or advisers to the overseas 
managements. 

As reporters and interpreters, we try 
in the Staff to achieve a sufficient 
understanding of the laws, institutions, 
personalities, and issues in a particular 
country's labor setting to be able to 
explain, compare, and contrast what is 
happening in that particular setting to 
corporate executives whose experience 
with and understanding of labor rela
tionships is likely to be restricted to one 
or two industrial relations systems, most 
commonly that of the United States. 

Advise Local Managements 
As consultants and occasional ad

visers, we join local managements
sometimes on the spot and sometimes 
by telephone or letter-in helping them 
to arrive at management decisions that 
are both prudent and adaptable to the 
local setting and that incorporate mean
ingful experiences from other Ford 
companies. For example, one or two 
of our national companies have had 
extensive experience in planning, de
veloping, and administering employe 
housing, and it is only good sense that 

1 Kenneth F. Walker, Labour Problems in 
Multinational Perms; Report on a Meeting 
of Management Esperts, Paris, June 21-23, 
1972 (Paris: Organization for Economic Co
operation and Development, 1972), p. 5. 
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that kind of experience should be 
shared, as needed, with other Ford 
national company managements. 

Now, while the development and ad
ministration of each national company's 
labor affairs policy is a responsibility 
of each management, and while Ford 
does not have a global labor relations 
policy manual, there are several areas 
of labor affairs concern in which either 
the expertise of other Ford manage
ments or the expertise and experience 
of the corporate staff seem useful, and 
most managements seek the view of the 
Labor Relations Staff in these areas 
before proceeding. 

Nature of Local Bargaining 
Relationship 

One of these questions involves the 
nature of the local collective bargain
ing relationship-whether, in a par
ticular situation, to recognize a trade 
union, what group or unit of employes 
that trade union should represent, and 
whether labor relationships should or 
should not be conducted through an em
ployer association. 

Most of these questions are resolved 
by local managements through a prudent 
application of local practices. Within the 
past ten years, both Ford of Britain 
and Ford of Germany-major overseas 
companies-have considered or recon
sidered whether they should bargain 
collectively through appropriate em
ployer associations.. In Britain, where 
historically Ford has bargained directly 
with the trade unions representing its 
employes, the management felt that its 
interests would be better served by 
continuing this direct bargaining rela
tionship. At Ford Germany, on the other 
hand, where the management had bar
gained directly with its company works 

2 Duane Kujawa, International Labor Rela
tions Management in the Automotive Indus
try,· A Comparative Study of Chrysler, Ford 
and General Motors (New York: Praeger, 
1971). 
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council until May 1963, the management 
felt that its interests were best served by 
joining the appropriate metal industry 
employer associations and adhering to 
the agreements negotiated by them. 

Generaily speaking, the parent com
pany does not recognize trade unions 
in the United States to represent its 
salaried employes, and most Ford na
tional managements scrutinize very 
carefuiiy what the effects might be of 
recognizing unions to represent their 
respective salaried employes--especially 
where this representation might extend 
to supervisory employes. After de
mands over many years for recognition 
by a staff association representing pro
duction foremen in Britain, Ford Britain 
finaily granted recognition to that as
sociation in 1968. On the other hand, 
an acquired foundry in Latin America 
had recognized a foremen's union and 
after examination of its value and of 
the interest in foremen concerning it, 
both the management and the former 
foremen membership have allowed the 
representation arrangement to lapse. 

A second item of general importance 
and concern to local managements upon 
which they usually seek advice from 
the corporate staff involves the wage 
system and structure. Ford does not 
have a uniform worldwide wage struc
ture ; each structure is actually nego
tiated or adopted in accordance with 
prevailing local practices, as are the 
wage rates themselves. Nonetheless, it 
is significant to me that none of the 
Ford managements-although some of 
them have examined the possibility-has 
chosen to apply a piecework or payment
by-results system in its operations. 

The complexity of funded employe 
benefit plans like pension plans and the 
expertise which the parent company and 
a few other of the larger Ford national 
companies have in this area have 
prompted most managements who are 
considering the adoption of occupational 
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pension plans or other funded benefit 
plans to seek the advice from the cor
porate staff or from other Ford man
agements or to seek their views on 
proposals being developed by the local 
management. 

Finally, given the principle that in
dustrial relations should be managed 
by local national personnel, most man
agements seek the advice of the cor
porate staff on their intended selection 
of senior management personnel for 
this function. 

Local Nationals to Manage 
For at least 25 years, the Ford parent 

company has assigned a significant and 
professional role to managers of its 
employe relations and trade union re
lations. This same status, although it 
followed somewhat later, now char
acterizes the management of these func
tions in the various national companies. 
Increasingly, Ford has sought to man 
these functions with a local national 
manager rather than with an expatriate 
from the United States. Today, only 
two of 30 national companies have 
United States nationals managing em
ploye relations-and each of these two 
managers has as a principal assignment 
the selection and development of a local 
national replacement. 

This commitment to using local na
tionals to manage this important func
tion presents some· real and varying 
challenges in both selection and develop
·ment. The parent company and increas
ingly other larger national companies 
assist in the orientation of newly selected 
industrial relations personnel. Using 
temporary work assignments and more 
formal briefings in the industrial rela
tions activities, the parent company or 
its subsidiaries share with high-potential 
local national employes their proved 
philosophies and principles about em
ploye and trade union relations. Hope
fully, then, the visitor, having exam-
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ined, questioned, and tested these prin
ciples where they are applied, returns 
to his own national company to adapt 
them to the particular setting there. 
And the host company learns, too, from 
its visitor. The result, while not a 
sterilely uniform approach, is one of a 
generally consistent application of ac
cepted principles. 

Finally, this orientation and develop
ment process allows other experienced 
executives to evaluate the performance 
and potential of these possible future 
managers of the employe relations func
tion. 

Bargaining with Employers 
at International Level 

A matter of some current topical in
terest concerns the prospects for con
sultation or bargaining by international 
trade union organizations with employ
ers at the international level. There has 
been a good deal of scattered informa
tion about this subject and a good deal 
of speculation about its significance. 
One of the most accurate and useful 
treatments of it so far is in an article 
by Professor Roberts. 3 

This development-these demands by 
international trade union bodies for 
consultation with employers at the 
international level-is not a surprise 
to managements. Indeed, it would be 
surprising if the development were not 
occurring in view of the broader in
creases in international communication 
and in the developing sense of inter
national regionalism or globalism among 
the world's peoples and institutions. 

But more important, as far as busi
ness in the private sector is concerned, 
are the expanded market opportunities 
which have resulted from generally 
reduced barriers to international trade 
and which have encouraged the develop
ment of larger enterprises transcending 

• B. C. Roberts, "Multinational Collective 
Bargaining: A European Prospect?" Brittish 
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national boundaries. In the case of the 
automobile business, this international
ization is accompanied by changes in 
both volumes (which are greater) and 
in technology (which is more sophis
ticated) . These changes raise challenges 
to management in terms of organizing 
its work and its decision-making process, 
and the human institutions-including 
the employes and their representatives 
-naturally feel the impact of these 
changes. 

Nonetheless, despite these events and 
developments impelling a movement 
toward greater internationalization of 
business, of its decision-making process, 

. and of its management, there are some 
restraints as far as international trade 
union roles in the development are 
concerned. 

Employe Relations Indigenous 
Feature of Management 

At Ford Motor Company, as I have 
indicated earlier in my remarks, we 
have regarded the employe relations 
function, and the representation aspects 
of it, as one of the more nationally 
oriented or indigenous features of man
agement. By now, it is almost redundant 
to remark about the different social 
systems, the different legislation involv .. 
ing employe relations and employe 
representation, and the widely contrast
ing histories and personalities of national 
trade union organizations. 

Professor Roberts remarks about the 
challenges to the international trade 
secretariats in promoting effective trade 
union strategies and organizations in 
this respect and notes that inter-'llnion 
rivalries, ideological conflicts, sometimes 
personality clashes, and even sheer lack 
of resources and support have been 
restraints on the pace with which these 
international trade union secretariats 

Joumal of Industrial Relations, Vol. XI, No. 
1 (March 1973), pp. 1-19. 
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can undertake their objective. 4 In the 
experience of the Ford companies so 
far, we have not perceived any willing
ness of the employes of one Ford 
national company to identify their 
interests closely enough with the em
ployes of another Ford national com
pany so as to cause any kind of 
concerted action between the two 
groups of employes intended to prompt 
the managements to take a particular 
course of action. Of course, the Ford 
managements have not been insensitive 
to this possibility, and perhaps some 
of the decisions of the national com
pany managements have been tailored 
to avoid provoking trade secretariat or 
transnational Ford employe response. 

Most of us are aware of several 
instances in which international trade 
union secretariats--notably the Inter
national Federation of Chemical and 
General Workers (ICF) and the Inter
national Metalworkers' Federation 
(IMF)-have either sought or have 
undertaken consultations with employers 
at the international level. Exactly what 
has happened at these consultations and 
what they might mean for the future 
seem to depend upon whether your 
information comes from the employers 
who are involved, on the one hand, or 
from the international trade secretariats 
on the other hand. 

Naturally, a large multinational em
ployer like Ford would expect eventual 
approaches for consultations with inter
national trade union organizations, and 
Ford in Europe last year received such 
requests from the IMF and from the 
European Organization for the Metal
lurgic Industry, an affiliate of the World 
Confederation of Labor. In its request, 
the IMF sought "to discuss informally 
and in a general way Ford's policy for 
production planning in Europe, as it 
affects the jobs and working conditions 

• Roberts, op. cit., p. 10. 
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of the IMF's affiliated unions repre
sented in Ford's European plants." 

After careful and thoughtful review of 
this request with managements of 
Ford national companies in Europe, 
Ford's European management declined 
the request to meet. In February this 
year IMF officials, accompanied by 
representatives of the United Auto
mobile Workers, met with representa
tives of the corporate Labor Rela
tions Staff at Ford World Headquar
ters in Dearborn for the limited pur
pose of affording the IMF officials an 
opportunity to present personally and 
directly to corporate offidals their rea
sons for believing that Ford's inter
ests would be served by Ford's fol
lowing a different course. The dis
cussions in that meeting were frank 
and open, and that discussion ended 
without any commitment to meet again. 

Three Reasons 
for Declining to Meet 

Let me suggest three reasons for 
Ford's declining to engage in other 
than these "procedural" discussions at 
this time. 

First, Ford national company man
agements work very hard to develop 
and to maintain effective consultation 
and collective bargaining relationships 
with representatives of designated 
groups of their employes, and the 
managements regularly use these ex
isting and proved local institutions 
and procedures to discuss and to deal 
with the effects on employes of the 
managements' investment and pro
duction deployment decisions. On the 
whole, these relationships are good 
and are doing the job the parties ex
pect of them. Meetings of the type 
proposed by the IMF would impair 
and confuse these existing and proved 
relationships without any real prom
ise of contributing to the resolution 
of legitimate employe problems. 
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Second, although the IMF suggested 
informal and general discussions, we 
would expect that these would prompt 
-probably fairly quickly-demands 
for more formal, structured meetings 
in which the union bodies would first 
seek specific Ford commitments and 
would eventually seek collective bar
gaining at an international level. As 
convinced as Ford is about change 
and as flexible as it tries to remain in 
adapting to change, this prospect for 
a marked change in our complex and 
sensitive relationships with our em
ployes and with the trade unions repre
senting them has nonetheless prompted 
us to react very cautiously. 

Finally, the wide-ranging proposed 
subject for the discussions creates 
some very real problems for us. Gen
erally speaking, Ford managements 
restrict their consultations and nego
tiations with employe representatives 

to the employe effects of management 
decisions, and I have already remarked 
about our efforts to use national and 
local institutions effectively in this 
respect. Furthermore, Ford manage
ments do not so far consult with in
ternational bodies about their invest
ment and production deployment deci
sions, and the IMF has not persuaded 
us why it (or some other international 
trade union body) should receive unique 
treatment in this respect. 

Now that's where we believe we 
are today. There are sure to be changes, 
but I am reluctant to predict either 
their exact nature or their pace. I 
do believe, however, that prudent em
ployers will remain alert to these 
prospects for change, will continue to 
study and weigh carefully their al
ternatives in responding to change, 
and will strive for intelligent and re
sponsible responses. [The End] 

An Empirical Study of the Occupational Standing 

of Women in Multinational Corporations 

By JEROLYN R. LYLE 

The American University 

THIS STUDY IS AN ATTEMPT 
to gain semiquantitative insight 

into the interaction of economic and 
financial forces as well as legal and 
socio-political processes with the level 
of occupational discrimination against 
women. For this purpose, compo
nents analysis, one particular type of 
factor analysis, is applied to the index 
of occupational standing of women 
and to 29 indicators of the economic, 
legal and socio-political behavior of 
246 major corporations in the period 
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1960-70. Variables reflecting sex-specific 
worker traits have been omitted in 
order to analyze patterns of interde
pendence between firm performance 
on the index of occupational equality 
and the societal forces in institutions 
through which firm behavior changes 
and adapts. 

The following analysis of economic, 
legal and socio-political influences upon 
the sex differences in occupational 
standing in a sample of 188 large in
dustrial firms is a modest attempt to 
gain more precise empirical knowl
edge about the extent and nature of 
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interdependence of economic and non
economic aspects of corporate behavior. 
Such an analysis may serve three pur
poses : First, it may shed light on the 
dimensions of firm behavior which 
are most closely associated with occu
pational equality between the sexes. 
Secondly, it may test directly the hy
pothesis that occupational discrimina
tion in employment on the basis of 
sex is greater in financially strong cor
porations than in others in the indus
trial sector of the American economy. 
Thirdly, it will test the hypothesis 
that the greater the firm's penetration 
of international markets, the better 
their performance with respect to the 
employment of women in the domes
tic economy. 

Little empirical work has been done 
to study the impact on domestic em
ployment of the overseas expansion 
of large U. S. corporations. Some 80 
of the 200 largest firms incorporated 
here have a fourth of their employees, 
sales, and assets outside the conti
nental United States.1 Recently, the 
U. S. Tariff Commission estimated 
that overseas investment creates only 
one job at home for every 3.3 jobs it 
exports to foreign plants.2 Organized 
labor has confronted federal officials 
with the prospects of weakened col
lective bargaining power and higher 
unemployment which runaway plants 
suggest. Some unions have organized 
workers in overseas plants. The United 
Steel Workers have helped mining 
unions in Surinam while the United 
Auto Workers have supported locals 
in Ford's Peru plants. The International 
Union of Electrical Workers supported 

• "Special Report on Multinational Com
panies." Business Week, Dec. 19, 1970, p. 57. 

• U. S. Tariff Commission. Report to the 
President on Economic Factors Affecting the 
Usc of Items 807.00 and 806.30. September 
1970, p. 163. 

• In March, 1973 the preliminary hearing 
was begun in Washington, D. C. in this in
teresting suit. I. U. E. W. charges G. E. 
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a strike against Bolivia's General Elec
tric subsidiary, while also bringing an 
important test case of sex discrimination 
against G. E. here at home.3 

My findings suggest that women 
have better occupational standing rel
ative to men in financially strong 
firms as reflected in asset, sales and 
profit levels. This result is especially 
interesting since some theoretical work 
in the economics of discrimination hy
pothesizes that competitive firms will 
discriminate less than oligopolistic 
ones.4 Secondly, I find that women 
have better occupational standing rel
ative to men in multinationals with 
considerable sales volume overseas. 
This finding is surprising only at first 
glance. Common stereotypes about 
women suggest that women are viewed 
as bad risks for high-paying occupa
tions. Whether verified or not, many 
employers believe that women have 
higher turnover and absentee rates 
than men and hence are more suited to 
peripheral johs. If a firm's profits max
imize, their use of female labor in 
high-paying jobs will tend to be greater 
when their general economic position 
at home and abroad is strong. This is 
precisely what my statistical analysis 
suggests. 

A description of my statistical method 
precedes a description of the 30 indi
cators of firm behavior and a presen
tation of the empirical results. 

Statistical Methods 
Components analysis retains the ex

planatory power of indicators closely 
related to each other, without requir
ing the exclusion of variables to over
come collinearity. One determines 

with sex discrimination in violation of Title 
VII of the Civil Rights Act of 1964 for 
failing to give pregnant female employees 
the same fringe benefits other employees 
with temporary disabilities receive. 

• Gary Becker, The Economics of Discrim
ination. Chicago: University of Chicago Press, 
1957. 
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through components analysis whether 
clusters of variables exist and which 
variables define the differences among 
those existing clusters.G Finally, the 
analysis can be interpreted as a re
gression of the index of occupational 
standing on the clusters or <:ompo
nents. This interpretation character
izes the relationship between the in
dex and sets of interrelated variables, 
the objective being to explain the 
greatest amount of underlying unit 
variance with the smallest number of 
components. Following the varimax 
criterion for factor rotation, one ro
tates factors orthogonally until it appears 
that the maximum variation has been 
explained by the K estimated com
ponents. When the marginal increase 
in explained variance derived from an 
extra rotation falls below a specified 
number and the total variance explained 
by the K Components converges, the 
varimax point is reached.6 Interpret
ing the estimated factors, which are 
linear combinations of variables, en
ables one to characterize the firms in 
terms of the components. 

Choice of Economic, Legal 
and Socio-Political Variables 

Since components analysis groups 
variables which are highly correlated 
in a given sample into components 
which are indices of the original vari
ables, a broad selection of indicators 
of the economic, legal and socio-polit
ical posture of these firms is pre
sented. The selection of these indica
tors is not limited to influences one 
would expect a priori to be related di
rectly to discrimination in employ
ment. Instead, the indicators are taken 
to measure influences one expects to be 

• See Harry H. Harman, Modern Factor 
Analysis (Chicago: University of Chicago 
Press, 1960); D. N. Lawley and A. E. Max
well, Factor Analysis as a Statistical Method 
(London: Butterworths, 1963); John B. 
Meyer, "An Experiment in the Measure
ment of Business Motivation," Review of 
Economics and Statistics, August, 1967; John 
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related to the firm's level of economic 
activity and to changes in the nature 
of that activity in the context of the 
American economy. A few indicators 
depict characteristics of each firm's 
work force, which one expects a priori 
to be related to the occupational standing 
of women relative to men within the 
firm. The economic characteristics in
cluded depict the level and stability 
of firms in terms of market share, 
profits, assets and the like as well as 
in terms of level and composition of 
their demand for labor. Economic 
process variables depict the rate of 
integration of firms since 1947, pres
ent locational patterns, and the tech
nological character of the production 
process dominant in the firms. 

Indicators of the legal status of the 
firm are especially interesting. A priori, 
one expects firms with high incidence 
of civil rights or labor relations liti
gation to perform worse than others 
in terms of the index of occupational 
standing of women. This is hypothe
sizing that civil rights and labor re
lations regulatory mechanisms work ; 
that litigation occurs typically when 
the mechanisms break down. Indica
tors of the firm's interaction with the 
judicial process in other fields reflect 
the broader posture of the firm vis-a
vis the public interest. Several indica
tors are included as representatives 
of the socio-political orientation of 
the companies with respect to intra
corporate management practices and 
with respect to company sales to gov
ernment. The complete list of com
pany characteristics included in the 
final version of the components analy
sis is as follows : ( 1) -index of the rela-

P. Van de Geer, Introduction to Multi-Variate 
Analysis for the Social Sciences (San Fran
cisco: W. H. Freeman & Co., 1971), pp. 128-
209. 

• See H. F. Kaiser, "The Varimax Cri
terion for Analytic Rotation in Factor Anal
ysi~," Psychometrika, September, 1958. 
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tive occupational standing of women; 
(2)-size of work force; (3)-size of 
white-collar work force ; ( 4 )-extent 
of female penetration in work force; 
(5)-extent of female penetration in 
white-collar work force; (6)-rate of 
increase in demand for labor, 1965-
1970; (7)-degree of stability of power 
in labor markets; (8)-extent of eco
nomic power in U.S. economy; (9)
degree of stability in economic power 
in U. S. economy; (10)-market size; 
( 11 )-profit level; ( 12)-degree of sta
bility in profit level: (13)-growth 
rate of earnings per share; (14)
ratio of net income to equity; (15)
degree of product diversification; ( 16) 
-extent of penetration of international 
markets; (17)-predominant technol
ogy of production processes; (18)
typology of center firms by predom
inant output; (19)-incidence of civil 
rights and labor relations litigation; 
(20)-incidence of consumer protection 
litigation; (21 )-incidence of anti-trust 
litigation; (22)-degree of vertical 
and horizontal integration (since 1947); 
(23)-degree of conglomerate integra
tion (since 1947); (24)---extent of par
ticipation in social programs; (25)
innovativeness of management practices ; 
( 26) -degree of administrative auton
omy of employing unit; (27)-pres
ence of federal contract, 1970; (28)-

m 
Index = 100 Y P 

oc 
0 

m 
YP 

oc 

character of government demand for 
firm output; (29)---extent of urbani
zation of major facilities; (30)-region
allocation of corporate offices. 

Definition of Variables
Classification Method 

The procedures used to define indi
cators and to rank companies varied 
slightly for various company charac
teristics. A large group of variables 
come directly from published statis
tics. Others are scaled directly from 
published statistics. A third group 
of variables are scaled from qualita
tive data secured from primary and 
secondary sources on each firm. What 
follows is a conceptual description of 
each indicator and a description of clas
sification procedures followed in devel
oping them. 

Economic Indicators 
1. Index of Relative Occupational 

Standing of Women (1970). The score 
on this indicator for each firm is the 
ration female earnings would be of 
male earnings if women and men re
ceived equivalent wages and salaries 
within each major occupational group. 
The index measures the differences in 
male and female occupational distri
butions by expressing a weighted av
erage of the female distribution as a 
per cent of the male. 7 Let 

m 
Where Y 

0 

female 
p 

the median wage and salary income of males 
in the oth occupational group. 

oc 

male 
p 
oc 

the percentage of all employed females who 
were employed in the oth occupational group 
in the cth company. 

is interpreted similarly 

• Employment data are from 1970 E. E. 0.-1 
forms made available by the U. S. Equal 
Employment Opportunity Commission. In
come data are from Income in 1970 of Fami-

lies and Persons in the U. S. Current Potu
lation Survey; Table 60, p. 60, No. 80; Wash
ington: U. S. Bureau of the Census, U. S. 
Department of Commerce, 1971, p. 129. 
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2. Size of Work Force (1970). This 
indicator is the level of total employ
ment in each firm.s 

3. Size of White-Collar Work Force 
( 1970) . Firms are scored with respect 
to this indicator according to the level of 
total white-collar employment.9 The 
measure reflects the composition of 
the firms' demand for labor in upper 
status jobs. 

4. Extent of Female Penetration in 
Work Force (1970). Firm scores on 
this indicator are the female share of 
total employment (female employment 
as a per cent of total employment). The 
indicator reflects the absorption of wo
men into the firms' work force irrespec~ 
tive of their placement amongst occupa
tions.10 

5. Extent of Female Penetration in 
White-Collar Work Force (1970). 
Scores are the females' share of total 
white-collar employment in each firm. 
This indicator reflects firm absorp
tion of women within upper status 
jobs specifically.U 

6. Rate of Increase in Demand for 
Labor (1965-70). Firms are scored ac
cording to tqe per cent increase or de
crease in total employment during this 
period. 12 Due to heavy layoffs in aero
space firms and their subcontractors, 
many firms show low or negative values 
with respect to this indicator. 

7. Degree of Stability of Power in 
Labor Markets (1969-70). Firms are 
scaled ordinally with respect to the 
change in their rank among firms in 
the same class in level of total em
ployment. Class of firms include in
dustrials, commercial banks, retailing 
companies, transportation concerns, 

• Data Source: E. E. 0.-1 forms made 
available by the U. S. Equal Employment 
Opportunity Commission. 

• Data source is the same as for indicator 
2. 

1° Cited at footnote 9. 
11 Cited at footnote 9. 
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and utilities companies.13 Twenty-five 
groupings of companies were used. 

8. Level of Assets (1970). This in
dicator distinguishes among firms by 
the level of assets employed at the 
firm's year-end, where depreciation 
and depletion are excluded from total 
assets. Government securities held 
for the purpose of off-setting tax lia
bilities are included. The ability of 
firms to make substantial back pay 
awards to women where they are the 
effected class in litigation under Title 
VII of the Civil Rights Act of 1964 
depends on a number of things, but 
most importantly on its assets in the 
domestic economy. U. S. Federal courts 
have used as a criterion in determining 
back pay settlements the financial 
strength of the corporation involved, 
as reflected in assets. Firms are scored 
with respect to asset level vis-a-vis firms 
in the same class in an ordinal scale. 
Twenty-five categories were used in 
creating the scale. 

9. Degree of Stability of Assets in 
U. S. Economy (1969-70). This indi
cator reflects the change in rank of 
each firm with respect to firms in its 
own class in the level of assets.14 In 
this particular period, many firms 
abruptly cut back on spending for new 
plant and equipment beginning about 
mid-1970. The change in rank cap
tures the net financial impact on firms, 
relative to firms in the same group, of 
both this phenomenon and inflation. 

10. Market Size (1970). Firms are 
scored according to the level of total 
sales to indicate the size of their mar
kets for goods and services. The trans
portation and utilities firms are scored 
by operating revenue level, the com
parable concept for firms of these types. 

10 Data sources are from "The Fortune 
Directory," Fortune, July, 1966 and May, 
1971. 

18 Data s.ource is "The Fortune Direc
tory," Fortune, May, 1971. 

""The Fortune Directory," Fortune, May, 
1971. 
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11. Profit Level (1970). This indi
cator is the level of net income for 
each firm.15 . 

12. Degree of Stability in Profit 
Level {1969-70). Firms are scored 
with respect to the change in their 
rank amongst firms of the same class 
in terms of level of net income.16 

13. Growth Rate of Earnings Per 
Share (1965-70). This classification 
groups firms by the average increase 
or decrease in earnings per share over 
the five-year period. Twenty-six group
ings were required to account for the 
relatively few firms in the sample with 
decreases over the period.17 

14. Ratio of Net Income to Equity 
(1970). This indicator groups firms 
into 25 categories with respect to the 
value of profits, as a per cent of 
equity.18 

15. Degree of Product Diversifica
tion (about 1970). This classification 
groups these firms, all of which are 
multiproduct firms, into three cate
gories, reflecting low, moderate, and 
high degrees of product diversification.19 

16. Extent of Penetration of Inter
national Markets {1970). Firms are 
grouped into three categories, with 
respect to low, moderate or high pro
portion of sales outside the continen
tal U. S.20 

17. Predominant Technology of Pro
duction Processes (about 1970). Firms 

15 Cited at footnote 14, at p. 462. 
16 Cited at footnote 14, at p. 462. 
11 "The Fortune Directory," Fortune, May, 

1971. 
'"Cited at footnote 17. 
19 Data sources: StamJard and Poors, 1968-

70 and annual reports of firms. 
•• Ibid. In addition to these primary sources, 

a number of secondary s.ources were used 
for particular firms where available. See, 
for example, Raymond Vernon. Sovereignty 
at Bay: The Multinational Spread of U. S. 
Enterprises (New York: Basic Books, 1971). 

21 The specific descriptions of firms rely
ing on these technologies in the mid-1960's 
are in Robert T. Averitt, The Dual Ecouom:y 
(New York: W. W. Norton & Co., 1967). 
Other data sources include Standard and 
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are scored according to whether the 
bulk of their productive activity is 
dependent on unit and small batch, 
large batch, or process technology.21 

18. Typology of Firms by Predom
inant Output (about 1970). This classi
fication divides firms into six groups 
with respect to the type of output 
on which the corporation is most de
pendent.22 

legal Indicators 
19. Incidence of Civil Rights and 

Labor Relations Litigation (1965-70). 
This classification is based on the 
number of significant cases coming to 
trial in federal district courts since 
1965 which dealt with labor relations 
or civil rights issues and in which the 
firm was defendant.23 Cases are de
fined as "significant" when either a 
new issue was developing through 
the case or when large numbers of 
workers would be affected by the out
come of the case. Firms are grouped 
into three classifications, reflecting the 
number of such cases since 1965. 

20. Incidence of Consumer Protec
tion Litigation ( 1965-1970). Firms are 
grouped into three categories and scaled 
ordinally with respect to the number 
of "significant" cases coming to trial 
in federal district courts since 1965 
which dealt with consumer protection 

Poors 1966-70; company annual reports over 
the same period, and selected periodical ar
ticles. 

•• See Federal Reserve Bulletin for break
down of the index of industrial production 
into output categories. This typology is 
based on a collapse of these categories into 
only seven. The categ.ories are assigned as
cending ordinal values as follows: mining, 
oil, chemicals, rubber, clay, glass, contain
ers, lumber, primary and fabricated metals; 
machinery and related products; transporta
tion and utilities; textiles, paper and print
ing; food and home consumer non-durables; 
retailing. 

23 Data are from periodicals indexed in 
Funk and Scott Index of Business and Cor
porations, 1965-70. 
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issues and in which the firm was de
fendant.24 

21. Incidence of Anti-Trust Litiga
tion (1%5-70). This classification as
signs firms to one of three scale values, 
depending on the number of signifi
cant cases coming to trial in federal 
district courts since 1965 which dealt 
with anti-trust questions.211 

22. Degree of Vertical and Hori
zontal Integration (since 1947). This 
classification is, of course, both eco
nomic and legal. Firms are grouped 
into three categories with respect to 
the number of acquisitions since 1947.26 

23. Degree of Conglomerate Inte
gration (since 1947). This indicator 
is derived by grouping firms into 
three categories with respect to the 
number of acquisitions related to con
glomerate development since 1947.27 

Socio-Political Indicators 
24. Extent of Participation in So

cial Programs (1965-70). This classi
fication groups firms with respect to 
low, moderate, or high activity in pro
grams with a public service com
ponent. A social service component 
is defined to include M. D. T. A. pro
grams components, participation in 
the JOBS program, special women's 
programs or the like. 

25. Innovativeness of Management 
Practices ( 1965-70). Firms are grouped 
into three categories for this indicator 
according to the extent of innovation 
in management since 1965. An inno-

•• Cited at footnote 23, at p. 463. 
•• Cited at footnote 23, at p. 463. 
•• Surveys of Mergers in Manufacturing and 

.M-ining (Washington: Federal Trade Com
mission, 1971). Firms which either acquired 
or were acquired by manufacturing or min
ing firms are included. Thus, retailing firms, 
transportation and utilities companies are 
to some extent covered. 

•• Cited at footnote 26. 
•• Data sources include a wide variety of 

periodicals indexed in Funk and Scott, op. 
cit. 
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vation, of course, excludes reorgani
zations with no accompanying change 
in management philosophy and prac
tice.28 

26. Degree of Administrative Auton
omy of Employing Unit (1970). This 
classification is based on whether the 
employing unit is the parent company 
itself or a subsidiary.29 

27. Presence of Federal Contract 
(1970). This Classification follows a 
binary specification reflecting the pres
ence or absence of a federal contract 
of $50,000 or more in fiscal year 1970.30 

28. Character of Government De
mand for Firm Output (about 1970). 
Firms are grouped into five categories 
with respect to the types of goods 
and services they sell to the federal 
government. The five categories are 
social insurance and education; nat
ural resources and agriculture ; finance ; 
infrastructure; and defense. They are 
scaled in ascending order. 

29. Extent of Urbanization of Ma
jor Facilities (1970). Scaled in as
cending order, major facilities may 
be located primarily in major cities; 
large urban centers with populations 
up to one million; towns; or suburbs 
-small towns.31 

30. Regional Location of Corporate 
Offices (1970). Firms are scored with 
respect to four regions insofar as the 
present, location of corporate head
quarters.32 Scaled in ascending order, 
the regions are Northeast; West ; Mid
west ; and Southwest-Southeast. 

•• EE0-1 data were cross-checked with 
company annual reports and with Standard 
and Poors to verify the nature of the employ
ing unit. 

•• The Office of Federal Contract Compli
ance, U. S. Department of Labor provided 
these data. 

81 Data sources: Standard and Poors and 
annual reports for firms not listed in Standard 
and Poors. 

•• Cited at footnote 31. 
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The Components Analysis: 
Results and Interpretations 

The results of the components anal
ysis are summarized in the matrix 
of common factor coefficients given 
in Table 1.33 Each element in the 
matrix is a factor loading indicating 
the net correlation between each fac
tor and the observed variables. If Fp is 
the rotated factor matrix, fij is the load
ing of variable i on factor j. Each y 
vector in the matrix is a factor which 
can be interpreted as an unobserved vari
able for which no direct observations 
exist. The factor measures an underly
ing regularity in the data and its values 
are linear compounds of asset of ob
served variables whose net correlation 
with the factor is significant. The 
squared factor loading indicates the 

amount of variance in the standardized 
observed variable explained by the 
factor after allowing for the contribu
tion of the other factors. Thus, a sum
mation of squared elements over col
umns of F gives the total contribution of 
the factor to the total unit variance of all 
variables. Typically, the sum of the 
squared elements in a row of Fp is less 
than unity because all relevant indepen
dent dimensions of variation are not 
captured in statistical models. The 
hi2 Communality, or sum of squared 
row elements, of a variable represents 
the unit variance in the particular 
variable that depends on factors all 
the variables have in common. The 
communality of the index of occupa
tional standing of women in industrial 
firms is, for example: 

(.57) 2 + (.34) 2 + (.06) 2 + (.04) 2 + (.01)2 = .46 

that is, forty per cent of interfirm vari
ations in the relative occupational 
standing of women in industrial cen
ter firms are associated with two com
mon factors extracted from the twenty
nine economic, legal, and socio-political 
variables incorporated in the analysis. 

Each variable is assigned to that 
factor with which it has the highest 
loading. Where variables 1-.ave load
ings of similar magnitudr~ on more 
than one component, the variable is 
assigned to the compon•.mt to which 
it has closest conceptual •·elation. Tables 
1 and 2 present the rotated factor 
matrix for the two groups of firms. 
Boxes indicate the loading in that 
component to Which each indicator 
is assigned. Variables with highest 
loadings lower than .30 were unas
signed but included in the analysis. 

•• Experimental runs showed that the re
sults of the components analysis are invari
ant to a logarithmic transformation of the 
data base. Other experiments showed that 
the results are invariant to ordinal changes 
in scale for scaled indicators. 
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The test for the strength of these 
clusters was to derive the components 
solution which is found by using ones 
on the diagonal of the correlation 
matrix. This solution gave an esti
mate of the proportion of unit vari
ance in the index of occupational 
standing of women explained by the 
five components. As the tables below 
show, that proportion was forty per 
cent for both the industrial and non
industrial samples. A stringent test 
for the component which best ex
plains that explained proportion of 
unit variance is to put the communal
ities on the diagonal of the correla
tion matrix. This takes out the un
explained or error variance. These 
experiments resulted in identical clus
tering patterns and in identical dom
inant factors with respect to the index 
of occupational standing of women.34 

•• I am grateful to Nancy S. Barrett, As
sociate Professor of Economics at the Ameri
can University, for making the suggestion 
that this test be tried. 
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TABLE 1 

Rotated Factor Matrix for the Index of Occupational Standing of Women 
Together with 29 Economic, Legal, and Socio-Political Variables 

(188 Industrials) 
1970 

Rotated Factor Loadings 
F, F. F, F, Fr. 

Economic, Legal, and Socio-Political Indicators 
Index of Relative Occupational Standing of Women .57 .34 .06 .01 
Extent of Female Penetration in Work Force -.87 -.12 .10 .07 
Extent of Female Penetration in White-Collar Work Force ·-.71 -.21 -.09 .18 
Typ.ology of Firms by Predominant Output -.56 -.14 .12 -.12 
Extent of Penetration of International Markets 44 .19 .01 .10 
Size of \Vork Force .05 ~ -.15 -.05 
Size of White-Collar Work Force -.06 .54 -.12 .16 
Market Size .02 .80 .03 -.07 
Profit Level .05 .75 .32 -.09 
Level of Assets .09 .78 -.06 .20 
Incidence of Anti-Trust Litigation .06 -.38 -.18 .25 
Extent of Participation in S.ocial Programs -.09 .48 .04 -.07 
Presence of Federal Contract .02 .43 -.20 .18 
Deg,ree of Vertical and Horizontal Integration .07 .30 --.18 .06 
Growth Rate of Earnings Per Share -.03 -.01 ----:gz .16 
Ratio of Net Income to Equity -.10 .10 .84 .01 
Degree of Stability of Assets in U. S. Econ.omy -.27 .02 .37 .12 
Degree of Stability in Profit Level -.13 -.25 .54 .04 
Incidence of Civil Rights and Labor Relations Litigation -.18 .19 .31 -.27 
Incidence of Consumer Protection Litigation .12 .37 .14 -.12 
Character of Government Demand for Firm Output .07 -.06 -.17 .01 
lnn.ovativeness of Management Practices .13 .37 -.07 .14 
Degree of Product Diversification .10 .25 -.09 .12 
Predominant Technology of Production Process .13 .04 .07 .11 
Extent of Urbanization of Major Facilities .08 -.07 .26 -.16 
Rate of Increase in Demand for Labor -.25 .01 .27 .18 .72 
Degree .of Stability of Power in Labor Ma1·kets .23 .03 .17 .17 .75 
Degree of Conglomerate Integration .08 .23 -.15 .01 .56 
Degree of Administrative Autonomy of Employing Unit .01 .06 -.13 .30 -.38 
Regional Location of Corporate Offices -.11 -.18 -.04 .15 -.26 
Cumulative Variance Explained .14 .25 .33 .39 .45 

h"i 
(R2) 

.46 

.79 

.60 

.60 

.15 

.49 

.38 

.66 

.69 

.70 

.25 

.35 

.26 

.13 

.70 

.73 

.23 

.43 

.26 

.44 

.53 

.37 

.33 

.46 

.37 

.69 

.67 

.39 

.26 

.14 



The results for 188 industri'al firms 
provide evidence that a crowding pro
cess is at work in the industrial sec
tor. The crowding hypothesis, orig
inally presented by Edgeworth and 
later by Bergmann, suggests that dis
crimination in employment results from 
a crowding of blacks, or in this con
text, women, into occupations where 
their wages are low. That phenome
non at a given point in time takes a 
predictable form ; an inverse relation 
exists between the female share of 
jobs and their representation in high
paying occupations. The villain of the 
piece is the firm refusing to hire 
women in high-paying jobs on an 
equiproportional basis with men. By 
crowding women into low-paying jobs, 
and hence giving them a relatively 
large share of total jobs, these firms 
have poor performance on the index 
of female occupational standing.311 The 
indicators having their highest load
ings in Factor I are extent of female 
penetration in total work force, extent of 
female penetration in white-collar work 
force, typology of firms by predominant 
output, and the extent of penetration of 
international markets. Factor I may 
be interpreted to represent the crowd
ing mechanism at work, among indus
trial firms. It accounts for 32 per cent 
of the unit variance in the index. It 
also confirms the hypothesis that multi
nationals perform better than others 
in according women employed in the 
continental U. S. occupational parity 
with men. 

Three variables with high loadings 
on this component depict the process 
of crowding within the industrial sec
tor. The willingness of firms to em
ploy women at all is reflected in the 
extent of female penetration in the 
work force. The receptivity to using 
women in high status jobs is reflected 
by the indicator of the extent of fe-

•• S'ee Barbara R. Bergmann, "The Effect 
on White Incomes of Discrimination in 
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male penetration of white-collar jobs. 
The typology of firms by predomi
nant output, having a negative loading 
along with the two preceding vari
ables reflects light as opposed to heavy 
industry. That is, consumer nondur
able manufacturing firms, textiles, food 
and retailing firms, paper and print
ing concerns give females a greater 
share of jobs, but crowd them into 
lower-wage occupational distributions 
because of their exclusion from firms 
in heavy manufacturing. 

The Second Factor accounts for 12 
per cent of the unit variance in the 
index of the relative occupational stand
ing of women. Factor II represents 
the centrality of the firm within the 
industrial sector and, as such, typi
fies the power of the firm in the con
text of the American economy, during 
a year, 1970, when short-term shifts 
in relative power of firms were taking 
place. Variables with highest load
ings on this component are market 
size, asset level, and profit level. Mar
ket size and profit level reflect the 
firm's ability to survive through growth 
of sales and to cushion losses in bad 
years through large and diverse as
sets. The demand for labor derived 
from firm expansion is reflected gen
erally in the size of the work force 
and specifically in the size of its white
collar component. Consistent with the 
greater public relations concern of 
large firms, the participation in social 
programs loads positively with the 
centrism factor. Since dominant firms 
have better political connections than 
others in the industrial sector, the 
presence of a contract with a federal 
agency was more likely during a re
cession year than for a weaker firm. 
Hence, the variable loads positively 
with this component. Of course, the 
litigation advantages for dominant firms 
have meant that the incidence of anti-

Employment." Journal of Political Economy, 
March/ April, 1971. 
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trust litigation is less for them. Since 
antitrust laws were new statutes dur
ing the distant past, the negative loading 
must be interpreted so as to reflect 
that fact. The less litigation there 
has been in the recent past regarding 
antitrust questions, the greater the 
probability that the firm is a domi
nant firm. The greater the extent of 
horizontal and vertical integration 
since 1947, the greater the probabil
ity that the firm is a dominant firm 
i~ 1970. Since the Third, Fourth and 
Fifth components are statistically in
significant in explaining the variance 
in the index, no discussion of them is 
included here. 

The factor scores for firms on the 
dominant factor from this analysis 
reveal three levels of sex discrimina
tion within the industrial sector, as 

generated by the process of crowd
ing.36 The group of firms with lowest 
factor scores might be termed the ab
sorbers of industrial female labor. 
Most firms in the lowest scoring group 
are in machinery, textiles, or food manu
facturing. They hire women in a greater 
share of jobs but crowd them into inferior 
occupational patterns relative to males. 
Firms with highest factor scores on the 
crowding component consist primarily of 
steel, chemical and heavy machinery 
manufacturing firms. These firms might 
be termed creamers of the female la
bor markets in the industrial sector. 
They exclude females from the work 
force, according them a relatively small 
share of jobs. But they accord more 
occupational parity to the women they 
do employ. [The End] 

Multinational Corporations and the International 

Metalworkers' Federation 

By BEN A. SHARMAN 

Grand lodge Representative, IAMAW 

T HE INTERNATIONAL MET
ALWORKERS' FEDERATION 

(IMF) with an affiliated membership 
of over 11,000,000 metalworkers from 
60 countries is the largest of the In
ternational Trade Secretariats. In re
cent years new affiliates have been 
coming at an increasing rate from 
the developing countries. 

The IMF has become very much 
aware of the problems caused by the 
concentration and impact of world 

•• Because of confidentiality restrictions 
which apply to users of the U. S. Equal Op
portunity Commission's EE0-1 data, the 
names of particular firms may not be men-
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capital and economic power in the 
hands of a few multinational corpora
tions with plants all over the world. 
It has become the leading Interna
tional Trade Secretariat in attempt
ing to counteract this power and 
influence through practical coopera
tion among its affiliated unions and 
in cooperation with the other Inter
national Trade Secretariats. A pro
gram has been initiated which en
courages coordinated bargaining and 
other forms of cooperation at an in
ternational level, but even if a strong 
international trade union movement 

tioned. To accommodate this restriction, 
we have excluded the factor scores and firm 
names from this discussion. 
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existed in all parts of the world this 
would only be a partial approach to 
solving these immense problems. 

When such problems were first dis
cussed in the IMF, the affiliated unions 
from the developing countries were 
the most concerned as they believed 
that workers in their countries were 
being exploited by these industrial 
giants and the natural resources of 
th.eir countries were being depleted 
wtth very little gain or improvement 
in economic or social conditions for 
the population as a whole. The United 
States trade unions were the next to 
be c.oncerned as the problems of plant 
clostngs and loss of jobs began to 
take effect when multinational cor
porations expanded their activities to 
low wage areas of the world. The 
concern has now spread to the coun
tries of Europe and is beginning to 
have its effect on the Japanese trade 
unions, which, incidentally, have been 
very sympathetic with the United 
States situation. The Japanese trade 
unions now realize that their mem
bers will face difficulties in the fu
ture arising from the spread of the 
Japanese-based multinational corpo
rations which are transferring opera
tions abroad with the same lack of 
social consciousness as their counter
parts in other parts of the world. 

One of the reasons given by the 
British trade unions for their opposi
tion to joining the Common Market 
was their fear that this would allow· 
multinational corporations operating 
in Britain to move to other countries 
within the Common Market without 
restrictions. They were especially con
cerned that moves would be made to 
areas where wages were lower and 
working conditions inferior. This, they 
believed, would have the effect of un
dermining their collective bargaining 
position and thereby lower the stan
dard of living of British workers. 
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The Italian affiliated unions are also 
concerned by the actions of FIAT 
which in 1967 licensed to produce its 
Model 125 Sedan in Poland. This 
model is now being sold in Eu"rope 
at $250 less than the comparable Ital
ian model. The Russians who have 
manufactured the equivalent of the 
FIAT 124 under license are selling 
their cars in Switzerland at even more 
competitive prices. Actions such as 
these undermine the international free 
trade union movement and support 
those governments which would de
stroy the free enterprise system. The 
dealings with Communist countries 
are not confined to FIAT however. 
In the November 4, 1972 edition of 
"Business Week" an article appeared 
which stated: "In an interview filmed 
in the U. S., Chairman Henry Ford, II 
of Ford Motor Company told mil
lions of Soviet television viewers that 
his company would consider taking 
part in expansion of the Russian auto
motive industry. Sources in Moscow 
say that the Russians are eager to 
have Ford participate in building a 
hitherto unannounced truck plant. 
The plant could be far larger than 
the $2-billion Kama River project that 
is planned for 150,000 heavy-duty trucks 
a year. The second plant would be 
built in Siberia in the late 1970s, the 
sources say. 

However, the Ford chairman stressed 
that he would have to consult in 
Washington before he could commit 
the company to any new project. Ford's 
contemplated part in the Kama River 
venture was squelched two years ago 
by Defense Secretary Melvin Laird. 

European Unions Concerned 
with Plant in Spain 

Several of the European IMF affili
ated unions are also concerned with 
reports that Ford is planning to build 
a plant with an investment of over 
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$350,000,000 in Spain mainly for the 
export of cars to the Common Mar
ket countries. In the January 2nd edi
tion of the "New York Times" an 
article appeared which claimed that 
according to the Spanish Government 
the Ford factory wilt be designed to 
produce 240,000 cars a year. Under 
a decree of last December 7th under 
the terms of which Ford submitted 
its petition it is required that for
eign car manufacturers setting up op
erations in Spain must export at least 
two-thirds of their production. This 
ruling would oblige Ford to sell at 
least 180,000 of its Spanish built cars 
outside Spain every year. A state
ment from the Spanish Government 
said Ford's annual exports from Spain 
would total about $216,000,000 which 
is more than one-fifth of the total of 
all Spanish industrial exports com
bined in 1971. The December decree 
that opened the doors to Ford is ex
pected to entice other big automo
bile manufacturers into Spain where 
wages are low and strikes illegal. 
Several multinational corporations in
cluding FIAT and Chrysler are al
ready operati~ in Spain where trade 
union freedom and basic human rights 
have been denied. In February of 
1973, for example, a. state prosecutor 
in Madrid demanded a 13-year pris
on sentence for two workers and a 
12-year sentence for eight others. 
Their alleged crime was taking part 
in a meeting of the clandestine demo
cratic trade union, Union Sindical 
Obrera, which is affiliated with the 
IMF. Heavy fines had also been im
posed on two workers in Bilbao who 
were accused of membership in an 
IMF affiliated organization. Protests 
to these actions were made through 
the ILO and to the Spanish Govern
ment by IMF affiliates. The two 
cases mentioned are only an example 
of what is happening as trade union 
convictions and reports of harassment 

470 

in Spain are too numerous to men
tion. An effective coordinated bar
gaining approach can never be imple
mented in countries such as this where 
multinational ~orporations, with only 
the profit motive in mind, are attracted 
by such abuses. The IMF learned 
that in March, 1971, Henry Ford, II 
visited Prime Minister Edward Heath 
and threatened to move production 
from Dagenham, England to Vvest 
Germany u_nless the British Govern
ment could do something to tame its 
unions. Workers at the Ford plant 
were then on strike. If similar pres
sure is ever applied to the Spanish 
Government it would undoubtedly re
sult in even greater suppression of 
the Spanish workers. 

Trade union freedom is also sup
pressed in many of the developing 
countries which in strong competi
tion for investments offer various kinds 
of inducements to multinational cor
porations which include anti-labor 
legislation and low wages. 

According to information received 
by the IMF certain electronic plants 
in Hong Kong, for example, still re
quire yellow dog contracts where the 
worker who wants a job will sign a com
mitment stating that he will not join a 
trade union while being employed at 
that particular plant. 

Government Control 
of Labor Unions 

The government in Korea takes 
direct responsibility and control of 
matters pertaining to labor union ac
tivities and disputes in the foreign 
investment enterprises in order to 
maintain the investors' advantage of 
very low wages. A special law cov
ering foreign investments has been 
implemented which takes away the right 
to strike and introduces compulsory 
arbitration for workers employed in 
multinational corporations. Needless 
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to say, this system seldom works to the 
advantage of the workers. 

The Malaysian Government offers 
any new industry moving into Ma
laysia a three-year period during which 
no trade union can operate. 

Inducements similar to these are 
also offered in practically all the other 
developing countries of Asia, Latin 
America and Africa. 

Arguments used by the multina
tional corporations to portray a good 
image of their social behavior in the 

·developing countries have been ex
amined by the IMF and it has been 
found that whereas they claim that 
they pay higher wages than other 
firms the actual situation was that 
their wages are not above the lowest 
averages and remain in many coun
tries based on the minimum wage. In 
many instances it was learned that 
at the time of establishment the wages 
paid had actually disrupted wage lev
els by substantially undercutting the 
traditional yet insufficient wage level 
established by local firms. During an 
official IMF visit to Chile in 1970, for 
example, it was discovered that th·e 
RCA company was paying young 
women the rate of 9¢ an hour which 
was the lowest pay in any organized 
plant in the industry. 

There is also clear evidence in Hong 
Kong that multinational corporations 
in the electronic industry which are 
using mostly female workers pay wages 
below average even though the aver
age pay in the industry is only 22¢ 
an hour. 

In the developing countries the need 
for education, hospitals, housing, roads 
and eradication of poverty is immense 
and yet these same countries in order 
to attract foreign investment feel forced 
to offer tax exemptions to multina
tional companies. 

Thailand, for example, offers foreign 
establishments tax exemptions for the 
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first five years of operation and cus
toms duty exemptions on imports of 
equipment and raw materials. It has 
also established free trade zones for 
exports. 

The Taiwan Government has cre
ated duty-free export processing zones 
which give preferential treatment to 
multinational corporations that include 
a tax exemption for the first ten years 
of operation. The products manufac
tured in these zones may not be sold 
in the domestic market and even if 
this was possible the workers could 
not buy the consumer goods pro
duced due to their miserably low wages. 

A similar situation exists in North
ern Mexico, where under the twin 
plants concept, labor intensive assem
bly work is done by United States 
firms for very low wages with the 
condition that none of the products 
can be sold in Mexico. Finished prod
ucts are, therefore, returned to the 
United States but customs duty is 
only charged on "value added." 

The Korean Government offers for
eign investors some of the most at
tractive inducements in Asia which 
include the anti-labor legislation pre
viously mentioned. Other inducements 
in Korea are : 

1. Exemption from corporation tax, 
property tax and property acquisi
tion tax for five years in proportion 
to the ratio of stocks or shares owned 
by foreign investors. 

2. A 50 per cent reduction of these 
taxes for the following three years. 

3. Exemption from customs duty 
and commodity taxes on commodity 
goods imported for investment pur
poses. 

4. Exemption from personal income 
tax for thos·e foreign personnel em
ployed at foreign enterprises. 

5. Guaranteed unlimited remittance 
of profits. 
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6. Possibility to repatriate the princi
pal in the event the enterprise is 
liquidated and the opportun:ty to re
patriate 20 per cent of the principal 
per annum after two years operation. 

7. Permission for sole ownership. 
8. Guaranteed remittance of divi

dends. 

One would think that with all the 
competition in providing inducements 
to the multinational corporations that 
the developing countries would for
mulate a combined policy which would 
limit concessions offered. There is no 
advantage to any if they all offer a 
five-year tax holiday, for example. 
Only the multinational corporations 
can benefit at the expense of the dis
advantaged of the developing world. 

Lack of Concern 
for Safety and Health 

Another cause for IMF con<:ern is 
that each time legislation is proposed 
on safety and health or the deaning 
of the environment the multinational 
corporations threaten to move their 
operations claiming that the cost of 
such items would put them out of 
competition. The message they are 
really giving is that they do not care 
how much they pollute the develop
ing countries and they are not in the 
least concerned for the safety and 
health of the workers. 

In the January 11th edition of the 
"Wall Stre·et Journal" an advertise
ment appeared which stated "You can 
reduce your dired labor assembly 
costs and save investment money re
quired by the new OSHA (Occupa
tional Safety and Health Act) legis
lation. American-Mexican partnership 
with years of experience in managing 
and selling excellent Mexican labor in 
a Wide variety of fields, such as, elec
tronics, electro-mechanical, mechanical, 
textile and recreation." The multination-
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al corporations based in the United 
States are directly responsible for ~n
couraging this type of inducement. 

Multinational Corporations 
Indicate True Attitude 

Multinational corporations by their 
actions in developing <:ountries have 
indicated what their true attitude is 
towards the free trade union move
ment. 

An IMF affiliated union at a Union 
Carbide plant in Colombia, South 
America, recently had its legal status 
rescinded by the government because 
the former treasurer had embezzled 
funds. The union officers had brought 
charges against him and as a result 
he was jailed. As soon as legal status 
had been withdrawn the company fired 
the five top local union officers and 
from the latest reports, even now that 
the legal status of the union has been 
restored, it has refused to reinstate them. 

Another recent case oc<:urred in the 
Caribbean island of Curacao where 
organizing efforts were bitterly re
pressed by Texas Instruments, for<:
ing the workers to go on strike. They 
did succeed in winning the right to 
have a referendum vote among the 
workers and overwhelmingly won 
the right to form a legitimate trade 
union. 

It is obvious from the problems 
mentioned that the IMF has a for
midable task in attempting to curb the 
adverse practices of multinational 
corporations. An attempt has been 
made in recent years, however, to 
promote the coordination of trade 
union activities, encourage affiliates 
to work for national legislation and 
to urge the initiation of multinational 
studies by the ILO. 

Worldwide corporation councils have 
been organized in the automotive in
dustry which brings together repre
sentatives of the workers of a single 
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corporation from all the countries 
where it has manufacturing or assem
bly facilities. An IMF Committee on 
Multinational Electrical and Electronics 
has also been formed and is involved 
in a program which provides soli
darity assistance, information, advice 
and support for affiliated unions in 
those industries. One of the basic aims . 
of the IMF is to build and strengthen 
effective trade unions in every plant 
where the multinational corporations 
operate. 

At a recent meeting of the IMF 
Multinational Electrical and Electronics 
Committee it was recognized that ·ex
isting encouragements to investments 
are all based on the use of public 
monies for profit and that these priv
ileges should be accompanied by so
cial responsibilities and public con
trols. These should include regula
tion of foreign investments, full financial 
and operational disclosure to trade 
unions, controls on shifts of invest
ments and production particularly where 
job security is involved, international 
legislation, recognition of trade union 
rights and compliance with Interna
tional Labor Office conventions and 
standards referring to labor relations 
practices. 

At the 1971 ILO Metal Trades Con
ference where a large percentage of 
the delegates in the workers' group 
were from IMF affiliated unions, at
tention was called to the responsibil
ity of the management of multina
tional corporations to recognize and 
respect the overall economic and so
cial interests of the countries in which 
they operate. As a result of this an 
ILO meeting of experts was held in 
October, 1972 to study the relation
ship between multinational corpora
tions and social policy. A member 
of the IMF Secretariat and other ex
perts from IMF affiliated unions played 
a leading role in formulating conclu-
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sions at this meeting. With the power 
and influence of multinational cor
porations over governments in the de
veloping countries, however, it is at 
this time questionable whether an ILO 
convention stipulating regulations would 
be effective. 

Governments Encourage Spread 
of Multinational Corporations 

Many governments encourage the 
spread of multinational corporations 
by offering a variety of overseas in
vestment insurance programs in case 
of nationalization. If widespread na
tionalization occurs the taxpayer, who 
in most instances is also a worker, 
must pay the bill. 

The Ministry of Trade and Indus
try in Japan has recently made a pro
posal to add a feature to its overseas 
investment insurance program which 
would cover losses from labor strikes 
and other factors. This would defend 
low labor cost advantages sought by 
the Japanese corporations. Such in
volvement of a government depart
ment in measures which would under
mine free collective bargaining by 
deliberately changing the balance of 
power between employers and unions 
in favor of multinational corporations 
is considered by the IMF to be a vio
lation of the principles of a democratic 
society which could have serious impli
cations for the international free trade 
union movement. 

Only Sweden has implemented an 
insurance program which includes so
cial guarantees that require corpo
rations requesting investment guar
antees to pledge that they will recog
nize legitimate trade unions, bargain 
collectively, pay decent wages and 
otherwise adhere to fair labor stan
dards. The United States and other 
free democratic countries would do 
well to follow the Swedish example. 
This would at least make the multi-
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national corporations cautious when 
investing in areas where human free
doms are suppressed as they would be 
denied insurance for such operations. 

In the developed countries multi
national corporations have left com
munities with unemployment, misery 
and human suffering in their quest for 
profit and in the developing countries 

they have exploited those that need 
assistance the most. It is still possi
ble, however, that with proper national 
and international regulations the mul
tinational corporations could become 
instruments of social and economic 
advances instead of a detriment to 
workers throughout the world. 

[The End] 

The Multinational Corporations and Industrial 

Unrest in Developing Countries 

By LESSEY SOOKLAL 

University of the West Indies 

THIS PAPER SEEKS TO PRO
VIDE a convenient framework 

for discussing problems created by 
the involvement of Multinational Cor
porations (MNCs) in developing coun
tries. The viewpoint presented here 
is that these problems result both 
from (i) the isomorphic nature of the 
relationships which occur when or
ganizational structures are transferred 
from developed to developing coun
tries ; and ( ii J the needs for corpo
rate control and minimization of risk 
which are indispensable to the suc
cessful operation of the MNC. 

For the sake of convenience the paper 
has been divided into the following 
sections : (a) Developing Countries, (b) 
The MNC, (c) Conflict and Industrial 
Unrest. 

'It should be noted that the "social dis
tance" between this "artificial" middle-class 
and the lower-class is even smaller than 
it would seem from fig. 1. In many in-
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Developing Countries 
For the purposes of this analysis a 

developing country shall be regarded 
as one which has the type of socio
economic structure illustrated in fig
ure 1. Reliable quantitative data are 
usually nonexistent or difficult to ob
tain but the broad features which are 
essential to our analysis include (i) a 
relatively small elite (A), usually made 
up of prosperous professionals and 
individuals with wealth and privi
leges inherited from colonial times, 
(ii) a newly formed middle-class bulge 
(B) consisting of nationals (educated 
at government expense, in the wake 
of independence) whose education is, 
in many cases, more ornamental than 
functional,1 (iii) a numerically dom
inant lower-class (D) who live at or 
below subsistence level, (iv) a "transi
tion class" (C) made up of a rela
tively small number of individuals 
engaged in the process of acquiring 
the certification necessary to join the 
middle-class. 

stances, the immediate relatives and child
hood friends of members of the middle
class belong to the lower-class. 
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Figure 1 

The attitude of the elite toward 
unrest of any sort is, quite under
standably, influenced by the insecu
rity generated by any perceived threat 
to its position while members of the 
lower-class are usually inarticulate and 
unorganized. Thus, countries which 
are evaluated by prospective employ
ers as being "politically stable" are 
often those in which members of the 
different socio-economic classes are 
kept in their respective places by 
pressures for "law and order" by the 
elite on one hand, and the accus
tomed submission of the lower-class 
on the other. 

The state of apparent equilibrium 
described above is usually maintained 
or disrupted by pressures exerted by 
agents of change who belong to the 
middle-class. These agents of change 
are sometimes joined and even led by 
deviant members of the elite. But 
acceptance by and support of the 
middle-class have always been n·ec
essary (though not sufficient) con
ditions for social and political change. 
Consequently, the tolerance for con
flict which exists in a developing 
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country is largely the tolerance for 
conflict of its middle-class. 

Figure 2 helps to explain and classify 
the behavior patterns which emanate 
from the middle-class. The two major 
determinants of individual behavior 
within this class, as reflected in fig. 2, 
are (i) the strategy which the indi
vidual uses in order to acquire social 
and economic mobility (represented 
by the horizontal axis), and (ii) the 
educational orientation of the individ
ual (represented by the vertical axis). 

The resulting classification can be 
explained, in summary form, as follows : 

(a) Nationalistic Rebel (mobility via 
rebellion combined with technical and 
managerial competence): This type 
of individual does not seek to change 
the existing economic structure of his 
country. He seeks to replace his former 
"masters" and very often advocates very 
sweeping nationalization programmes 
and agitates for the expulsion of ex
patriate managers, etc. His behavior 
can be regarded as the product of his 
confidence in himself and other na
tionals with similar skills, his faith 
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Ornamental 
Education 

Figure 2 

in the power of modern science and 
technology (also a function of his ed
ucation), and his bitter resentment of 
expatriate authority. 

(b) Conforming Technocrat (mobil
ity via acceptance and patronage com
bined with technical and managerial 
competence): Economic development 
is envisaged by this type to be a pro
cess of slow and gradual transition. 
He seeks upward mobility via normal 
promotion, etc. His behavior can be 
regarded as the product of both his 
education, which is similar to that of 
the Nationalistic Rebel, and his ac
ceptance of (or reconciliation with) 
the expatriate presence. 

(c) Revolutionary (mobility via re
bellion combined with education in 
the English classical tradition) : The 
tendency to nationalize industries and 
expel foreigners is combined with an 

• For further discussion of this pattern 
of "Compulsive Conformist" behavior, see 
Lloyd Brathwaite, "Social Stratification in 
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intellectual idealism to produce an 
individual who seeks quick and sweep
ing economic and social changes aimed 
at producing a "classless society." 
Here. the behavioral parameters are 
(i) Hostility toward the authority 
possessed by expatriates together with 
an identification with the "suffering 
masses." (ii) Concentration of the 
philosophical aspects of economic and 
political change (with very little con
sideration for technical feasibility). 

(d) Compulsive Conformist2 (mobil
ity via acceptance and patronage com
bined with education in the English 
classical tradition) : This is usually the 
type of individual whose insecurity, 
arising from the nonproductive nature 
of his education, results in a perpetual 
quest for the respectability and protec
tion which goes with patronage of the 
elite. Coming in different sizes, shapes 

Trinidad," Social and Economic Studies, Vol. 
2, Nos. 2 and 3 (Oct. 1953), pp. 111-120. 
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and colours this type has a range which 
can vary from the anachronistic "Eng
lish Squire" on horseback to the modern 
"American housewife" who is sur
rounded by a conspicuous array of 
household gadgets. 

It should be emphasized that the 
classification attempted above should 
not be interpreted as being static and 
unchanging. In fact, the major thrust 
of this analysis of middle-class be
havior, as it pertains to the MNC, is 
aimed at establishing two points which 
can be deduced from figure 2. · 

Middle-Class Behavior 
Firstly, the presence of expatriate 

managers with abrasive personalities 
can bring about a change (from right 
to left) in the positions which their 
colleagues and subordinates occupy 
on the mobility axis (i.e. the horizontal 
axis in figure 2). In such a case, the 
net result would be the conversion of 
a significant number of marginally 
conforming technocrats into strident 
nationalisti<: rebels. 

Secondly, an upward movement in 
the positions of nationals on the edu
cational orientation axis (i.e., the ver
tical axis in figure 2) would seem to 
be mutually beneficial to both the 
MNC and the developing country. 
Such a change will, of course, result 
in the replacement of expatriate MNC 
representatives by local managers but it 
should be remembered that in the long 
run the attitude of the host country 
to the MNC would be far healthier 
than would otherwise be the case. 

The MNC 
Essential to the growth and continued 

survival of the MNC are two basic 

3 The basis of this illustration was orig
inally suggested by Richard N. Farmer, "Or
ganizational Transfer and Class Structure," 
Academy of Management Journal (Sept. 
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requirements which are common to all 
business enterprises. These are (i) the 
need for corporate control, and (ii) the 
prospect of financial returns which are 
commensurate with the perceived risks. 

In the case of a corporation with 
direct investments in several countries 
and with its own integrated operations 
extending across national boundaries 
(i.e .. the MNC), these requirements 
combine to produce unavoidable so
cial, political and economic stresses 
within a developing host country. 

An attempt will now be made to 
focus attention on the stresses which 
result from superimposing the pyramid 
type of organizational structure, which 
is necessary for effective control, upon 
the socio-·economic structure of the 
developing country. This is reflected 
in figure 3. 3 Here, both the organiza
tional pyramid of the MNC's subsid
iary and the socio-economic structure of 
the immediate geographical area (town, 
county, parish) within which it is lo
cated are represented in two-dimensional 
form. 

The immediate problem which is 
revealed by this illustration is one 
which involves the shortage of skilled 
labor and managerial expertise. What 
is of particular importance in the present 
context is, however, the manner in 
which the MNC responds to the problem. 

The typical response involves (a) Re
cruitment of managers and highly skilled 
personnel from an international mar
ket,4 and (b) Attraction (by means 
of high wages) of skilled labor from 
different parts of the host country, ·es
pecially the urban areas, to the im
mediate vicinity within which the sub
sidiary is located. 

1966), pp. 204-216. It has been modified and 
adapted for presentation in this context. 

• This has been reflected by the position 
of the vertex of the triangle in figure 3. 
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Figure 3 

Recruitment 
of Foreign Personnel 

The recruitment of foreign person
nel involves the payment of North 
American salaries and the granting of 
generous perquisites to compensate for 
displacement involved in moving to 
the developing country. These factors, 
together with the formation of small 
exclusive social enclaves, the rising 
tide of expectations generated by con
spicuous consumption patterns which 
occur in an impoverished setting and 
the ambivalent expatriate attitudes of 
condescension and hostility toward 
nationals, all help to add fuel to a fire 
which started in colonial times. 

The salaries which are paid to na
tionals of developing countries who 
are employed by the MNC are in
fluenced by two factors (i) the need 

• This factor is not operative in countries 
in which unionization is illegal or discour-
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to attract the most competent workers 
living in the country both to the com
pany and to the area in which it is 
located, and (ii) the need to maintain 
some semblance of parity with wages 
paid to expatriates.5 

The factors mentioned above make 
it necessary for wages within the MNC 
to be far higher than elsewhere in the 
community. In time, this results in 
the creation of a wage spiral within 
the unionized sectors of the country. 
Workers employed in areas where 
strikes are seldom countenanced by 
the public (e.g., teaching, the civil ser
vice, police, etc. ) tend to become bitter 
and frustrated. The gap between the 
earnings of those engaged in agricul
ture and that of the rest of the com
munity, already quite significant, tends 
to assume phenomenal proportions. 

aged by governments. In such instances 
the analysis which follows will not apply. 
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Gradually, the belief that in order 
to survive one has to become militant 
begins to take root. This belief takes 
place slowly and almost imperceptibly 
at grass-roots level and a need for mili
tant leadership is slowly created. 

At the same time, the rebels and the 
revolutionaries, created by the forces 
mentioned in the previous section, are 
engaged in the equally slow and dif
ficult process of self-examination, con
ceptualization and articulation. Initially, 
the result might take the form of wild 
bursts and flashes of soap-box oratory. 
But given sufficient time to incubate, 
a philosophy of change (which is a 
precondition for successful leadership) 
sometimes emerges. 

This state of slowly smouldering tur
moil very often gives rise to argu
ments against the existence, in prin
ciple, of the MNC. Some of these 
arguments are repeated so often that 
they represent what might be called 
orthodox third world thinking. The 
erosion of national sovereignty and 
the inherent incompatibility of sub
optimization at the level of the sub
sidiary with optimization across the 
entire MNC are two such arguments. 
One rather suspects that they have 
been repeated so often that executives 
of the MNC tend to dismiss them as 
the familiar bark of the neighbor's dog. 

On the other hand, there are the 
unorthodox arguments which execu
tives often refuse to hear. One such 
argument will now be presented for 
the sake of illustration. Speaking of 
factors which make it the patriotic 
duty of workers not to give a fair day's 
work, Mr. George Weekes, President 
General of the Oilfields Workers Trade 
Union of Trinidad and Tobago has said: 

• George Weekes, "The Trade Union Strug
gle in Trinidad," in Readings in Government 
and Politics of the West Indies, Trevor Mun
roe and Rupert Lewis, eds. (Dept. of Gov
ernment U. W. I., 1971), p. 154. 
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"Take, for example, the <:ase of a 
foreign-owned company which has been 
granted tax-free concessions for a long 
period. Such a company may be granted 
a concession to extract and export a 
mineral resource for up to thirty years 
without payment of any taxes. The 
only benefit to the nation from such 
an arrangement is the amount expended 
by the company in wages. Profits go 
abroad, no taxes are collected and 
there is no certainty that the resource 
being extracted and shipped away will 
not be expended before the tax-free 
period."6 

Comments like these generally pass 
unheeded until it is too late for both 
the MNC and the benevolent national 
patriarch who granted the concessiom 
on behalf of the people of his country. 

Conflict 
and Industrial Unrest 

An attempt will now be made to 
clarify the relationship between con
flict and industrial unrest which was 
implied in the previous sections. 

The word "conflict" implies paralysis. 
Argyris defines conflict as "the event 
which occurs when a person is not able 
to act in a specific sihlation."7 Unrest, 
on the other hand, implies movement 
and can be regarded as the therapy 
which a society uses to eliminate or 
resolve widespread conflict which ex
ists within itself. 

The purpose of the analysis and dis
cussion undertaken in the sections on 
"Developing Countries" and "The 
MNC" has been to provide some in
sight into the nature and sources of 
the conflict which results from the 
presence of MNCs in developing coun
tries. Industrial unrest, however, need 
not be the direct result of such conflict. 

• Chrys Argyris, Personality and Organi
zation ('New York, Harper & Row, 1957). 
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Both the degree of tolerance for con
flict which a given society possesses 
and the mechanisms which are avail
able for the legitimate resolution of 
conflict can be regarded as being jointly 
responsible for what can be called the 
propensity for industrial unrest. The 
first of these two contributing factors 
might be the product of history and 
(or) social conditioning while the sec
ond is related to the evolution of 
legal statutes (related to industrial rela
tions) and generally accepted principles 
governing the settlement of industrial 
disputes in the country concerned. 

It should be borne in mind that the 
"breaking point" usually occurs under 
conditions of severe economic stress. 
For example, the trade union move
ment in Jamaica only gained popular 
recognition around 1938 as a result of 

riots which followed the depression 
which occurred in the late 1920's, the 
closure of emigration outlets (U. S. A., 
Panama, Cuba) and more than a decade 
of consistent crop failure on the island. 

Should the gap between economic 
conditions in developed and develop
ing countries continue to widen, it 
would seem reasonable to anticipate 
a marked increase in the propensity 
for industrial unrest in developing 
countries in the not too distant future. 
Under such circumstances, any industrial 
relations policy adopted by MNCs 
which contributes, even slightly, to
ward the prevention of avoidable con
flict situations could contribute enor
mously to both industrial peace and 
political stability in developing coun
tries. [The End] 

The Multinational Corporation 

and Industrial Relations: Discussion 

By PAUL A. HEISE 

U. S. Department of Labor 

"THE MULTINATIONAL COR-
PORA TION AND INDUS

TRIAL RELATIONS" is a very popu
lar and controversial subject. The 
papers we have heard are representa
tive of the contending forces: Mr. Copp 
for the Multinationals; Mr. Sharman 
for the unions; Dr. Lyle for the aca
demics ; and Dr. Sooklal for the host 
countries. I am probably discussant 
because the government role is not 
yet determined, but expected to be 
more neutral. This is probably also 
why a technician like myself was chosen 
for this panel rather than a policy level 
individual such as Dr. Koster who is 

480 

on the panel on inflation where gov
ernment's role is more active. 

The expertise and presentation of 
these papers have been thoroughly 
professional. Therefore when I am 
critical it is probably because the par
ticipants did well what was expected 
of them. 

At a recent Conference for Corpo
rate Executives held by Johns Hopkins 
University on Multinationals, a speaker 
claimed that Multinational Corpora
tions (MNCs) have a solid record of 
job creation-for economists who go 
to Conferences and Symposia all over 
the world to discuss the problems 
raised by Multinationals. Now, despite 
the fact I am enjoying this lovely is-
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land as much as anyone else, I find 
problems when I put conferences and 
these papers in the context of research 
and industrial relations needs. 

Industrial Relations and the MNC 
really involves two separate problems. 
The first is economic and includes the 
employment/manpower impact. The 
U. S. unions are particularly concerned 
about job losses and thus support the 
Burke-Hartke Bill quotas and controls 
on MNCs. I expected more from Mr. 
Sharman on this but he held to his 
topic and thl:! international aspects. 
The second is the somewhat political 
question of the evolving labor-manage
ment relations of the MNC. The Eu
ropeans center on this aspect especially 
because it is influenced by European 
Community (EC) harmonization and 
integration. 

The separateness of these questions 
must be recognized ~hen approaching 
the problem from any of the contend
ing directions. It must also be recog
nized that the economics of the MNCs 
will affect their industrial relations and 
vice versa. 

First, the economic analysis. There 
is a serious lack of nonpartisan research 
in this area. The Ray Vernon1 studies 
of the MNC and the product cycle 
do not focus on labor costs or employ; 
ment. Most of the economic discussion 
of the MNC and labor attempts to de
termine some sort of balance of jobs 
created or lost.2 These studies defend 
or attack the MNCs and decide that 
direct foreign investment is good or 
bad, in the cosmi<: sense, on the basis 

1 Raymond Vernon, Sovereignty at Bay 
(New York: Basic Books, 1972). 

2 Robert G. Hawkins, Job Displacement 
and the Multinational Firm: A Methodologi
cal Review, Center for Multinational Studies, 
1625, Eye St., N. W., Washington, D. C., 
June 1972. This study critiques the six 
most important attempts to estimate job 
impact. It is an excellent study of the 
problems involved but came out before the 
Tariff Commission study cited below. 
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of a net job count. I am happy to note 
that no one on the panel followed the 
Harvard Business School3 or the Tariff 
Commission4 into this sad numbers 
game. 

MNCs Do Not Discriminate 
Dr. Lyle's less assuming paper is 

noteworthy, therefore, for two things. 
1) It is innovative and perhaps even 
unique in that it adds one small piece 
of empirical evidence about the em
ployment practices of MNCs. We learn 
that MNCs do not discriminate in the 
manner that some theorists hypothesize. 

The use of factor analysis is, as an 
aside, also notable as is the use of 
primary data from the Equal Employ
ment Opportunity records. Economists 
tend to be hung up on linear regres
sion and neglect some of the more 
recent statistical developments in other 
social sciences. However, factor anal
ysis is a method of summarizing an 
overlarge correlation matrix. In this 
case the number of applicable variables 
seems small enough to handle. I would 
like to see the basic correlations between 
foreign market penetration and her 
discrimination variables. For that matter 
the foreign market penetration vari
able is undefined and without source. 

Shortcomings with description, def
inition, and source of the variables is 
a serious problem in the paper. This 
problem makes it difficult to furnish 
a final judgment on the strength of 
the findings. 

2) More importantly, the paper pro
vides a direction for further empirical 

• ·Robert B. Stobaugh, "U. S. Multina
tional Enterprises and the U. S. Economy," 
in The Multinational Corporation, U. S. De
partment of Commerce, Volume I, March 
1972. 

• U. S. Tariff Commission, Implications of 
Multinational Firms for World Trade and In
vestment and for U. S. Trade 'and Employ
ment, Committee on Finance, United States 
Senate, GPO, February 1973. 
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research. Economists should emulate 
Dr. Lyle and look to primary sources 
to test specific hypotheses. Hopefully, 
these will fit together somehow into 
an understandable paradigm. 

The questions concerning job dis
placement, structure of employment, 
and community impact, and whether 
or not those caused by the MNC are 
any different from normal domestic 
changes, remain unexamined. There 
are primary source data available : in 
Census Industry figures, in mass lay
off reports, in the Tariff Commission 
investigations, and in data on U. S. im
ports of parts assembled outside the U.S. 

Statistics on direct foreign investment 
and capital flows should be avoided. The 
relationship between the capital in
volved and the number of jobs involved 
is more likely to be inversely than di
rectly related. 

The most interesting area of research 
and that most likely to reveal the un
derlying patterns of causality and 
developing trends is the comparison 
between Europe and the United States. 
While Europe has opened its doors to 
immigration from the Mediterranean 
basin, the U. S. has closed its doors 
to all but the skilled. U. S. multina
tionals go outside to the Far East or 
the Mexican border for supplies of 
less skilled labor. European firms im
port the labor and continue to serve 
their home and foreign markets from 
their home base .. Japan appears to be 
following the U. S. model. 

Comparison 
Between the Continents 

The contrast in industrial structure, 
returns to investment and to labor, 

• Harry Johnson, "The Efficiency and Wel
fare Implications of the International Cor
poration," in Charles P. Kindleberger, ed., 
The International Corporation (Cambridge, 
MIT Press: 1970), p. 47. 

• Organization for Economic Co-operation 
and Development, Report on the Meeting of 
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employment patterns and wage struc
ture, all present a fascinating compari
son between the two continents. For 
example, Europe may be developing 
dual labor market problems while 
the U. S. firms are exporting their 
secondary labor market needs. 

Professor Sooklal raises the ques
tion of impact on less developed coun
tries. As Harry Johnson states with 
withering finality-the MNC increases 
the world's total flow of privately 
consumable goods and services5-and 
they are therefore good. But the dis
ruptive effects of any n·ew institution 
(Marx on Capitalism) can be projected 
to disaster, and it can be judged just 
as completely as bad. Such judgments 
are at best sterile. 

Again, I see all-inclusive paradigms. 
Rather, I would see this hypothesis 
tested with data. It might be confirmed 
and lead then to specific policy action. 
It might, like the discrimination hypoth
esis tested by Dr. Lyle, prove to be false. 

Too Many Symposia, 
Not Enough Research 

Discussion of the labor-management 
relations of the MNC presents a se
rious problem of too many symposia 
and conferences on the topic and not 
enough real research. Messrs. Copp and 
Sharman are both especially qualified 
to state their respective positions since 
they come from an industry with one 
of the most highly developed stages 
of multinational firms and unions. But 
these positions have been stated be
fore, and at length, in the Organiza
tion for Economic Cooperation and 
Development (OECD),6 the Interna-

Trade Union Experts on Multinational Co•m
ranics. Paris, MAS (69) 23, 23 July 1970. 

Labour Problems in Multinational Finns: 
Report on a Meeting of Management Experts, 
Paris, Manpower and Social Affairs Direc
torate, 9 October 1972. 
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tional Labour Organization (IL0),7 

and the International Institute for 
Labour Studies (IILS) 8-and they 
will be stated again. 

International Colledive Bargaining 

The central issue is international 
collective bargaining. There is, by this 
time, even an unacknowledged con
sensus of sorts : 1) The employers have 
problems of contradictory demands and 
use this fact as an opportunity to de
lay international or coordinated col
lective bargaining. They remain pes
simistic. 2) The unions have their 
own problems of coordination, but are 
digging in for the long pull and ex
pect to coordinate international bar
gaining. They are demanding and 
expectant. 3) The problem is a part 
of and confused with the integration 
process in Europe. And 4) Interna
tional collective bargaining, despite the 
clash of ideologies and cultures, facts 
and fancies, is probably inevitable. So, 
also, is some code of behavior for the 
unions and firms. 

If you acknowledge this consensus, 
the two questions are: First, what 
form will such relations take and how 
will they ·be related to or influenced 
by other of the integrative process·es 
of the MNC in regard to sovereignty, 
monetary affairs, trade, etc.? And Sec
ond, how are former and future strate
gies likely to influence the developing 
relationship? A research association 
should provide statistics, case studies, 
and other data to assist the partisans 
to an amicable approach to these prob
lems. Symposia do little to accomp
lish this without solid work ahead 
of time. 

The only data I see are in the parti
san publications by th·e International 

7 International Labour Organization, The 
Relationship Between Multinational Corpora
tions and Social Policy, Geneva 1972, forth
coming. This is a working paper prepared 
for a meeting of experts. 
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Chemicalworkers Federation (ICF), 
the International Metalworkers' Fed
eration (IMF), or the International 
Chamber of Commerce (ICC). Good 
case studies are rare. The book edited 
by Hans Giinter reports a fascinating 
study of the interaction between the 
Jamaican labor movement and the 
aluminum companies. 

But I have not seen anything for 
the record on either the Saint Gobain 
case or Dunlop-Pirelli case. There 
is no available record of what has 
been occurring and what it might all 
portend. 

The ILO produced a working paper 
that was a very good survey of the 
literature, the available data, and the 
research problem. It is due to be pub
lished.9 This is the only attempt I 
know of to pull the labor problems 
together. The ILO has also begun an 
in-house study that might turn out 
some us·eful work. 

What I am really saying, I guess, 
is that the multinational corporation 
is being studied and pawed over by 
half the international organizations of 
the world. But it is a tiring rehash 
of expectations, complaints and prob
lems. No one is really getting down 
to dig at the facts. Perhaps a group 
or institute could commission a series 
of related projects. Then when they 
have something concrete to present, 
bring it out. Let us hope that the 
Conference of the International Indus
trial Relations Association in London in 
September will provide such a forum. 

Unfortunately, most of the mountain 
of paper that we have presents opinions, 
anecdotes, and problems as partisans en
counter them. [The End] 

• Hans Giinter, ed., Transnational Industrial 
Relations (London: Macmillan), 1972. 

8 ILO, loc. cit. 
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Industrial Relations 

and the European Economic Community 

By B. C. ROBERTS 

london ·School of Economics 
and Political Science 

M y MAIN CONCERN in this pa
per is first to examine the impact 

so far of the European Economic 
Community on the patterns of indus.:. 
trial relations in the member countries ; 
then to look at the transnational factors 
likely to influence industrial relations 
systems within the E. E. C. ; and finally 
to suggest possible ways in which the 
British system of industrial relations 
may change. 

I would like to begin by making 
some general statements about the re
lationship of industrial relations' sys
tems to nation states. The boundaries 
of a recognisable distinct industrial 
relations system are generally conter
minous with the boundaries of the nation 
state. The basic character of a system 
of industrial relations is primarily de
termined by the prevailing political 
ideology of the State within which it 
exists. However, in a federal State 
based on a pluralist political ideology 
there may be significant differences in 
the laws, custom and practice of the 
States making up the Federation. As 
there is, for example, in Canada-es
pecially between Quebec and the other 
provinces. But the general trend is 
towards conformity to a common frame
work of law, common institutions and 
common patterns of behaviour, as we 
see in Australia, Canada and the 
u.s. A. 
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The trend towards a common pat
tern of industrial relations in Federal 
States is a reflection of economic, politi
cal and social factors which have led 
to the increasing centralisation of gov
ernment and the creation of nation-side 
capital, labour and product markets. 
Although there may be deeply en
trenched differences in the culture, 
language and history of differe~t ~e
gions, once these have become tndts
solubly bound together within the unify
ing structure and ideology of a sov
ereign state, cultural differences ~in 
to have a diminishing influence on tn
dustrial relations systems. This is true 
even when the cultural inheritance is 
allied to deep economic and social dis
contents, in particular regions as in 
Canada, Northern Ireland and Belgium. 

Since the European Economic Com
munity is not yet a Federal United 
States of Europe, although it may well 
be a halfway house to that end, it is per
haps not surprising that its influence 
on the industrial relations systems of 
its member states has been smaU-in 
fact, miniscule. Nonetheless, the Rome 
Treaty created something more than 
a mere customs union, though as we 
know from the German Zollverein this 
may be, if political factors are favour
able a most effective platform from 
whi~h to launch a policy of economic 
and political unification. The aim of 
the E. E. C. as expressed in the Rome 
Treaty is to establish not only a com
mon market for capital, labour and 
products, but to bring about social 
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harmonisation by promoting cooper
ation between the States on matters 
of social policy. Although the powers 
of the European Commission to take 
direct action are hedged with restric
tions, in the social field there is abun
dant room for initiative. 

Ea·rly Years of E. E. C. 
The great achievements of the E. E.C. 

during its first 15 years were undoubt
edly the development of a common agri
cultural policy and the establishment 
of the virtually free movement of 
capital, labour and products. Impor
tant steps were taken to create instru
ments for the achievement of social 
harmonisation with the establishment 
of the European Social Fund, the 
Regional Development Fund, the so
cial security of migrant workers and 
the promotion of studies and discus
sion on issues of social concern through 
the tripartite committee on social and 
economic affairs. 

These developments have so far 
produced no dramatic change except 
in a few specific instances. The systems 
of industrial relations in each country 
still remain rooted in the history of 
the six, now nine, sovereign states which 
make up the Community. Neverthe
less, there are significant signs of change 
which will, I think, be greatly rein
forced during the next few years by 
adoption of a much more positive and 
vigorously pursued policy of social 
harmonisation. 

The concept of social harmonisation 
may be defined as moving towards a 
situation in which levels of pay, con
ditions of employment, patterns of 
social security, education and training 
and the opportunity to make economic 
progress will be broadly similar every
where in the Community. This levelling 
process is the inevitable corollary of 
the establishment of Community-wide 
capital and labour markets. The ob-
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ject of the Commission is to ensure 
that the economic process is allowed 
to work smoothly by the elimination 
of institutional and legal obstacles. 
Although the Rome Treaty was based 
primarily on the simple notion that a 
larger market would be in itself highly 
beneficial, there was implied a far more 
fundamental political and social philos
ophy based on a belief in the values of 
a specifically European style of life. 
This concept is now beginning to take 
shape most clearly in the area of in
dustrial relations. 

European Concept 
of Industrial Relations 

The European concept of industrial 
relations is based upon the ideal of a 
social partnership, rather than the 
Anglo-Saxon-now North American
notion of inevitable and desirable conflict 
between unions and employers. The aim, 
at the Community level, is to bring 
the social partners, the nomenclature 
is significant, the employers and the 
unions, into the process of policy formu
lation through the Social and Econom
ic Committee. The influence of the 
social partners is fostered through 
permanent delegations of trade unions 
and employers which are in continuous 
contact with officers of the Commission 
in Brussels. 

Thus, social harmonisation carries 
within it the notion of social harmony 
achieved through the active partici
pation of employers and unions in 
the making of the rules which will 
regulate their behaviour within the 
Community. At this level the devel
opment of E. E. C. practice may not 
be very different from that of North 
America, but when the principle of 
participation is extended to every level 
of the enterprise there is a sharp 
divergence. 

The concept of social partnership is 
now being actively encouraged by the 
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Commission at the level of the enter
prise in a number of ways, in which 
two recent developments are most 
important. The first is through the 
harmonisation of domestic company 
law and the second is in the proposed 
European Company Statute, which 
would provide for the founding of a 
joint-stock company in the law of the 
Community instead of in the law of 
one of the countries. 

Since 1968 the Commission has pre
pared five directives which have to be 
translated into the law and practice 
of each country dealing with the har
monisation of company law-only one 
of which has been appointed by the 
Council of Ministers-the others are 
at different stages in the rather long 
and complicated process through which 
directives have to go before they be
come legally binding over the entire 
community. From the point of view 
of our concerns it is the fifth direc
tive, which has had a preliminary 
consideration before the European Par
liament, which, along with the Euro
pean Company Statute, indicates 
most clearly the objectives of the 
Commission. 

The "fifth directive" is designed to 
bring about a standard European type 
of corporate structure. It proposes 
that the company law, which at pres
ent exists in each country, should, in 
effect, be modelled on that which pre
vails in Germany and Holland. In 
France, Italy, Belgium, Luxembourg 
and in the three new countries there 
is a single tier board of directors, 
which includes both executive and 
non-executive directors. In Germany, 
since 1867, and in Holland from very 
recently, there must be an Aufsich
strat-aboard of supervision, and a 
Vorstand-a board of executive man
agers. More significantly, in Ger
many the employees are entitled to 
nominate as their representatives one
third of the supervisory board. In 
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Holland members of the Supervisory 
Board may be nominated by the share
holders, Works Council or the Board 
itself and are a,ppointed by the Board, 
but subject to the veto of either the 
works council or the shareholders. 
Either the Dutch or German method 
or some other variant, of appointing 
the Supervisory Board would satisfy 
the "fifth directive." 

In every country in the E. E. C. 
apart from the U. K. and Ireland the 
law requires provision to be made 
for the election of workers' repre
sentatives in any undertaking about 
a certain size. The powers of these 
representatives and constitutions of 
the Works Council to which they 
usually belong vary from country to 
country, but the general rule is that 
they have a legal independence of 
employers and unions. In many cases, 
however, their relation with the unions 
is close and they may be regarded as 
an extension of union organisation 
within the enterprise. 

The "fifth directive" does not spec
ify a particular form of worker par
ticipation at the shop-floor level, but 
the Commission is emphatic that in 
one form or another, according to 
domestic preference and practice, that 
is whether through works councils 
or trade unions, provision must be 
made for the participation of work
ers in management. 

The Works Council is, however, 
specifically incorporated in the draft 
statute for the European Company. 
Not only would there be a works 
council in each establishment of the 
company, but it is also proposed that 
there should be a European-wide works 
council elected by all of the plants 
together. The European Works Coun
cil would be entitled to receive the 
same information relating to the eco
nomic performance of the company 
as shareholders and advance notice 
of "every event of importance." 
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The European Works Council, fol
lowing the powers now given to the 
works councils in Germany and Hol
land, would have the right of veto, 
subject to arbitration, over the right 
of management to make unilateral 
decisions in the following fields : 

( 1) the rules relating to recruit
ment, promotion and dismissal of em
ployees 

(2) the method of determining the 
terms of remuneration 

(3) the introduction of regulations 
relating to industrial safety, health 
and hygiene 

( 4) the introduction and manage
ment of welfare and social facilities 

(5) the carrying out of vocational 
training 

(6) the time of beginning and end
ing work 

(7) the organising of holiday rotas 

On all these matters a manage
ment decision would be void if it 
was carried out without consultation 
and agreement. 

In the vital areas of closure or 
transfer of facilities, or curtailment 
or extension of activities, mergers or 
cooperation with other undertakings, 
and any other form of substantial or
ganisational change which may af
fect the interest of the employees, the 
management must consult the Euro
pean Works Council and it may not 
implement any proposed change until 
it has heard the opinion of the Council. 

I must emphasise that neither di
rective five nor the Company Statute 
are law. The employers in Europe 
generally believe they go too far; the 
unions do not think they go far enough. 
The aim of the unions is to achieve 
what is likely to be soon secured in 
Germany, parity of representation on 
the supervisory boards, but this would 
be ardently opposed by the employ-
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ers in every country. Nevertheless, 
the European Company Statute will, 
perhaps next year, be approved by 
the Council of Ministers and its struc
ture will not be very different from 
the draft now proposed by the Com
mission. 

How, then, is all this being received 
in Britain where the pattern of in
dustrial relations has been based, as 
in North America, on the concept of 
independent union bargaining power 
exercised at national and plant levels? 

As you are probably aware the 
British trade unions were strongly 
against entry into the European Eco
nomic Community and they were able 
to compel the Labour Party and its 
leader Harold Wilson to reverse the 
policy of seeking membership which 
they had pursued when in office. How
ever, on failing to prevent the Con
servative Government from negotiat
ing entry, the T. U. C. decided to boy
cott the E. E. C. in every respect
although the General Secretary and 
a goodly number of the General Council 
were in support of membership. 

Boycotting the E. E. C. 

The policy of boycotting the E. E. C. 
was one element in an attempt by the 
dominant left-wing leadership of the 
T. U. C. to bring the Government 
down by a series of total boycotts 
against the Industrial Relations Act 
and the Government's Counter Infla
tion Policy. All of these policies of 
outright noncooperation which cul
minated on May 1st with a bedrag
gled attempt to stage a one-day gen
eral strike have failed, and are now 
on the point of collapse. 

Afraid that they would be left with
out any influence in the E. E. C. the 
General Council decided they would 
accept the decision of the European 
unions to create a new Euro-T. U. C. 
on the entry of Britain, Denmark 
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and Ireland. At first the T. U. C. 
tried to insist that the new centre 
should include all Europe. including 
the Communist countries, as well as 
the Communist and Christian unions 
in the E. E. C. This policy was aban
doned in face of the opposition of 
the European I. C. F. T. U. affiliates, 
especially the D. G. B. The Com
munist-controlled C. G. T. and the 
G. I. L. are not members of the Euro~
T. U. C. and they have opened their 
own bureau in Brussels. It is ex
pected that close working relations 
will soon be established between the 
Euro-T. U. C. and World Christian 
Federation of Labour. As a gesture 
of solidarity and as a means of shack
ling the British T. U. C., the Euro 
unions decided to elect its General 
Secretary, Victor Feather, President 
of the new organisation. 

The T. U. C. is now in a great dif
ficulty -since it is bound by the boy
cott resolution which means that the 
British union delegates are not tak
ing their seats on the social and eco
nomic committee. Even more im
portantly, there is to be a major con
ference of the social partners in June, 
which will determine the course of 
social policy over the next five years 
at which Mr. Feather is expected to 
lead the trade union side. It is now 
clear that both the unions and the 
Labour Party have recognised they 
have no choice, but to come to terms 
with reality. Left-wing union lead
ers, including the intransigent Hugh 
Scanlon, President of the Amalgamated 
Union of Engineering Workers, have 
recently indicated the T. U. C. will 
shortly seek to rescind its present 
boycott in favour of cooperation with 
the unions of the other E. E. C. 
countries. 

However sceptical British unions 
might have been about joining the 
E. E. C. they are bound to look with 
favour on the social programme the 
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Commission is seeking to obtain sup
port for at the Social and Economic 
Affairs Conference in June. Thi-s pro
gramme states unequivocally that the 
principal aim of the nine member 
states must be to maintain full em
ployment and the continuous improve
ment of living and working standards. 
To this end the Commission urges 
that increased social and regional funds 
should be made available to bring 
about the creation of new jobs in 
underdeveloped and declining areas 
within the Community; the establish
ment of a European centre for voca
tional training by mid-1974; measures 
to ensure migrant workers and their 
families receive full social security 
protection, education and housing fa
cilities. The Commission proposes the 
establishment of a permanent com
mittee to investigate the employment 
problems for women-the Rome Treaty 
endorses the principle of equal pay. 
The Committee would report by mid-
1974 on propo-sals to improve em
ployment opportunities, training, paid 
maternity leave, child care facilities 
and flexible working hours. 

Community Funds Available 
Community funds are to be made 

available to give further training to 
school leavers unable to find jobs, 
grants to enable young workers to 
move to other parts of the Commu
nity, and guarantees to elderly work
ers against losses of income from in
flation due to early retirement. 

To achieve a fair distribution of in
come and wealth within the Commu
nity the Commission calls for an early 
examination of minimum wage and 
other provisions guaranteeing secu
rity of income in operation in the 
Community. One of the most inter
esting suggestions in the Commis
sion's working paper is that assembly 
line operations should be abolished 
throughout the Community because 
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of damage to the psychology of workers 
and industrial relations. 

It is, I think, of great significanc·e 
that the T. U. C. has also recently 
come out strongly in support of the 
European Company Statute. Like the 
German unions it would go further 
than the Commission's proposals and 
has called for parity in the number· 
of worker directors on the supervi
sory boards, to be nominated by the 
unions-not by the workers. It was 
more sceptical of the works council 
idea on the German model and it 
called for a strengthening of union 
representation at the shop-floor levels. 

The change in policy of the T. U. C. 
over the last few years has been 
quite dramatic. At the company level 
it now urges a massive development 
of participation and joint regulation, 
adopting virtually the same position 
as the majority of Continental unions. 

The influences from Europe are 
soon likely to be felt at the political 
level in the reform of company law, 
which the present Government will 
shortly begin to undertake. In the 
near future there will be a white 
paper on the Government's interim 
company law proposals. This will 
probably not include such a major 
change as the introduction of super
visory boards, worker directors and 
statutory works councils, but it may 
introduce the halfway house of a 
compulsory proportion of non-execu
tive directors among whom would 
be one or more drawn from the ranks 
of the workers or at least endorsed 
by them. In the programmes of both 
parties for the next election which 
must be held by mid-1975, there may 
well be proposals that will bring us 
in line with the policies adopted by 
the E. E. C. on worker participation. 

All this means, I think, that we are 
moving rapidly towards the Euro
pean concept of social partnership and 
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away from the classic collective bar
gaining position. Both Conservative 
and Labour Parties are in favour of a 
national Social Contract in which there 
will be a tripartite responsibility ac
cepted by employers and unions as 
well as the government for the man
agement of the Economy. 

It does not follow, however, that 
collective ·bargaining will disappear, 
but it will be modified. The exertion 
of pressure will remain a vital func
tion of the unions, but they will not 
be able to use this pressure without 
paying much more regard to the so
cial consequences than has been the 
case over the last twenty-five years. 
In this respect the adoption of a EurOt
pean currency union and coordinated 
prices and incomes policy is within 
the next five years an inevitable step. 

In the meantime there is going to 
be a direct influence from the E. E. C. 
on the bargaining process in the U. K. 
Joining Europe has brought to the 
attention of British trade unionists 
and employers the fact that in many 
respects employment standards are 
superior in Europe. 

Starting at the most obvious point, 
most European countries have more 
public holidays and long annual vaca
tions than in Britain. What was a 
Continental curiosity has now be
come a coercive comparison and it 
will not be long before British em
ployees enjoy the same amount of 
time off. 

We will also adopt the Continen
tal pattern of paying for a thirteenth 
month so that at holiday periods when 
more money is required there will be 
a double pay packet. Although we 
start later in the day and have a 
shorter basic week than most Con
tinental countries, we work, if any
thing, longer hours. There will not 
be much change here. But there will 
be change in the pattern of hours as 
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we follow the Continental lead and 
increasingly cut out overtime and adopt 
the idea of flexible hours. 

There will, I think, be a gradual 
shift towards the leveling of pay and 
conditions of work up through col
lective agreements, but major changes 
may depend upon the harmonising of 
public finance which is a good way 
off. 

In conclusion, I would like to say a 
word about the possible development of 
an element of cross-national bargain
ing within the E. E. C. and the nego
tiation of European-wide agreements. 
I regard this as virtually inevitable
it is simply a matter of time. The 
preliminaries to this extension of the 
bargaining process have already be
gun. The development of multina
tional corporations, the Euro-Com
pany and Euro-employers' associations 
are being matched by the qevelop
ment of Euro-unions and International 
Union Councils seeking negotiating 
rights with the multinationals within 
Europe. 

Difficulties to Overcome 
There are immense difficulties to 

overcome on the union side, but we 
are now in the midst of an institu
tional development stage which will 
lead to multinational negotiations 
and Euro-agreements on certain mat
ter that might not advantage if both 
sides are settled at that level. Al
though parity of pay and standards 
of employment are still a long way 
off within the E. E. C. they are in 
sight and this will be a powerful in
ducement to unions seeking the im
provement of their members' remu
neration and conditions of employment 
to coordinate bargaining at the Euro
pean level. 

In spite of the fact that the man
agement of most multinational cor-
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porations is at the present time against 
the development of cross-national 
agreements, many employers may 
think and say privately that within 
Europe they are inevitable. It would, 
in fact, be hard to argue otherwise 
when multinational companies are 
busily creating Euro.pean regional or
ganisations. Increasingly, these com
panies expect key managerial per
sonnel to be prepared to accept transfer 
of employment anywhere within the 
Community and, indeed, on a world
wide scale. Although many companies 
try to follow a policy of not allowing 
a transferred manager to make finan
cial gains from the fortuitous differ
ences in living costs between coun
tries, they do also try to ensure that 
no losses will be incurred. In short, 
they try to develop a European or 
even worldwide standard pattern of 
remuneration and terms of employ
ment. If this is right for manage
ment in the eyes of the unions it must 
also be right for the employees whose 
interests they look after. 

It is my thesis that we shall see 
gradually develop a European pat
tern of industrial relations. There 
will, of course, remain a considerable 
element of national difference. This 
means that we are moving into a two
tier system of industrial relations which 
will create difficulties of the type 
familiar to Federal States. There will 
be conflict between national laws un
til these are completely harmonised 
and conflicts which will arise from 
differences in the custom and prac
tice traditional to each country. But 
gradually over time, if the E. E. C. 
is a political success, a European sys
tem will merge which will integrate 
in important respects the different 
systems which exist today and will 
continue to exist in the countries in
volved. [The End] 
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SESSION II 

Labour Relations in the Public Sector 

Arbitration of Wage Disputes 

in the British Non-Industrial Civil Service 

By JAMES L. STERN 
The University of Wisconsin 

THE ADOPTION OF ARBITRATION PROCEDURES for the 
resolution of wage disputes of United States postal employees and 

firemen and policemen in several states has directed attention to this 
technique. Experience with it is relatively limited and evaluations of 
its impact on the bargaining process and the outcome of bargaining 
are even more scanty. 

In Great Britain, however, government and unions representing 
almost a half-million non-industrial civil servants have had extensive 
experience with a procedure under which either side may unilaterally 
invoke arbitration to resolve impasses, including those about the 
terms of a new agreement.1 During the past ten years that the present 
wage system has been in effect, disruptive ·employee action and exces
sive use of arbitration have been avoided. 

It is particularly worth noting that, insofar as the alleged de
bilitating influence of arbitration on collective bargaining is concerned, 
this British experience runs contrary to the conventional wisdom. 
Therefore, policy makers and scholars in the United States might 
benefit from a study of this system even though differences in the 
two cultures may make some of its aspects non-transferable. 

In this article, portions of the British experience and their rela
tionship to possible use in the United States are covered. First, 
there is an examination of the twofold bargaining structure, the 
agreed-upon principles for pay determination and the netural jointly-

1 An analysis of the arbitration cases· that occurred between 1925 and 1959 
can be found in: S. J. Frankel, "Arbitration in the British Civil Service", 
Public Adminf.stration (1960), Vol. 38, starting p. 197. 
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controlled wage research agency. Then, 
the procedures for determining inter
im and inequity increases are sum
marized. Finally, the arbitration of 
various types of wage claims is ana
lyzed and concluding observations are 
made about the manner in which the 
wage determination system is work
tng. 

Bargaining Structure 
The bargaining structure is twofold 

in nature with matters of concern to 
all of the non-industrial Civil Service 
staff decided upon within one frame
work, and negotiations affecting the 
wages of different occupational groups 
resolved separately by representatives 
of each group. The first structure is 
analogous to union council-type bar
gaining or coalition bargaining in the 
United States with the second cor
responding to corporation-wide bar
gaining with broad occupational groups 
such as clerical employe·es, or profes
sional and technical employees, or ad
ministrative staff, and even, in some 
instances, multi-occupational groups 
within a large government department 
such as the Internal Revenue Depart
ment. 

Committees of the National Whit
ley Council for the non-industrial Civil 
Service, the national body of repre
sentatives of the major non-industrial 
Civil Service staff unions and represen
tatives of major government depart
ments, handle questions that affect the 
entire service.2 They discuss such 
matters as the future structure and 
goals of the Civil Service, the formu
lation of guides for Civil Service pen
sion legislation, the maintenance of 
arbitration machinery for the resolu
tion of wage disputes and other mat-

• The term Whitley Council is used syn
onomously in Great Britain with Joint or 
National Industrial Councils. In 1917, a 
government committee, Chaired by the 
Speaker of the House of Commons, the Rt. 
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ters in which there is a less adversary 
situation than there is in the actual 
wage bargaining. 

The three important wage matters 
under the jurisdiction of Whitley 
Council Committees are (1) the nego
tiation of agreed-upon principles of 
pay determination, (2) the providing 
of policy direction and guidelines for 
an independent wage research agency, 
and (3) the negotiation of a general 
wage increase for groups not covered 
in a given year by an alternative pro
cedure. The unions have created the 
National Whitley Council Staff Side 
Office with a Secretary General and 
small staff to carry out these respon
sibilities. A section of the Civil Ser
vice Department carries out the man
agement negotiating function on be
half of the Government. 

Coordination between the two struc
tures poses no problems for either the 
management or union side. The lead
ing full-time union officials who serve 
on the committees dealing with the 
three overall policy-related wage ques
tions also serve as the chief negotiators 
of their individual unions in the negotia
tions of wages and other matters that 
affect their respective constituencies. 
Staff members of the Civil Service 
Department ( CSD) represent the gov
ernment in both the negotiations with 
individual unions and with the com
mittees of the staff side of the National 
Whitley Council. From the point of 
view of the unions, this arrangement 
gives them the degree of autonomy 
that they desire in settling their own 
problems but also gives them the ad
ministrative arrangements that they 
need to settle the broader problems 
of concern to all non-industrial Civil 
Service staff. 

Hon. ]. H. Whitley, M. P., recommended 
the establ~hment of such councils as a means 
of improving labor-management relations, 
and thus the use of his name in the title of 

some councils. 
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Pay Principles 
The 21 pay principles that serve as 

the basis for the establishment of sal
aries for non-industrial civil servants 
were developed by the Priestley Com
mission, a royal commission that held 
hearings from 1953-1955 and issued 
its report in 1956.3 These principles 
were formally agreed upon in the Na
tional Whitley Council Civil Service 
Pay Agreement of June, 1956, and 
with amendments negotiated in 1960, 
1964 and 1967, provide the present 
basis for pay determination. 

"Fair comparison with the current 
remuneration of outside staffs em
ployed on broadly comparable work, 
taking account of differences in other 
conditions of service" is the primary 
principle of determining pay.4 In
ternal relativities are to "be used as 
a supplement to the principle of fair 
comparison ... and may have to be 
the first consideration when outside 
comparisons cannot be made, but they 
should never be allowed to override 
the primary principle or to hecome 
rigid."" 

Comparison with trends in outside 
remuneration should be subordinated 
to comparison with current rates ex
cept that "In times of unusually marked 
and rapid movements in outside rates, 
the pay of the lower and middle ranks 
of the Service should be adjusted by 
means of a central settlement based 
on a single formula .... "6 Compari
sons should be made with "good em
ployers" and Civil Service rates "should 
lie near the median of the range of 
outside 'true money rates.' "7 The term 
"true money rate" is used in Priestley 
and in Civil Service pay discussions 

• Royal Commission on the Civil Service, 
1953-1955, Report (HMSO: London, 1956) 
Cmd. 9613, chaired by R. B. Priestley and 
commonly and hereinafter identified as the 
report of the Priestley Commission. See 
pp. 194-195. 
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to refer to outside wage rates adjusted 
to include. the value of quantifiable 
fringes and the effect of wage struc
tures that differ from the Civil Ser
vice pay structure because of the use 
of personal rates, flat rates, multiple 
r~nges for one Civil Service range or 
vtce versa. 

The British pay principles do not 
differ substantially from many of those 
cited in state statutes in the United 
States which provide for the arbitra
tion of wages and municipal employees. s 
They do, however, provide for the 
prima~y. of "fair comparison" except 
10 a hmtted number of situations in 
which the parties have agreed to rely 
mstead upon internal relativities or 
o~her factors. In addition, these prin
ctples may have greater influence in 
the British context because the parties 
have also agreed upon detailed ma
chinery for the gathering of compar
able wage data by a neutral agency. 

The Independent Pay 
Research Unit 

The establishment of a neutral fact
finding wage agency was an impor
tant recommendation of the Priestley 
Commission. The parties agreed to 
its establishment in their 1956 Pay 
Agreement and named it. the Civil 
Service Pay Rese·arch Unit (PRU). 
The PRU was giveri functions which 
it has carried out with some modifi
cations from 1957 to the present. It 
surveys Civil Service jobs, finds func
tionally comparable jobs outside of 
the Civil Service and ascertains the 
pay and conditions of the outside jobs. 

General control and policy direction 
of the PRU is vested in a committee 

4 Priestley Commission Report, Para. 769, 
p. 194. 

" Cited footnote 4. 
• Cited footnote 4. 
7 Cited footnote 4. 
• See for example Sec. 111.77(6) (a) 

through (h) of the Wisconsin Statutes. 

493 



of the National Whitley Council, known 
as the Steering Committee, with equal 
numbers from the Staff and Official 
Sides. Day-to-day activities of the PRU 
are supervised by a Director, nominated 
by both sides and appointed by the 
Prime Minister. He is assisted by a 
staff that is composed of civil ser
vants, seconded to the PRU for three 
years or longer, and selected by him 
and a Staff Side and Official Side rep
resentative of the Steering Committee. 
Staff Side and Official Side members of 
the PRU Steering Committee nego
tiate which Civil Service classes will 
be examined in a given year. Presently, 
the PRU operates on a two-year cycle 
and conducts surveys that directly 
cover 70 per cent of the non-industrial 
Civil Service Staff. 

When a particular occupational group
ing is to be surveyed, the union or 
unions concerned and the CSD rep
resentatives meet with PRU representa
tives to agree upon the ground rules. 
They will define the internal sample 
of work which is agreed to be repre
sentative of the occupations in ques
tion and will set out the scope of the 
external survey. Comparisons are made 
with work performed at an agreed 
upon list of major firms, selected fro~ 
the 1400 firms visited by PRU repre
sentatives over the past 15 years. It 
is noteworthy that along with the tradi
tional interchange of personnel infor
mation, the internal and external surveys 
involve comprehensive on-site inspection 
of the work and interviews with individ
uals performing these functions. The 
end result of the time-consuming de
tailed PRU surveys are encyclopedic 
volumes of comparative wage and 
fringe data which, with the names of 
the firms removed, are transmitted to 
Working Parties of the union and the 

• The text of the 1964 Pay Agreement 
was published in the Whitley Bulletin, March 
1964. (Published by the Civil Service Na-
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CSD officials who will process the 
raw data. 

The jointly processed data are then 
referred to senior CSD officials _and 
leading union officials who attempt to 
reach agreement on median rates for 
key jobs. These are confidential nego
-tiations-much like those which take 
place in the United States between 
chief bargainers when negotiations 
reach a crisis. If agreement is reached, 
it is reported by the union leaders to 
their Executive Council for formal 
approval. If the negotiators fail to 
agree, the matter is reported to the 
Executive Council and then referred 
to arbitration for resolution. These 
PRU surveys and subsequent nego
tiations are the basic pay procedures 
but, as mentioned previously, they 
are not all-inclusive and are supple
mented by other procedures which 
need to be explained also before turn
ing to the question of arbitration. 

Inequity and Interim Wage 
Increases 

In addition to the 70 per cent of the 
staff covered directly by PRU sur
veys, 20% of the staff are in classifi
cations "linked" for pay purposes with 
those directly covered. The pay in
creases granted to linked jobs are 
known as "consequentials" - that is, 
they are the consequence of wage 
changes determined by PRU type 
wage negotiations covering the parent 
occupational groups with which these 
other jobs are linked. If the unions 
(or the CSD) representing workers 
in a linked group believe that the job 
duties of the linked jobs have changed, 
they may file a claim for a further 
wage increase under Paragraph 6 of 
the 1964 Pay Agreement.9 

tiona! Whitley Council-Staff Side: London, 
England.) 
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These Paragraph 6 claims and 
negotiations involving their resolu
tion are similar to wage inequity 
negotiations in the United States. 
Since no PRU survey has been made, 
each side gathers its own data and 
argues that on the basis of internal 
job relationships, the linkage should 
be adjusted as it suggests. 

The remaining 10 per cent of the 
non-industrial Civil Service staff are 
either "linkless", that is they are in 
an occupation such as prison guard 
for which no private sector analogue 
exists, and for which an appropriate 
internal linkage with a group directly 
covered by fair comparison has not 
been agreed upon, or their wage is 
set by reference to a single-direct 
outside analogue, rather than on the 
basis of a survey of a broad range of 
comparable private sector work. An 
example of this latter category would 
be teachers, or firemen, or policemen 
-well-defined occupations for which 
there is an agreed-upon national wage 
scale set outside of the non-industrial 
Civil Service and covering most in
dividuals in these occupations. 

Negotiations covering the linkless 
groups and the relationship of civil 
service work to single direct outside 
analogues also are conducted on an 
ad hoc basis without the aid of PRU 
surveys, in a fashion similar to those 
followed in Paragraph 6 wage nego
tiations. For the purpose of timing 
only, these negotiations are assigned 
to a particular year of the PRU cycle. 
The PRU, Paragraph 6 and other 
wage negotiations covering specific 
occupational groups are conducted by 
leaders of the individual unions whose 
members are affected by the negotia
tions. In addition, however, there are 
the negotiations covering these same 
groups collectively in the year of the 

10 Leslie Williams, the Secretary General, 
Staff Side, of the National Whitley Council 
was most helpful in explaining the bargain-
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PRU cycle when their own negotia
tions are not scheduled. 

During the off year, between PRU 
surveys, groups are eligible for a "Cen
tral Pay Increase" (CPI) which theo
retically reflects the movement of prices 
and of private sector wages that take 
place between surveys. The PRU does 
not supply data for this wage-setting 
exercise and there are no specifically 
agreed-upon pay principles to guide the 
parties in these negotiations. Since 
this is an interim procedure to keep 
groups from falling too far behind be
tween PRU surveys, however, failure 
to keep completely abreast of changes 
is theoretically compensated for, in 
a delayed fashion at least, by receipt 
of a larger increase at the time of the 
next PRU survey. 

The bargaining structure used in 
CPI negotiations differs from that 
used in the other negotiations pre
viously described because CPI nego
tiations affect many different groups 
represented by approximately a dozen 
unions. Therefore these negotiations 
fall under the jurisdiction of the Staff 
Side Office of the National Whitley 
Council led by the Secretary General 
and a committee of the Council con
sisting of the leaders of the major 
unions. Recommendations of this com
mittee are referred to the Staff Side 
of the Whitley Council and require 
a two-thirds vote for acceptance. If 
the Council does not accept the CSD 
offer, the matter may then be arbi
trated. Arbitration of CPis are handled 
by the Secretary General of the Staff 
Side of the Whitley Council while the 
arbitration of other types of wage 
claims are handled by the union leaders 
of the individual unions concerned.10 

ing structure and all other aspects of the 
wage negotiations. He and his union col
leagues gave generously of their time. 
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Arbitration 
Arbitration dates back to 1916 when 

it was used to settle disputes arising 
during the wartime emergency. Al
though it was suspended after the 
war, it was reintroduced and made 
permanent under the National Whit
ley Council Arbitration Agreement in 
1925. Until 1937, disputes were arbi
trated by the Industrial Court (re
named the Industrial Arbitration Board 
by the Industrial Relations Act of 
1971), the agency to which unions 
and management in the private sector 
and other portions of the public sec
tor may refer disputes under their 
own voluntary arbitration arrange
ments. At that time the parties es
tablished the Civil Service Arbitra
tion Tribunal (CSAT) and the pro
cedure which, with slight changes, 
has continued in use to the present. 

The chairman of the CSAT is ap
pointed by the Secretary of State for 
Employment upon the recommenda
tion of the Official and Staff Sides of 
the National Whitley Council.11 His 
term is for two years and, according 
to British tradition, he can expect to 
be reappointed except under unusual 
circumstances.12 In addition to the 
chairman, each side nominates indi
viduals for two year appointments by 
the Secretary of State for Employ-

11 Technically, after consultation with the 
parties, the Secretary of State for Employ
ment can appoint whomever he wishes, but 
in practice the parties make a joint recom
mendation which he accepts. 

12 Professor Hugh Clegg was not reap
pointed following his acceptance, during his 
'CSAT chairmanship, of an appointment as 
a Staff Side nominee to an independent 
committee of inquiry set up by the Local 
Government Authorities (LGA's) and sev
eral unions to resolve the 1970 strike of 
Local Government Authority manual em
ployees. In this instance the Government 
had urged the LGA's not to make further 
wage concessions, had declined to estab
lish a Commission of Inquiry which might 
so recommend, and expressed displeasure 
with the award of the independent inquiry. 
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ment to membership on the Staff Side 
and Official Side panels. Staff Side 
nominees are usually academics whose 
speciality is industrial relations and 
Official Side nominees are usually 
private sector managers with indus
trial relations experience. 

Under the CSAT procedure, the 
request for arbitration may be sub
mitted to the Minister of Labor by 
either party, although it is usually 
a joint submission with an agreed
upon term of reference. The request 
for arbitration is forwarded by the 
Minister to the Chairman of the CSAT 
who, in turn, selects a member from 
each side's panel to hear the case 
with him.13 Hearings are informal 
and formal rules of evidence are not 
followed. Written statements are sub
mitted and each side is given the 
opportunity to comment upon the 
other side's statement and to call wit
nesses, who may be questioned by 
the CSA T or the other side. Cases 
are usually heard in one day and 
CSA T awards are made known to 
the parties shortly thereafter. Arbi
tration awards are usually unanimous, 
based on consensus, and are signed 
by the three men hearing the case. 
Technically, the Chairman's decision 
prevails when there is disagreement, 
and, on rare occasions, it has been 

The Government refusal to reappoint Pro
fessor Clegg was roundly condemned by 
the major Civil Service Staff Associations. 

18 Although the Civil Service Arbitration 
Agreement provides that the Chairman will 
select the panel members who will serve 
with him on a case, he usually permits the 
Secretary to do this with members being 
called in rotation, subject only to availabil
ity. If the Chairman regards a case as a 
particularly important one, he may sug
gest that the Secretary assign the most ex
p·erienced panel members to it. 

The former and present chairman, Hugh 
Clegg and Richard Mustill, and senior panel 
members were kind enough to review cases 
in which they participated and to discuss 
the arbitration procedure at some length. 
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11ecessary for the Chairman to issue 
his own award. 

The infrequency with which the 
parties have turned to arbitration in 
recent years to resolve their wage 
disputes contradicts the idea, widely 
held in the United States, that its 
availability upon the request of either 
side will have a "narcotic effect"
that is, it will lead the bargainers to 
rely more and more heavily upon ar
bitration to resolve their problems 
instead of solving them directly by 
negotiations. Only one of the 14 Cen
tral Pay Increases negotiated between 
1957 and 1972 was determined by ar
bitration. This occurred in 1962 under 
special circumstances arising from the 
Government wage freeze and subse
quent incomes policy. 

Negotiations about 24 of the 102 
PRU surveys effective between 1957 
and 1972 were unsuccessful and led to 
arbitration. Most of these, including 
all but one of the cases involving a 
large number of people, occurred prior 
to 1962 during the first PRU cycle. 
Subsequent to the initial shakedown 
experience with the new wage sys
tem, the parties have been able for 
the most part to reach agreement in 
interpreting PRU surveys without 
the need to go to arbitration. On the 
average, about one small PRU survey 
per year has been arbitrated since 1962. 

Detailed records have not been kept 
about the number of Paragraph six 
claims filed annually since 1964 when 
it first became possible to file such 
claims. The record of the past five 
years shows, however, that only 12 
of the 227 Paragraph six claims filed 
went to arbitration. This record is 
probably indicative of the entire rec
ord as only 21 Paragraph six claims 
were arbitrated between 1965 and 1972. 

"The staff of the CSD under the direc
tion of Brian Pearce and Keith Lawrance 
performed the tedious task of compiling 
this data. The author wishes to thank them 

IRRA 1973 Spring Meeting 

These claims typically affect relatively 
small groups--only three of those 
that were arbitrated affected more 
than 1000 staff apiece and the median 
number affected was only slightly 
more than 100 people. A CPI claim 
might affect as many as 400,000 people 
and major PRU claims may directly 
affect half that number. 

If one restricts the analysis to the 
per cent of cases arbitrated, it obscures 
the fact that most of the arbitrations 
involve only a relatively small num
ber of people and are somewhat similar 
to internal wage inequity problems 
in the United States. Table 1 shows, 
for each of the three types of wage 
negotiations, both the number and 
proportion of staff and claims covered 
by arbitration in the five year period 
extending from 1968 through 1972.14 

In this time span, cases involving only 
1 per cent of the staff and 6 per cent of 
the claims were arbitrated. This rela
tively low proportion indicates that 
the "narcotic effect" is not present. Its 
absence is attributable primarily to 
the negotiating procedures of the par
ties, a procedure that would fit as well 
in the United States model as in 
Great Britain. 

Wage negotiations are conducted 
on a confidential without-prejudice 
basis that permits the CSD to make 
what are termed "closed offers." These 
closed offers exceed the 'open offer, 
that the CSD will defend if the unions 
reject the closed offer and proceed to 
arbitration. Closed offers bear the same 
relationship to open offers in the British 
system as the tentative exploratory off
the-record offers made in the United 
States private sector bargaining by the 
top management spokesman to the chief 
union negotiator. In the United States, 
however, in private sector bargaining, 

for this and all the other help that they so 
kindly gave in carrying out this research 
project. 
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TABLE 1 
Number and Proportion of Pay Claims Referred to Arbitration 

and Number and Proportion of Staff Covered 

1968-1972 

Year that Number & Percent Number & Percent 
Surveyor Number of Number of of Surveys or of Staff Directly 
Claim is Surveys or Staff Directly Claims Referred Covered by Arbitra-
Effective Claims Covered* to Arbitration tion Awards** 

-Pay Research Unit Claims-
1968 4 204,400 0 0% 0 ore 
1969 6 44,500 1 17% 2,200 5% 
1970 8 58,700 1 13o/o 2,100 4% 
1971 3 248,000 1 33o/c; 17,000 7% 
1972 3 47,800 0 0%, 0 0% 

'68-'72 24 603,400 3 13o/o 21.300 4% 

-Paragraph 6 Claims-

1968 67 32,300 6 9o/c 3,600 llo/c 
1969 34 7,200 2 6% 300 4% 
1970 22 6,800 0 0% 0 0% 
1971 83 44,000 + 5% 9,100 21% 
1972 21 2,200 0 0% 0 0% 

'68-'72 227 92,500 12 5% 13,000 14% 

-Central Pay Increases-

1968 1 129,000 0 0% 0 0% 
1969 1 370,000 0 0% 0 0% 
1970 1 400,000 0 0% 0 0% 
1971 1 140,000 0 0% 0 0% 
1972 1 400,000 0 oro 0 0% 

'68-'72 ;1 1,439,000 0 0% 0 0% 

-Total of the Three Types of Claims-

1968 72 365,700 6 8% 3,600 1% 
1969 41 421,700 3 7o/c 2,500 .6% 
1970 31 465,700 1 3o/c 2,100 .5% 
1971 87 432,000 5 6%: 26,100 6o/o 
1972 25 450,000 0 0% 0 0% 

'68-'72 256 2,134,900 15 6% 34,300 1% 

* Does not include the staff in linked grades covered indirectly by PRe exercise and 
not covered by Paragraph 6 claims. The pay of these group~ is adjusted in line with the 
outcome of the PRU review of the parent grade. 

** Does not include staff in linked grades as they are not included in the number eligible 
for PRV reviews. Since the parent classes of 1,200 linked staff were arbitrated in 1969 and 
those of 4,000 linked staff in 1971, these figures understate the impact of PRU arbitration 
claims by these amounts. Their inclusion would not change the overall totals. 
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the alternative to acceptance of an offer 
is a strike, and fear of a strike may 
cause the parties to find a compro
mise solution. In the British non
industrial Civil Service, where the 
alternative to agreement is arbitration, 
fear of an arbitration award that will 
be less favorable than the confidential 
without-prejudice offer serves as an 
alternative stimulus to settlement, 
albeit a less powerful one than the 
alternative of economic conflict.111 

Leaders of the Staff and Official 
Sides of the Whitley Council believe 
that the without-prejudice confidential 
system of negotiations tends to re
duce· the proportion of cases sent to 
arbitration, particularly insofar as 
PRU claims and CPis are concerned. 
When these claims are being nego
tiated, the risk factor is usually present 
as the question is not whether to im
prove an existing linkage, as is the 
case in Paragraph six claims, 16 but to 
determine how much of an increase a 
group should receive. In these situa
tions the without-prejudice offer can 
be used in a skillful fashion by ex
perienced bargainers to resolve dis
putes by negotiation in preference to 
arbitration. 

Other factors also tend to depress 
the proportion of cases referred to 
arbitration. Negotiators for both sides 
believe that the participants are able 
to fashion a better agreement than a 
third party. An outsider can not be 
completely familiar with the nuances 
and background of a dispute and may 

16 An analysis of the arbitration cases 
heard from 1968-1972 indicates that only a 
small proportion of the settlements prob
ably exceed the confidential dosed offers 
that were rejected. Also, some of those 
cases fall into the nothing-to-lose category 
described in footnote 18. 

18 If a Paragraph six claim has been com
pletely rejected by the CSD a "nothing-to
lose" situation is created and a CSAT award 
that also does not completely reject the 
claim gives the Staff Association more than 
it could have gained through negotiations. 
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make an award that creates an arbitral 
precedent which is detrimental to the 
long-run interests of the parties. 

Most of the negotiators also share 
the view that frequent referrals to 
arbitration reflect adversely upon their 
negotiating skill and do their best to 
avoid this solution. This may be easier 
for the CSD than for management 
bargainers in other industries because 
the economic restraints on the Gov
ernment's ability to pay may be less 
than those on private firms and local 
government, and because, on political 
grounds, the CSD must act as "en
lightened management". adopting pol
icies that seem fair both to its employees 
and to the public. 

The Staff Side may be deterred 
from arbitrating CPis or major PRU 
claims because of the possibility that 
the Government could influence the 
CSAT by reference to the national 
interest and need for wage restraint. 
Although the 1962 CSAT award in 
the dispute about the CPI and the 
subsequent conduct of CSA T chair
men suggest that there are not firm 
grounds for this fear, this factor is 
apparently taken into account by the 
Staff Side.17 

Conclusion 
The key question in public sector 

bargaining generally in developed 
western countries is whether im
passes will be resolved by industrial 
action or by alternative procedures, 
either voluntarily agreed upon by the 
parties or imposed upon them by 

This probably explains the higher propen
sity to arbitrate Paragraph six claims that 
was mentioned earlier. 

17 In 1962, the Government limited its 
CPI offer to two per cent because of its 
wage-restraint program and suggested to 
the CSA T that the public interest in re
straining inflation should override argu
ments based on the comparability pay prin
ciple. The CSAT, however, gave the staff 
a 4 per cent increase, an action which was 
thought by many observers to have hastened 
the demise of the wage-restraint program. 
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society through legislation or other 
means. The system used in the British 
non-industrial Civil Service since 1956 
to resolve wage disputes by negotia
tion and, if necessary, by arbitration 
on the motion of either party, is an 
outstanding example of a procedure 
that has worked well for some time 
under a variety of conditions. 

The agreed-upon pay principles and 
the jointly-controlled pay research unit 
provide a solid foundation for the 
system. The skillful use of the con
fidential without-prejudice offer makes 
it possible to lose by going to arbitra
tion and thereby avoids excessive use 
of that procedure. Also, the positive 
attitude of each side to the other im
proves their bargaining relationship. 

The Staff Side relies upon the CSD 
to be the voice within the Govern
ment that supports the Civil Service 
pay system and opposes poli<;:ies that 
weaken it. The CSD, in turn, main
tains a posture that strengthens the 
role of the Staff Side-Whitley Council 
committees and individual unions by 
favoring consultation with them on a 
wide variety of matters and by ac
cepting their full participation in dis-

cussions as equal partners, rather than 
attempting to limit consultation as 
much as possible. Both sides recog
nize the adversary nature of bargaining 
about wages but cushion it within the 
harmonious framework of the joint 
consultation procedure used to resolve 
other problems. 

Although this well-tested framework 
of rules facilitates the peaceful reso
lution of wage disputes, the present 
bargaining system would not work 
unless both parties believed that the 
other side wanted it to work. It is 
a consensual system which can be 
destroyed by either side, but this ap
pears unlikely because both sides be
lieve that its continuance is more 
favorable to their separate aims than 
its abandonment. They tend, there
fore, to emphasize the need for pro
cedural improvements in the system 
rather than for its abolition. In a 
period when industrial relations are 
characterized by turbulence, it is in
deed remarkable that the system used 
in the non-industrial Civil Service for 
many years continues to operate so 
smoothly. [The End] 

Tradeunionism Among Public Employees 

in the Western Hemisphere 

By WILLIAM H. SINCLAIR 

International Union General 
Representative, AFSCME 

TRADEUNIONISM AMONG 
PUBLIC employees in the West

ern Hemisphere is on the march to 
the tune of different drummers. 

While unionism as we know it in 
the Continental United States, Can-
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ada or the Panama Canal Zone may 
not be the same as what is found in 
Mexico, Colombia, Argentina, Vene
zuela or Jamaica, public workers are 
banding themselves together in em
ployee clubs, civil service associa
tions, local unions, federations, national 
confederations and international or
ganizations in search of improved 
wages, hours, working conditions and 
fringe benefits. 
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In several cases, ad hoc groups 
have emerged on the scene to cope 
with a single or specific problem, then 
disappeared. Ad hoc groups are likely 
to come to life again whenever specific 
situations develop. The important as
pect here is that the same organizers 
or leaders of ad hoc entities usually 
are repeaters, indicating some sort of 
consistency in their effort toward at
taining greater on-the-job benefits for 
themselves and their fellow men. 

There is no doubt that governments 
everywhere play an important role in 
determining how far public workers 
have reached, are going, or may go, 
as far as unionization is concerned. 

In every country of the Western 
Hemisphere, certain restrictions exist, 
with the basic aim of keeping public 
service employees in line. That is, 
the public workers do not enjoy the 
same rights as their counterparts in 
industry-at least, tradeunion wise. 

The common tendency is to regard 
unionization, collective bargaining, the 
closed shop and the right to strike as 
basic rights reserved for workers in 
industry and/or private employment. 

The average citizen feels he can 
tolerate, accept, live with or even ap
plaud the labor crusade, providing 
that crusade is not an active part of 
the public sector. 

Public workers are looked upon, as 
far as organized labor goes, as second 
class citizens. Accordingly, public work
ers' associations, tradeunions or any 
organized group of public workers 
are generally regarded as second class 
organizations. 

Even among labor leaders, labor 
instructors and labor-management re
lations experts, this concept generally 
prevails. The feeling is that since 
most nations prohibit their public work
ers from striking, picketing and nego
tiating collectively, public workers' 
organizations can hardly be consid-
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ered or accepted as effective trade
unions or the public workers' spokes
men. 

Government leaders, the general 
public and to some extent, our union 
brothers in industry. share the view 
that public employees should respect
fully request whatever they think they 
deserve; while at the same time they 
are expected to fully understand why 
the city, state, federal or • national 
governments cannot possibly grant 
their demands or satisfy their mini
mum aspirations. 

They are expected to understand 
and accept the general rule that a 
government never really ceases to op
erate 24 hours a day in one form or 
another; good or bad; dictatorial or 
democratic, military or civilian, in 
war or peace, in chaos or natural 
catastrophies. Some form of author
ity always exists. Public workers are 
expected to see to it that they are a 
part of this never ending process ; a 
part of that never-ceasing structure; 
and, if you please, they should fe·el 
happy and proud to know they are 
such an indispensable element of the 
process. 

Unions Close Down Operation 
On the other hand, our union brothers 

in industry are able to close down 
an operation. They do so quite fre
quently. But even while they man 
the picket lines, carry out the boy
cott of an enterprise and what have 
you, they expect, and rightfully so, 
to see policemen keeping the peace; 
judges, courts and other public ser
vices available to attend to their com
plaints, serve their needs, and resolve 
their disputes. Anything to help them 
win their strikes and basic objectives 
-a collective bargaining agreement. 

Even though a private enterprise 
displays its accounts to the public 
and pleads for mercy against what 
they call greedy union demands, ruth-
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less union bosses, the enterprise is 
expected to pay up or close down
go out of business. Not so in govern
ment. Why? Simply because what
ever the government does or does not 
do, usually affects the whole popu
lace. 

Isn't this also true in the private 
sector? Aren't we obligated to pay 
for every benefit negotiated for and 
won by workers in the private sec
tor, through higher pric·es, higher 
taxes, higher everything? 

Throughout the Western Hemisphere, 
in fact, the entire world, public work
ers are trying to help themselves the 
best way they can under the circum
stances prevailing in each country. 

The Canadian public worker is not 
more or less militant than the North 
American public worker; the Amer
ican public worker, is, in my opinion, 
not more militant that the Mexican, 
G;uatemalan, Argentinean, Colombian, 
Peruvian, Chilean, Brazilian, Trinidad
ian or Jamaican. They are all trying to 
help themselves, in some way. 

The public worker., his union, asso
ciation, employee club or ad hoc com
mittee can only be as militant as the 
situation permits him to be in each 
country. You may say, in disgust, 
this chap addressing you today is an 
idiot or at least, a clown. Maybe so, 
but I am a realistic idiot or realistic 
clown, with idealistic views operating 
in a not so idealistic situation, with 
the idealistic hope that one day all 
public workers everywhere, will even
tually be accepted as first class citi
zens, their unions regarded as first 
class organizations, with all rights 
attendant toward the building of really 
effective unions. 

Public Workers Do Have 
Spokesmen 

In our Western Hemisphere, the 
wave of nationalism, restrictive legis-
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lation and yes, the element of com
placency among public workers, make 
it most difficult, if not almost im
possible, to fairly compare the public 
workers' organizations of Canada with 
those in the United States, Mexico, 
Panama, Colombia, Venezuela, Bra
zil, Paraguay or Jamaica, but, be
lieve it or not, in every country there 
is today in existence, among public 
workers, working tools called trade
unions, associations, employee clubs, 
ad hoc committees or instruments serv
ing as spokesmen for various seg
ment of workers. 

This is true even in those countries 
where organization of public workers 
is prohibited by law, where workers 
are even subject to the most extreme 
type of persecution for advocating 
group action. Even in countries where 
governments are saying public work
ers are considered as a part of the 
military establishment ; therefore, they 
cannot organize unions, bargain col
lectively, assert the right to strike or 
the privilege of affiliating with na
tional and international organizations. 

If you were to make a country-to
country tour of the W·estern Hemis
phere today, you would return to 
your point of departure with a com
pletely negative report; a semi-nega
tive report; a completely positive re
port ; a semi-positive report, or a com
bination. 

You would probably express great 
admiration for public workers or
ganizations leaders, or total disdain. 
Everything would depend on what 
you are looking for, the way you are 
looking for it and your general atti
tude on the whole situation. 

One sure road to disappointment is 
prejudging and making comparisons 
between one country and the other. 

Nonetheless ; in the main, in their 
own way, under the prevailing cir
cumstances, in every country, you 
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will find a lot of gains obtained through 
legislation, collective bargaining or 
collective begging, respectful requests, 
negotiations, strikes and persuasions. 
That the benefits a Colombian public 
worker is receiving may be less than 
his counterpart in the United States 
or Mexico, is something I would not 
want to ascertain. When I am in Can
ada, I examine the Canadian situa
tion. I do the same in the United 
States, Mexico, Panama, Ecuador, Ar
gentina, Brazil, Trinidad, Venezuela 
or Jamaica. 

I try to see things through the 
eyes of those I am dealing with, the 
country I am in, plus the prevailing 
situation in each one. In my work I 
follow the maxim of the wise old 
Indian chief of not judging a man 
until I have walked at least one mile 
in his moccasins. 

Regarding All as Equals 
In our Western Hemisphere you 

will find some of the most populous 
nations of the world. In North Amer
ica we have the United States. In 
Latin America we find Brazil, Mex
ico, Argentina, Colombia, Peru, Ven
ezuela, Chile, Cuba and Ecuador. 

In our Western Hemisphere we have 
some of the greatest cities man has 
built on this planet. New York City, 
Sao Paulo, Rio de Janeiro, Chicago, 
Mexico City, Buenos Aires, Los An
geles, Lima, Bogota, Caracas. Who 
runs these nations and cities? The 
public workers do. 

If they are capable of performing 
such gigantic tasks, why then should 
someone say public workers art> not 
mature enough to be accorded equal 
tradeunion rights as their counter
parts in industry? 

If we look at the tradeunion move
ment in Canada and the United States, 
then look down our noses at Latin 
Americans because their unions may 
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not have achieved the same or even 
half as much as our North American 
counterparts, we are not being sensi
ble, because the mayor of New York 
City certainly does not have a bigger 
job in running his city than his coun
terparts in Rio de Janeiro, Mexico City 
or Buenos Aires. Certainly, our pub
lic service administrators are doing 
a good job. Anyone who has been 
fortunate enough to visit Sao Paulo 
or Brasilia cannot say the Brazilians 
are not really smart because their public 
workers' unions do not compare to 
those in Canada. It is just that the 
Brazilian does not see things the way 
the North American sees it. 

One of the strongest public work
ers unions in the world today is the 
"Federaci6n de Sindicatos de Traba
jadores al Servicio del Estado" of 
Mexico. This Federation is not affil
iated to the Mexican national center, 
nor the Inter-American labor move
ment, nor the international labor move
ment. Does this make it less effective 
or less important than the American 
Federation of State, County and Mu
nicipal Employees of the United States, 
the Canadian Union of Public Em
ployees or the Municipal Workers 
Union of Argentina? Yes and no. 
The AFSCME would be out of place 
in Mexico. The FSTSE would be 
out of place in the United States. The 
Municipal Workers' Union of Argen
tina would be out of place both in 
Mexico and the United States. 

Argentina Among the Best 
Looking at the labor movement in 

the public sector objectively, I would 
say the AFSCME is doing an excel
lent job in the United States. I ad
mire the CUPE of Canada. I think 
the Mexicans are doing a good job in 
Mexico and I look upon our Argen
tine brothers as among the best trade
unionists in the world. 
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This is a fact of life. This is some
thing that we have to live with. 
Something we have to accept as in
evitable. When I look at that great 
nation of Brazil, which destiny has 
decreed to be a future world power, 
and hear people condemn the "Con
federacao dos Servidores Publicos do 
Brasil" as a "paper organization," I 
wonder what some of us are really 
looking for in this greatest of all pos
sible worlds. 

This cpnfederation is powerful in 
its own way. It operates under re
strictions which would baffie any trade
union leader of North America. Yet, 
it is operating. It is a live, operating 
entity, performing a great task for the 
public workers of Brazil. That the 
Jamaican, American, or Canal Zone 
labor leader may not consider the 
confederation as something useful, is 
one thing. They do not live in Brazil. 

In spite of restrictive legislation, 
persecution, complacency, the legal op
position to unionization, collective 
bargaining, the right to strike, the 
union or agency shop, plus hundreds 
of other "don'ts," public workers or
ganizations in the Western Hemisphere 
have organized, they have struck the 
governments, they have pressured the 

legislatures to pass laws granting sweep
ing benefits to public workers, they 
have negotiated collective bargain
ing agreements ; some have won the 
closed shop, agency shop, dues check
off and other gains workers in the 
private sector have obtained under 
the blessings of the right to organize, 
bargain and strike. 

There are some 30 million public 
workers in the Western Hemisphere. 
They have come a long way. They have 
a longer way to go. I predict-they· 
will get to wherever they want to go. 

The Public Services International, 
an organization representing public 
workers throughout the free world, 
is resuming its activities in Latin 
American and the Caribbean Zone. 

This great organization will no doubt 
contribute immensely toward an in
creased growth in the unionization of 
public workers in every country of 
this hemisphere. 

The task before it is gigantic. To 
the average man, it seems impossible. 
However, the PSI will help all pub
lic workers to eventually realize their 
aspirations and attain whatever goal 
they may wish to chart among them
selves. Our people are marching on 
and on and on. [The End] 

A Political System for a Political World
in Public Sector Labor Re~ations 

By ROBERT D. HEI:SBY 

New York State Public Employment 
Relations Board 

D URING THE PAST DECADE 
a substantial body of experience 

has evolved as public employees have 
sought and have obtained the right to 
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organize and to bargain. It is not an 
overstatement to point out that some 
38 separate experiments are under
way in the various states with respect 
to public sector labor relations. Al
though the approach of each state 
law has some similarities, there are 
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enough vanat10ns so that over time 
it may well be -that experimentation 
will provide a means to evaluate and 
to choose the best of these various ap
proaches. 

However, a fundamental question 
raised at the beginning of the era of 
public sector labor relations remains 
unanswered. I suspect that perhaps 
the question has actually been an
swered in practice although not all 
participants will accept the answer 
which I think has emerged. 

The answer also depends on how 
one phrases the question. The Taylor 
Committee, in its original report pro
posing the New York Law in 1966, 
phrased the question as follows : "How 
should collective negotiation in the 
public service be distinguished from 
collective bargaining in the private 
sector?" Others, including such dis
tinguished practitioners as Theodore 
Kheel, have wondered whether or not 
collective bargaining as it has evolved 
in the private sector is possible or ap
propriate in the public sector. Cer
tainly this, and the related questions 
which flow from it, are not as theo
retical as was the case five or ten 
years ago. 

In fact, 1 think that time and ex
perience have provided a pretty clear 
answer. Whether you call it collec-· 
tive bargaining or collective negotia
tions, I submit that the process in the 
public sector is different. 

Components 
of Public Sector Negotiations 

Dr. Seymour Scher, a one-time pro
fessor of political science and more 
recently a city manager in two of 
New York State's larger cities, out
lines five basic components of public 
sector negotiations : 

1. The mood, needs, and demands 
of the community constituency. 
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2. The mood, needs, and demands 
of the political establishment. 

3. The limitations, restrictions, and 
requirements of constitutions, stat
utes, ordinances, civil service, educa
tion laws, municipal charters, etc. 

4. The mood, needs, and demands 
of the employer. 

5. The mood, needs, and demands 
of the employees. 

Dr. Scher points out that the first 
three of the five elements he has listed 
do not exist in the private sector. 
Whether one agrees with his listing 
or not, there is certainly one major 
factor which differentiates the public 
from the private sector. The bargain
ing process in the public sector takes 
place in a political arena and the par
ties to the bargain-both the union 
and the executive-must seek politi
cal ratification of their product. The 
union, of course, also faces the prob
lem of obtaining acceptance from the 
membership-the public employees af
fected. The poltical ratification to which 
I refer, however, means acceptance 
by the appropriate legislative body; 
in most situations at least the part 
of the agreement which costs money 
must have such ratification. In short, 
funds have to be appropriated to im
plement the agreement. 

Let me be concrete. Two years 
ago in response to rising clamor about 
the cost of public employee pension 
systems in New York State, Gover
nor Rockefeller and the Legislature 
appointed a pension commission. Two 
vears later the commission made its 
~eport. The New York State Con
stitution precludes diminishing exist
ing public employee pensions. There
fore, the commission recommended 
that public employee pensions be re
moved from the bargaining table and 
the various existing pension systems 
be closed and that a new system cov
ering all state and local public em-
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ployees in the State except police and 
firemen be created. While the details 
of the proposed new system are not 
pertinent here, I note that under the 
proposal the long-run cost to public 
employers would be reduced from 20 
per cent of payroll to 10 per cent of 
payroll, that there would be a Social 
Security offset against the pension, 
that the system would be non-contri
butory, and that there would be a 
substantial reduction in benefits. At 
this point, I would not wish to ven
ture a prediction as to the ultimate 
fate of these recommendations in the 
Legislature. 

Review 
of Pension Commission 

I think it is instructive to review 
for a moment the genesis of the pen
sion commission. Council 37, AFSCME, 
negotiated a pension improvement for 
most New York City employees which 
would have provided retirement at 
half pay after twenty years' service 
at age 55. Changes of this type in the 
various pension systems applicable 
to New York City employees require 
approval in the State Legislature. It 
produced substantial public outcry. 
Legislation to approve the agreement 
at the State level never got out of 
committee the following year. Coun
cil 37 and the Teamsters Local con
sidered this an affront and struck. 
This was the famous strike during 
which various drawbridges were left 
open and untreated sewage was poured 
into the waters around New York 
City. After a day or two, the City 
and the affected unions negotiated 
what the New York Times character
ized as a "face-saving agreement" 
which provided, in effect, that if the 
Legislature failed to approve the pen
sion improvement, the City would 
provide alternate and equivalent ben
efits. Two legislative sessions have 
now nearly passed, and in the cur-
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rent climate, the Legislature seems 
most unlikely to approve the pension 
agreement between New York City 
and Council 37. 

In this situation the State Legisla
ture was, of course, one level re
moved from that of the bargaining 
process. The resulting strike was clearly 
not against the employer involved but 
against the State Legislature. The 
strike was illegal. It caused substan
tial disruotion and inconvenience to 
thousands of people. 

In this particular situation, the rent 
in the social fabric was not irrepar
able. The situation may, in fact, have 
taught a valuable lesson to all con
cerned. The State Legislature can, 
and sometimes will, repudiate a bar
gain between, in this instance, a sub
sidiary government-New York City 
-and a union coalition. The Legis
lature could reject, but so far has not, 
an agreement between State employee 
unions and the Office of Employee Re
lations-the negotiating arm of the 
Governor. And it is at least a reason
able probability that the Legislature 
may modify nearly every existing 
agreement in the State by substan
tially modifying the pension system 
for new employees. 

Thus one major key to the differ
ence between bargaining in the pub
lic sector and in the private sector is 
the role of the legislative body. It is 
not the semantic difference between 
collective negotiations and collective 
bargaining. The dynamics of the bar
gaining process itself are essentially 
similar in both the public and the 
private sectors. The basic fact of 
public sector bargaining is that a sub
stantial part of the bargain arrived at 
must be ratified, directly or indirectly, 
by the appropriate Legislature. What
ever else may be involved, the Legis
lature must appropriate the money to 
effectuate the bargain. The Legisla-
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ture is composed of a group of elected 
people in a democracy, each with his 
or her own political constituency, ac
countability and needs for survival. 

Right to Strike 
At its meeting in May 1972, the 

Western Assembly in considering "col
lective bargaining in American governr
ment" concluded that public employ
ees should have the right to strike. 
The Western Assembly also recog
nized that "in some instances, federal 
and state legislatures will be com
pelled to adopt legislation that sup
plants or supplements collective bar
gaining on some issues in the public 
sector." 

At this point one has to recognize 
the potential of the collision course. 
The Western Assembly report also 
states "in government the basic policy
making decisions are primarily the 
responsibility of legislative bodies, 
while collective bargaining is engaged 
in by governmental agencies whose 
duty it is to effectuate these policies." 
Herein, it seems to me, is to be found 
a dilemma which so far defies solu
tion. To phrase the question as dra
matically as possible, what happens 
if a legislature "supplements or sup
plants" the bargain or, as the New 
York State Legislature did in the afore
mentioned episode, simply refuses to 
act? If the result is a strike, how 
does it get resolved? 

Fortunately most situations are not 
this draconian. Normally the parties 
at the table have some realistic no
tion of the political parameters within 
which they are constrained to operate. 
Difficulties, of course, may arise if 
their respective assessments of the 
parameters differ. In fact, this is the 
normal situation encountered in pub
lic employee strikes. The parties at 
the table are unable or unwilling to 
reach a bargain. Occasionally such 
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strikes may even be part of the polit
ical dynamics necessary to get the 
ultimate agreement ratified. 

At this point, recognition needs to 
be given to the fact that the situation 
differs at various governmental levels. 
Somehow or other the situation is not 
exactly the same when a city man
ager or a mayor arrives at an agree
ment with a public employee union 
which a city council repudiates. If 
this does happen, the city manager is 
probably looking for other employ
ment. The mayor is undoubtedly in 
political difficulty. The difference is 
even more significant in smaller gov
ernments and school districts where 
the employer-executive and the legis
lative body are essentially the same. 
But what if the State Legislature re
jects an agreement negotiated by a 
Governor or his agent and unions rep
resenting state employees? Is the 
situation any different if Congress 
repudiates an agreement negotiated 
by presidential agents and the result 
is a strike? 

The essential question thus becomes, 
what resort, if any, does a public em
ployee union have if the applicable 
legislature repudiates all or part of a 
bargain arrived at between the execu
tive and the union? Or, to state the 
question another way, if the joint pol
itical efforts of the employee union 
and the executive-employer fail to 
get the bargain implemented, what 
happens then? 

In recent years the question of 
what happens when the political pro
cess yields an undesirable result from 
a point of view of the activists has 
been with us in a good many forms. 
Some forms of social action are ob
viously more tolerable than others. 
Rallies, peaceful demonstrations, in
formational picketing, vigils, etc., have 
been commonplace in recent years. 
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The question I am really asking is: 
After the development of a collectively 
negotiated agreement, why should the 
rights of a public employee be any 
greater or any less than those of any 
other citizen? 

This is the issue, it seems to me, 
that those who advocate an unre
stricted right for public employees to 
strike have simply not faced up to. 
What the bargaining process does in 
the public sector is to give public em
ployees, through their bargaining agent, 
a meaningful voice in the determina
tion of what the executive-employer 
proposes to the legislature with re
spect to terms and conditions of em
ployment. The public sector bargain 
cannot be more than this. Hopefully 
it is not less. 

Once the parties have balanced the 
needs of the union, the needs of the 
employees and the public, the re
sources which the executive-·employer 
thinks he can commit, and agreed 
that their mutual understanding of the 
political parameters within which they 
are operating are essentially the same, 
both have an obligation to seek leg
islative approval of their joint prod
uct. 

At this point the union, in seeking 
legislative approval of the agreement, 
has the same right as any other group 
of citizens to attempt to pressure the 
legislature to take desired action. 

If, for some reason, the legislature 
fails to approve all or part of the bar
gain, it seems clear that giving public 
f:mployees the right to strike at this 
point is giving them a right which 
no other citizen has. Should other 
groups adversely affected by legisla
tive decisions be given the right to 
strike or its equivalent, whatever that 
is? One suspects that the answer is 
no in both cases. 

In any ·event, such limited experi
ence as we have suggests that strikes 
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by public employees at this point 
would be largely futile, particularly 
at the state or federal level. The con
cept of the general strike is generally 
unknown and unaccepted in this coun
try. Abroad, public employee strikes 
(excepting a few nationalized indus
tries) are generally one-or two-day 
protest movements, usually announced 
in advance, rather than a fight to the 
finish as in the private sector in the 
United States. 

If the economic strike against a 
legislature and therefore against the 
political process is in all probability 
liable to be ineffective on the one hand 
and intolerable on the other, and the 
concept of the general strike is both 
unknown and unacceptable, then the 
question arises can a strike against 
the executive-employer resulting from 
failure to reach agreement at the table 
be tolerated and institutionalized. This 
is really what those who advocate the 
right to strike for public employees 
seem to favor, at least within limits. 
Those public employee statutes which 
do provide a limited right to strike 
mandate impasse procedures which 
must be exhausted before the strike 
becomes legal. Even then the threat 
to public health and safety must be 
assessed. 

In New York State, about 3,000 
contracts are negotiated annually in 
the public sector. Third-party assis
tance is required in reaching about 
30 per cent of these agreements-medi
ation, fact-finding, or both. Strikes
illegal ones-occur in about one per 
cent of these situations-about 30 per 
year-although not all are caused by 
bargaining. Some result from disputes 
over working conditions during the 
term of the contract and related ques
tions. 

About 90 per cent of public employees 
in New York State- 900,000 of some 
1,000,000- presently exercise their 
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rights under the Taylor Law. The 
passage of a law applicable to all state 
and local public employees brought 
about almost instant unionization. Those 
public employees not organized are 
either management-confidential em
ployees or are employed by very small 
employers-less than ten. I have the 
impression but cannot document the 
fact that there have been similar de
velopments in those states which have 
adopted a law, or laws, applicable to 
all state and local public employees. 

In contrast, in the private sector in 
New York State, only about 30 per 
cent of non-farm employment is or
ganized. While there are many fac
tors which limit the ability of private 
sector unions to organize or to pene
trate more than they have, there seems 
to be general agreement that the abil
ity to organize and to bargain effec
tively depends in large measure on 
the ability and the willingness of the 
employees involved to strike-thus 
the maxim that there cannot be real 
collective bargaining without the right 
to strike. 

Is the Maxim Applicable 
to the Public Sector? 

In 1966 and 1967 if one listened to 
the sound and fury of the debates in 
New York State, both in the Legis
lature and outside, out of which grew 
the Taylor Law, one would have to 
say that most of the labor leadership 
thought so. At that point in time, 
union leadership and their allies in the 
Legislature contended with vim, vigor 
and vitality that there could be no 
genuine collective bargaining in the 
public sector without the right to strike. 
Within a month after the Taylor Law 
was passed, some 15,000 unionists 
gathered in Madison Square Garden 
to denounce the Law and establish a 
fund for its repeal. It was character
ized as anti-union. Public manage-
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ment was equally vehement-strikes 
were intolerable and should never take 
place under any circumstances. 

Six years later the situation is some
what different. This is not to say that 
the parties have officially reversed their 
1966 and 1967 positions. Almost all 
union leaders still officially advocate 
the right to strike for public employees. 
I am not aware of any management 
representatives in New York State 
who have officially reversed their posi
tions. However, I think it is fair to say 
that these positions have become more 
ritualistic than real. Certainly the noise 
and the din on the labor side is dimi
nished. There has not been a repeti
tion of the Madison Square Garden 
rally. Nor has management conducted 
any celebrations on the anniversaries 
of its enactment. Government has 
learned not to panic at the threat of a 
strike, or indeed in an actual strike ; 
employees have often learned to their 
sorrow that a strike has not been the 
great pressure for equity which they 
had formerly envisioned. 

In private discussions with both sides, 
one can begin to perceive the devel
opment of a reversal of position. Pub
lic management would rather continue 
the present system than face up to 
some of the alternatives. And, more 
particularly, at least some represen
tatives in public management would 
rather legalize the strike than be faced 
with compulsory arbitration. On the 
labor side there is some private recog
nition that most public employees might 
be in a weaker position with a law 
which permitted strikes than at pre
sent. Both sides will generally con
cede, even though there are particular 
aspects that one or the other would 
like to see changed, that the present 
system works. 

This is another way of saying that 
in the past six years a workable labor 
relations system for the public sector 
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has gradually evolved in New York 
State. This evolution is, of course, 
still in process. It is not the traditional 
collective bargaining of the private 
sector which utilizes the bargaining
strike syndrome. Rather it is a polit
ical process which utilizes a whole new 
array of techniques and processes in 
the negotiation of an agreement. One 
cannot predict the ultimate direction, 
but I think it can safely be said that 
no radical changes are in the offing 
for the immediate future. 

The basics of the system, I think, 
can be briefly outlined as follows. The 
executive-employer and the public em
ployee union go to the table and do 
their thing. Seventy per cent of the 
time they appear to be able to agree up
on the applicable political and economic 
parameters and to be able to reach a 
mutually satisfactory bargain. Where 
they cannot, mandated impasse proce
dures become applicable. Af the medi
ation stage, settlement can generally 
be reached-historically in about half 
of the cases that go to impasse-if the 
parties are divided only by economic 
or technical issues, but not if the mix 
includes basic disagreement on both 
the economic and political parameters. 
Of the cases which go to fact-finding, 
a substantial number-historically about 
40 per cent-are mediated by the fact
finder, e.g., the threat of what he might 
recommend is enough to bring the par
ties to agreement. In about a fourth 
of these cases, the report and recom
mendations become a poltically and 
economically acceptable document which 
both parties can buy. In about 40 per 
cent of the cases which go to fact
finding, the report and recommenda
tions provide a political and economic 
frame within which and upon which 
the parties generally manage to reach 
agreement. Additional third-party as
sistance is sometimes required. And, 
of course, as has already been indi-
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cated, there are occasional strikes. Ap
proximately 20 of the 30 strikes a year 
result from failure of the bargaining 
process and impasse procedures--con
siderably less than one per cent of the 
agreements. There are about an equal 
number of valid strike threats. Taken 
together, some would say that these 
are necessary to lubricate the system. 

Thus bargaining in the public sec
tor has become, in New York State 
and I suspect in many other jurisdic
tions, a process for the mutual formula
tion of the public employee compen
sation package and related matters, 
before it is dropped into the legisla
tive-political arena to compete with 
other claimants for the allocation of 
public resources. However imperfect, 
this is the only process which we have 
to legitimately resolve such questions. 
It is not a particularly neat and tidy 
process, but neither are the tugs and 
hauls of public opinion which con
stitute the democratic system. 

If the only alternative is to give 
public employees the right to strike, 
the question needs to be asked not only 
what effect would this have upon the 
continuity of public service but what ef
fect would it have upon public employ
ees? Would their bargaining strength 
be increased or weakened? For some, 
particularly in the large unions, their 
position would quite clearly be strength
ened. For many others, however, the 
opposite would be the case. My judg
ment is that in New York State, for 
example, 60 to 70 per cent are probably 
better served by the present system. 
Oftentimes the news media refer to 
our PERB-appointed and financed medi
ators, fact-finders, and conciliators as the 
"public employee rescue battalion". Un
less employees have the will and abil
ity to mount a cohesive strike, the 
right to strike by itself becomes mean
ingless. In short, their circumstances 
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are such that a strike weapon is not a 
viable alternative. 

As experience builds in the public 
sector, what we really need is less 
ideology and more research. We need 
to take a hard look at what is going 
on in the various "experiments" which 
have been under way in various states 
for some time. To be truly objective 
this effort should be made by others 
than those who have a vested interest
in other words, not by agencies ad
ministering programs or by represen
tatives of the parties. 

Someone recently said : "Arbitration 
is to collective bargaining what arti
ficial insemination is to reproduction; 
it takes all the fun out of it." Some
times l think those who advocate the 
right to strike for public employees 
are taking a somewhat similar posi
tion. Somehow, they feel that without 
the right to strike, the whole process 
is less fun. 

It may be fun, however, which we 
neither need nor can afford. When I 
see communities literally torn apart 
from a strike of teachers for example ; 
when I see the acrimony and divisive
ness caused by youngsters on picket 
lines, teacher pitted against boards 
of education, neighbor against neigh
bor, parents and families divided in 
bitter battles which leave wounds and 
scars which are so hard to heal; then I 
believe that our quest must be to find a 
better way. 

What is really emerging is a sys
tem of employee participation in the 
determination of conditions of em
ployment-a bargaining process ap
plicable to and more appropriate for 
the political process. 

Conclusion 
To summarize, I believe that: 
1. The political world in which pub

lic employees negotiate their condi-
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tions of employment calls for very 
different considerations than the pre
dominantly economic world of the 
private sector. 

2. Contrary to the characterization 
by some, this does not make a second
class citizen of the public employee. 
Rather, it calls for approaches which 
are different from, and more appro
priate to the public sector. 

3. The requirement for ratification 
by appropriate legislative bodies is one 
basic element of the political equa
tion which drastically influences every 
aspect of public sector bargaining. 

4. Out of the vast array of experi
mentation taking place in the various 
states, many techniques and systems 
are developing to balance the needs 
of government, its employees and the 
public interest. _ 

5. The tenet of collective bargain
ing in the private sector-namely, the 
need for the right to strike as an 
inherent requirement of the process
is being seriously questioned in the 
public sector. Both employers and 
employees are taking a long construc
tive look at the alternatives. 

6. A whole new system of dispute 
settlement is emerging which uses 
the widest possible variety of mech
anisms-mediation, mediation-arbitra
tion, fact-finding, arbitration, etc.
with the utmost of tailormade flexi
bility. In short, it is a political sys
tem which responds to the tug and haul 
of public opinion in a democratic so
ciety. The Taylor Law in New York 
is one such experiment. Its initial 
six years would indicate considerable 
promise for such systems. 

7. The components of this exciting 
new field of human relations are as 
complex as human nature and as dy
namic as democracy itself. And the 
stakes for success are high indeed. 

[The End] 
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Labor Relations in the Public Sector 
A Discussion 

By ELLEN M. BUSSEY 

Manpower Administration USDL 

FOR ME, THE MOST OUT
STANDING THING about the dis

cussion here this afternoon is how far 
we have come with respect to public sec
tor labor relations in the past few years. 
In fact, as a some time Federal employ
ee I have experienced this change first 
hand. Each time I have returned to 
the Federal Government from some 
other type of employment I have been 
impressed not only with the pheno
menal growth in union membership 
and with the technical advances in 
the labor relations process but, per
haps most importantly, with the revo
lution in attitudes toward trade unions 
and their representatives. I find the De
partment of State a particularly in
teresting example of this change. 

It seems only yesterday that the right 
to bargain was at stake for public em
ployees. Currently this right is taken for 
granted and the focus is on such matters 
as expanding the agenda of bargaining 
points, on the union shop and on alter
native means to resolve an impasse in 
negotiations-means which for many in
volve the right to strike. 

While in some quarters the right 
to strike issue is decidedly becoming 
more heated (in the Postal Service, 
for instance, there is talk of illegal 
strikes this year, at the same time 
that hearings on right-to-strike legis
lation are finally expected in the Con
gress), today's speakers seem to agree 
that the right to strike is not essen
tial to satisfactory labor-management 
relations. An entire arsenal of al
ternatives was presented by Messrs. 
Helsby and Stern, including media
tion, a combination of mediation and 
arbitration, fact-finding, and arbitration. 
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And Mr. Helsby points out that in 
spite of strike rhetoric on the part 
of union leaders, the right to strike 
is no longer considered basic to the 
need to have real collective bargain
ing. He bases this conclusion on the 
fact that attitudes have changed, 
(there is less militant feeling about 
the need to strike) and that in New 
York State 70 per cent of the time 
agreement is reached at the bargain
ing table, while the vast majority of 
the remainder of the disputes are 
resolved through fact-finding and 
mediation. But if this is so, the right 
to strike alone is not likely to change 
the climate in which disputes are re
solved and for the worker, the right 
to strike, whether he uses it or not, 
certainly represents additional clout. 

Mr. Helsby also indicates that the 
political world in which public em
ployees negotiate calls for very dif
ferent considerations than the pre
dominantly economic world of the 
private sector. I would agree, but for 
somewhat different reasons than the 
ones he mentions. As Mr. Helsby 
says, the framework within which the 
public employee operates is, of course, 
complicated by the fact that he must 
face his management team as well as 
the legislature. But public employees 
were experienced lobbyists, before 
they became experienced negotiators. 
Their main problem appears to be 
one of not adequately courting public 
opinion-a much neglected art in labor 
relations in general, but one which 
is of special importance for public em
ployees. Politicians at all levels find 
it advantageous to use the govern
ment worker as a whipping boy when 
offering the voter more for less tax 
money. Over the years, a caricature 
has been developed of the security-
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minded, incompetent, red tape addict 
with a job that could easily be 
eliminated. It is hardly surprising, 
therefore, that it is difficult to gather 
public support for higher wages, bet
ter working conditions, pensions, va
cations or whatever, for those who 
loaf on the taxpayer's money. And it 
is public opinion, after all, or we hope 
it is, which shapes the reactions of 
the legislatures. Thus, in that political 
world in which public employees nego
tiate, it would behoove them to make 
a greater investment in improving 
their image with the people of this 
country. These same people are prob
ably a major cause in the failure of 
strikes which have taken place. Such 
strikes, in contrast to many private 
sector ones, cause immediate personal 
inconvenience, an inconvenience the 
public is unprepared to suffer for the 
type of employee whom it often resents 
even when there are no labor troubles. 

Although I am inclined to agree 
with Messrs. Helsby and Stern that 
other means of settling public dis
putes may prove to be just as effective 
as the strike weapon, I am also con
vinced that the right-to-strike issue 
will not go away. A quick perusal of 
the trade union press shows that it 
is one of the main issues for State and 
local employees, as well as for postal 
workers, of course. And as some of 
the other trade union demands are met 
and collective bargaining is broadened, 
it is more and more likely that the 
right to strike will become generally 
accepted in this country as it has in 
some European ones. In the imme
diate future much will depend, of 
course, on whether there will be a 
National Public Employees' Relations 
Act and just what shape it will take, 
and to what extent postal workers 
will attain their legislative goals. 

British Experience 
Mr. Stern has shown via the British 

experience what can be done to resolve 
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an impasse in the public sector through 
arbitration. His analysis indicates that 
the American fear that compulsory arbi
tration is likely to do away with efforts 
at serious negotiation may be ill-founded. 
At least in Britain, the vast majority of 
disputes never reach the arbitrator. N e
gotiators for both sides have felt that 
they do better to settle among themselves 
than to rely on the judgement of third 
parties. 

But in Britain the acceptance of 
compulsory arbitration as the proper 
way to settle a public dispute exists 
side by side with the right to strike. 
And strikes do occur. The best-known 
ones of recent years, the electrical 
workers' slowdown in late 1970 and 
the postal workers' strike of early 1971 
were resounding failures, giving sup
port to the view that settling by other 
means might be more satisfactory in the 
public sector. The postal strike, particu
larly, attracted attention when, after 
seven weeks, it became the longest na
tional work stoppage since the great 
general strike of 1926. The collective 
agreement contained an arbitration 
clause, but rank and file pressure for 
wages substantially above those offered 
by management, forced a work stoppage. 

There can be little doubt that public 
opinion played a major role in the fail
ure of this strike. It was felt that postal 
workers did not deserve larger increases 
than those originally offered until they 
improved their performance and made 
the Postal Service more efficient and 
cost/effective. It was a prime example 
of a poor public image coupled with a 
false estimate of the nation's dependence 
on the service performed and of the 
power wielded through the strike weap
on. The dispute was eventually resolved 
through third parties after all. 

In taking a cue from the European 
experience, at least one major U. S. 
public union is now beginning to look 
beyond bargaining-in the direction 
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of wanting participation in the deci
sion-making process which it refers 
to as co-determination. Nothing was 
said on this aspect of labor-manage
ment relations here today, but it seems 
an approach which might be better 
suited to the public sector in the U.S. 
than it is to the private sector. For 
instance, the much discussed public 
issue of the ownership of work-that 
is, should work be contracted out to 
private firms or should more public 
workers be engaged to perform it
would fit well into this framework. 
Certainly the American Foreign Ser
vice Association, just certified on Jan
uary 22 of this year as exclusive 
representative for our Foreign Service, 
is strongly identifying its goals with 
co-determination. One of its . major 
accomplishments to date has been a 
moratorium on the controversial "se
lection out" process. 

Mr. Sinclair opens up a subject for 
debate which is very close to my in
terests. I have spent a substantial 
proportion of my professional life on 
international comparison studies and 
I can talk for quite a while in their 
defense. But I would be speaking of 
the type of study presented here ·by 
Mr. Stern-namely those intended to 

allow nations to learn from each 
other, not those designed to attack, 
criticize and deprecate. 

I suspect that Mr. Sinclair has recent
ly come up against the same kind-of 
North Americans who have all too often 
preceded me on my research trips 
abroad~ making my contacts in various 
countries quite reluctant to ever again 
exchange thoughts with another person 
from the United States. The purpose of 
these negative attacks has always escaped 
me, as it has Mr. Sinclair. 

But let me, for a moment, add an
other dimension to this discussion. 
There is the danger that the defense, 
mechanism to "all people are, or should 
be, the same" becomes "but we are 
unique" and that the "but we are 
unique" becomes an excuse for in
action. There are, after all, many 
things which people share and a de
sire for income security and decent 
working conditions are certainly among 
them. An exchange of ideas in an in
ternational setting has its benefits if 
we can avoid the automatic rejection 
of any concept which is not home
grown, while simultaneously realizing 
that there can be no wholesale trans
plant of any system from one society 
to another. [The End] 

Labor Relations in the Public Sector 
A Discussion 

By CHARLES M. REHMUS 

University of Michigan 

FEW MEN IN THE UNITED 
STATES have more experience with 

public sector labor relations than Robert 
Helsby. Hence, his thoughtful and pro
vocative paper on the essentially political 
nature of public employee unionism in 
the State of New York is worth careful 
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study. As I understand him, he is ques
tioning whether the public needs or can 
afford to permit public employee strikes, 
at least those which protest a legislative 
refusal to ratify the results of a collec
tively bargained agreement. His paper 
almost intimates that such strikes should 
be forbidden. But when I come to his 
conclusions, I find him suggesting only 
that we need the widest variety of mech-
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anisms to deal with negotiating impasses 
in the public service. In short, he pleads 
for something similar to Taylor-made 
flexibility as being essential in our polit
ical and democratic society. I do not 
read him as standing foursquare in sup
port of permanent mandatory procedures 
that lead to finality. 

I understand and even agree with his · 
reluctance to take the final leap over this 
precipice. It is significant that in both 
our private and public sector labor rela
tions, we in the United States have al
most always found plausible formulas for 
government intervention of a type that 
clearly have only intimations of govern
ment authority, but no real finality. In 
both the Taft-Hartley Act and the Rail
way Labor Act we have appeared to find 
a solution to emergency strikes even 
though, in a real and fundamental sense 
the techniques we use are only partiall; 
effective against such strikes. Existing 
private sector "emergency procedures" 
are in no sense adequate to a real emer
gency except to the degree that the pub
lic is lulled into passivity because of the 
symbolism represented in the words 
themselves. Perhaps we should settle for 
a similar kind of "semi-finality" in the 
public sector. 

In jurisdictions where public em
ployee bargaining takes place, com
pulsory binding arbitration is increas
ingly being suggested as the only 
satisfactory alternative to strikes. In 
his interesting and scholarly paper, 
James Stern looks at British experience 
with binding arbitration. He concludes 
that a legislated permanent arbitra
tion structure does not appear, in 
Great Britain at least, to have the 
habit-forming narcotic effect on bar
gainers that is commonly alleged. 

As always when making inter
national comparisons, one must wonder 
whether the underlying legal frame
work and socializing forces present in 
one nation permit any transfer of its 
successful institutions and systems to 
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another. Until we can conclude with 
reasonable certainty why a nation's 
institutions work for it, we must be 
doubly cautious about transferability. 
This latter point is what I miss most 
in Dr. Stern's paper. Why is it that 
the ready availability to British nego
tiators of binding arbitration has not 
led to its frequent use? Some alterna
tive answers to this question occur to 
me, though I have little basis for 
selecting or preferring one over the 
other. Are British civil service unions 
unmilitant and complacent to the 
government's offers? Alternatively, 
do both sides rely upon the work of the 
Pay Research Unit to such an extent 
that its findings become the basis for 
settlement? Finally, is it not possible 
that the government simply "buys 
out" the unions? Stern says that Brit
ish pay principles do not differ sub
stantially from the guidelines stipulated 
in United States state statutes to 
channel arbitral discretion. I do not 
notice among these guidelines he cites 
as used by the British the one which 
is the most troublesome in the States, 
namely, ability to pay. Why not? 
The answer seems quite clearly to be 
that the British government is parlia
mentary in nature; therefore, those 
who negotiate come from the same 
branch as those who pay the bargained 
bills. But is it not possible therefore 
that the British are paying a high 
price in order to avoid strikes on the 
one hand and arbitration on the other? 
As I noted a moment ago, I do not 
know the answers to the questions I 
raise here. I think some answers must 
be available, however, before we could 
conclude that the British experience 
with compulsory arbitration would be 
similar in the United States. 

Sinclair's Paper 
on Labor Relations 

I really am not competent to judge 
William Sinclair's paper on labor re-
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lations in the public sector in Latin 
America. I fear my own lack of 
knowledge on his subject is charac
teristic of most of us from North 
America. Some of Mr. Sinclair's as
sertions are provocative to say the 
least. He states that throughout these 
countries "public workers do not en
joy the same rights as their counter
parts in industry," and "that public 
workers are looked upon, as far as 
organiz·ed labor goes, as second class 
citizens." Yet despite this, he says 
that at times and in places they have 
made significant gains either through 
strikes or pressure ·upon the appro
priate legislature. As one reads these 
generalizations, one repeatedly asks 
"where", "in what country'' and "un
der what circumstances?" As an Asso
ciation whose members are committed 
to research in industrial relations, we 
must collectively acknowledge that 
we have paid far too little attention 
to the industrial relations institutions 
and practices that exist in Central 
and South American nations. I hop·e 
that the subject of public labor rela
tions in Latin America is one that 
we can soon add to our University 
of Michigan studies in comparative 
public employment labor relations. 

Finally, I would close with the thought 
that either public employee strikes them
selves, or the avoidance of strikes 
through use of binding arbitration, have 
a price of their own. It may be necessary 
for us to pay this price. but at least we 
should do so with our eyes wide open. 
Someone, I think perhaps Nate Fein
singer, once said that "collective bar
gaining is the process by which the lion 
gets the lion's share." In the United 
States today, no other group of claim
ants on the public tax funds seems in a 
position to exercise the same amount of 
influence on the distribution of public 
resources as are the powerful and co-
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hesive municipal unions. Those unions 
with the greatest leverage on the public 
appear for the moment at least to be ad
vantaging themselves at the expense of 
other categories of public employees who 
work in less critical areas. In other 
cases, these powerful municipal unions 
have aggrandized themselves at the ex
pense of the level of public services 
provided. 

Our Chairman, Arvid Anderson, in 
a recent speech wisely noted that our 
contemporary problem is not simply 
that of resolving disputes in an ·equi
table and orderly fashion, but also of 
ensuring that our institutions con
tribute to the quality of our society. 
This latter problem has not heen 
solved through permitting strikes or 
by substituting compulsory arbitra
tion mechanisms for them. Arbitrated 
awards have commonly been generous 
enough to convince me that the lion 
is still doing very well. In sum, while 
the strike problem in the public sec
tor is great, in the long run I am 
more deeply concerned over such is
sues as jettisoning carefully evalu
ated wage policies developed over the 
years simply because the clout of san
itation workers or policemen is greater 
than that of teachers, clerks, or librar
ians. Public resource allocation is the 
most fundamental function of our legis
lative bodies. I believe that making 
decisions concerning how large a tax 
burden we should bear-and what we 
should spend the proceeds for-should 
be done in forums at least somewhat 
removed from popular passions and 
public employee pressures. Resource 
allocation at the collective bargaining 
table, or even at the arbitrator's desk, 
is the greatest long run problem of 
public employee unionism that we of 
the industrialized democracies con
front-but we have not really faced 
it, far less resolved it. [The End] 
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SESSION Ill 

Industrial Relations and Inflation 

Collective Bargaining Settlements 

and the Wage Structure 

By MARVIN KOSTERS, KENNETH FEDOR, 
AND ALBERT ECKSTEIN 

Cost of Living Council 

T HE WIDELY ACCEPTED VIEW that the rate of wage infla
tion is closely related to the degree of excess demand in labor 

markets is based upon a straightforward application of economic 
theory. Estimation of Phillips curves repres·ents the most common 
empirical application of this hypothesis. However, the paradox of 
rapid increases in wages accompanied by rising rates of unemploy
ment in the early 1970's has raised questions about the ad·equacy of 
the accepted theory of wage determination in the form in which it 
has usually been applied. 

In this paper the analysis of wage trends* is extended by taking 
wage structural considerations into account. Under this approach, 
wage structural pressures generated by the combination of unantici
pated inflation and the prevalence of long-term contracts are inte
grated into the analysis to explain recent wage behavior in the 
United States, particularly in sectors in which a large share of 
workers were covered by major collective bargaining agreements. 

Demand Conditions and Wage Changes 

The general relation between slack labor markets and smaller 
wage incr-eases is well-known and is easily demonstrated for most 
periods. During the first five years of the 1960's, for example, 

*The analysis in this paper was prepared while the authors were on the 
staff of the Cost of Living Council during Phase Jii of the Economic Stabiliza
tion Program. 
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the unemployment rate exceeded 5 
per cent in each year and averaged 
5.7 per cent during the period 1960-
1%4. Wage rates in the private non
farm sector increased by less than 3.5 
per cent in each of those years, and 
on average increased by 3.2 per cent 
per year. In the last five years of the 
1960's, however, the unemployment 
rate averaged 3.8 per cent as it de
clined from 4.5 per cent in 1965 to 
3.5 per cent in 1969. Wage rates in
creased on average by 5.1 per cent 
per year during this period with the 
rate of increase rising from 3.7 p·er 
cent in 1965 to 6.6 per cent in 1969. 

Since 1969, however, wage rates in~ 
creased more rapidly than was expected 
in response to reduced economic ac
tivity. When average unemployment 
rates rose to 4.9 per cent in 1970 and 
5.9 per cent in 1971, wage rates con
tinued to rise rapidly. Indeed, the in
creases in private nonfarm wage rates 
of 6.7 per cent in 1970 and 7.0 per cent 
in 1971 were larger than had occurred 
when unemployment rates were lower. 
Reduced demand in product and labor 
markets was not translated into smaller 
wage rate increases. 

Lack of response to slack labor market 
conditions was also evident in wage 
increases agreed to under collective 
bargaining agreements. Average first
year wage increases under major agree
ments rose from about 9 per cent in 
1969 to almost 12 per cent in 1971, 
while the unemployment rate rose 
from 3.5 to 5.9 per cent. Although 
wage increases under all major agree
ments were somewhat smaller in 1971 
than in 1970, most of the improvement 
was a result of lower wage increases 
in construction which, in turn, re
flected the operation of the Construc
tion Industry Stabilization Commit
tee during most of 1971. Continued 
acceleration in new first-year wage 
increases in manufacturing occurred 
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in spite of an increase in the unem
ployment rate for manufacturing work
ers from 3.3 per cent in 1969 to 6.8 
per cent in 1971. 

Continued large increases in labor 
costs during this period of sluggish 
growth in demand and rising unem
ployment led to an increased empha
sis on cost-push forces in diagnosing 
the continuing inflation. This experi
ence also seemed to suggest that ma
jor unions were able to secure large 
wage increases regardless of slack in 
the economy and the labor market. 
What this view of the process over
looks, however, is that the large wage 
increases under new collective bar
gaining agreements negotiated in 1970 
and 1971 had their roots in and were 
primarily the outgrowth of previous 
trends in prices and other wages. 

J'.he Struc.ture 
of Relative Wages 

Much of the complexity in the pro
cess of wage change during the past 
decade is obscured by looking only 
at yearly changes in broad averages 
of wage rates or in the average size of 
new wage settlements. Analysis of 
wage developments in terms of changes 
in the rate at which average wages 
have increased masks differences in 
the size of wage increases received by 
particular groups of workers included 
in the average. It may sometimes be 
adequate to treat an analysis as if the 
average wage change is a close ap
proximation to the wage increase re
ceived by most workers. However, 
this treatment may not be adequate 
when more dispersion in wage in
creases is induced by factors such as 
a change in the rate of inflation with 
the timing of adjustments to stronger 
labor demand linked to wage contract 
expirations. While analysis of aver
age wage changes masks differences 
in wage changes among workers dur-
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ing a given year, analysis of newly 
negotiated wage increases under col
lective bargaining agreements masks 
differences that may have occurred 
during the term of the expiring agree
ment between wage changes for workers 
covered by the agreement and wage 
changes for other workers. 

Much of the emphasis in analyses 
of wage developments in recent years 
has been placed on relating average 
wage changes or newly negotiated 
wage increases to labor market con
ditions at a point in time. Little 
consideration has been given to the 
influence of relative wage relation
ships and time lags associated with 
wage contracts extending over a period 
of time. Yet, these factors are extremely 
important in understanding the dy
namics of recent wage and labor cost 
behavior.1 

The importance of relative wage 
relationships is intimately related to 
the severity and duration of the rise 
in prices that built up year-by-year 
in the late 1960's to an inflation rate 
greatly in excess of what had been 
expected or recently experienced. For 
many workers in the economy, an in
crement to wages to reflect increased 
demand or an increase in the pace of 
inflation could occur quite quickly in 
the labor market during this period. 
Workers covered by long-term col
lective bargaining agreements are usu
ally bound by the terms of the 
contract, however, and an increment 
in wage rates to reflect increased de
mand or an unanticipated change in 

1 The role played by past price trends 
and interindustry wage differentials in the 
determination of overall wage behavior has 
been recognized for some time in more 
theoretical discussions. See J. R. Hicks, 
"Economic Foundations of Wage Policy," 
in Essays in World Economics (Clarendon: 
Oxford University Press, 1959), pp. 85-104. 

• Some recent econometric work taking 
the timing of major contracts into account 
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the pace of inflation would normally 
occur at the expiration of the con
tract. 

During the 1960's, long-term con
tracts became prevalent in major col
lective bargaining situations. Conse
quently, a large number of workers 
were covered by long-term contracts 
in the late 1960's when demand was 
strong and price inflation was accel
erating. To the extent that workers 
in the economy not bound by long
term contracts received wage increases 
to reflect increased demand and more 
rapid inflation, workers under long
term contracts expiring in the period 
from 1968 to 1971 required relatively 
large first-year wage increases to re
store their relative wage position. 
Strong pressures could reasonably be 
expected for workers under ·expiring 
long-term contracts to attempt to re
store their relative position in the 
wage structure and to recoup erosion 
of real earnings gains if a significant 
departure from their earlier position 
in the wage structure resulted pri
marily from an unanticipated increase in 
inflation.2 

The most easily observed and most 
pronounced feature of wage develop
ments in the late 1960's is that the 
rate at which average wage rates in
creased more than doubled. A large 
fraction of workers undoubtedly re
ceived wage increases in each year 
that closely corresponded to the aver
age. There is a great deal of evi
dence, however, of a strong tendency 
for some groups of workers, gener-

indicates that efforts to restore real and 
relative wage positions are important fac
tors in the front-loading of multi-year con
tracts. See L. D. Taylor, S. J. Turnovsky 
and T. A. Wilson, "Money Wages in U. S. 
Manufacturing," in Inflation in North 
American Manufacturing, Chapter 6 (forth
coming). 
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ally those covered by long-term con
tracts or whose wages were closely 
related to covered workers, to obtain 
wage increases that diverged in a 
systematic way from the average wage 
increase. These perturbations in the 
wage structure were less readily ap
parent during the late 1960's than the 
rising average increases that occurred, 
but they may be much more impor
tant in explaining subsequent wage 
developments, particularly since 1969. 

Wage Changes 
in Union and Nonunion 

Establishments 
The combination of strong increases 

in demand in a period of increasingly 
tight labor markets and rising infla
tion from 1965 through 1969 led to 
rising wage increases for manufac-

turing workers. The rise in wage in
creases that went into effect in manu
facturing during that period was ac
companied by a shift in the relative 
size of wage increases as between 
union and nonunion workers. While 
the increase in overall demand may 
have had a differential impact on 
union and nonunion workers, it is 
likely that the acceleration of wage 
changes in the unionized sector was 
slowed by the presence of long-term 
contracts while acceleration could oc
cur more quickly in response to in
creased demand and inflation in the 
nonunion sector. 

The shift in the relative size of wage 
increases toward relatively larger in
creases for nonunion workers in the 
late 1960's is clearly evident in table 
1. The marked shift in the opposite 

TABLE 1 

Year 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 

Effective Wage Adjustments 
in Manufacturing1 

(Median Changes, Per Cent} 

All Union 
2.7 
2.6 
2.6 
2.2 
2.9 
3.2 
4.0 
5.0 
5.0 
5.7 
6.1 

Nonunion 
1.0 
1.6 
2.8 
2.0 
3.2 
3.9 
4.6 
5.0 
5.1 
5.1 
4.7 

Average Annual Effective Wage Adjustments: 
1961-1964 2.5 1.8 
1965-1969 4.0 4.4 
1970-1971 5.9 4.9 

Difference: 
U nionj Nonunion 

+1.7 
+1.0 
-0.2 
+0.2 
-0.3 
-0.7 
-0.6 

0.0 
-0.1 
+0.6 
+1.4 

+0.7 
-0.4 
+1'.0 

1 Effective adjustments include cost of living adjustments, new increases, deferred 
increases, and decreases or no cha.nge situations. 

Source: U. S. Department of Labor, Bureau of .Labor Statistics, Current Wage Develop
ments (Washington, D. C., U. S. Government Printing Office, February, 1973), 
p. 46. 
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direction in 1970 and 1971 is signifi
cant because a deceleration in non
union wage increases occurred while 
wage increases accelerated for union
ized workers. The interpretation sug
gested by this pattern is that wage 
increases in the nonunion sector were 
responding to increased slack in the 
labor market, while wages of union
ized workers increased more rapidly 
as agreements expired and previously 
eroded relative wage positions were 
restored. 

Wage Changes 
Under Major Collective Bargaining 

Agreements 
A view from a different perspective 

of the impact of long-term collective 
bargaining agreements on the wage 

structure can be obtained by analyz
ing the terms of agreements concluded 
in recent years compared with gen
eral wage movements. Newly nego
tiated wage increases continued to 
rise through 1971, and the increase in 
the size of newly negotiated settle
ments was larger than the rise in average 
wage increases for private nonfarm 
workers. Deferred wage increases, 
however, were smaller than average 
wage rate increases. This pattern is 
consistent with a lag in wage adjust
ments for workers covered by long
term collective ·bargaining agreements 
during a period of strong demand and 
rising inflation. The long-term nature 
of the agreements is the source of the 
delayed response of wage increases 
for covered workers, and a compari-

TABLE 2 

Increases in Hourly Earnings 
and Negotiated Wage Rate Increases 

in Major Collective Bargaining Settlements, 1968-1972 

1968 1969 1970 1971 1972 
(Per cent) 

Average hourly earnings, 1 

private nonfarm 6.6 6.6 6.7 7.0 6.3 
Wage rate increases under collective 

bargaining agreements :2 

All industries 
First-year 7.4 9.2 11.9 11.6 7.0 
Deferred 4.6 5.4 5.8 7.7 6.1 

Construction 
First-year 8.7 13.1 17.6 12.6 6.6 
Deferred n.a. n.a. 10.1 13.1 11.6 

Manufacturing 
First-year 7.0 7.9 8.1 10.9 6.6 
Deferred 3.9 4.0 4.6 4.8 4.4 

Nonmanufacturing 
(excluding construction) 

First-year 7.6 9.6 14.2 12.2 7.5 
Deferred n.a. n.a. 5.2 7.6 6.8 

1 Adjusted for overtime (in manufacturing only) and interindustry employment shifts. 
• Limited to private settlements covering 1,000 workers or more. Data for 1972 are 

preliminary. Comparable data for years prior to 1%8 are not available. 

Source: U. S. Department of Labor, Bureau of L>abor Statistics. 

IRRA 1973 Spring Meeting 521 



son of the terms of the agreements 
with average wage changes provides 
evidence on changes in the wage struc
ture that generated pressure for com
pensating adjustments when the agree
ments expired. 

Wage rates on average for private 
nonfarm workers increased at rates 
between 6.6 and 7.0 per cent between 
1968 and 1971 (table 2). While first-

year wage increases under major agree
ments were generally larger in each 
year, deferred increases built into long
term contracts were on average smaller 
than wage increases for the average 
worker. Though rising inflation through 
1970 was at least partially compen
sated for among workers covered by 
contracts with escalator clauses, in 
many cases wage increases received 

TABLE 3 

Average Hourly Earnings Changes 
Selected Industries Having a High Proportion 
of Workers Covered by Long-Term Contracts 

Per cent Increase in Average Hourly Earnings 
During the Term In Years of Major 

of Contracts Contract Negotiation 

Industries with major contract 
expirations in 1967 and 1970: 

Industry Sector 
Private nonfarm total 

Rubber (SIC301) 
Autos (SIC3711) 
Trucking (SICs 421, 3) 

Industries with major contract 
expirations in 1968 and 1971 : 

Industry Sector 
Private nonfarm total 

Steel (SIC 331) 
Metal Cans (SIC 341) 
Communications (SIC481) 

1966 
4.5 
3.4 
2.9 
2.9 

1967 
4.7 
1.1 
3.4 
3.2 

1969 1967 
6.7 4.7 
4.7 1 5.6 
5.5 3 8.6 
6.0 5 6.0 

1970 1968 
5.9 6.3 
3.5 '1 6.0 
4.2 9 10.0 
3.4 11 9.4 

1 August 1967-January 1968 compared to August 1966-January 1967. 

1970 
5.9 

25.4 
4 13.1 
6 13.8 

1971 
6.5 

8 11.9 
10 11.5 
12 14.7 

• January-June 1971 compared to January-June 1970. Time period differs from 
because of effects of auto strike in late 1970 on hourly earnings. 

• December 1967-May 1968 compared to December 1966-May 1967. 
• December 1970-May 1971 compared to December 1969-May 1970. 
• July-December 1967 compared to July-December 1966. 
• January-June 1971 compared to January-June 1970. The later interval compared to 

footnote number 5 attempts to capture effects of the "second" increase, nationwide, following 
the Chicago Teamsters agreement. 

• September 1968-February 1969 compared to September 1967-February 1968. 
8 August 1971-January 1972 compared to August 1970-January 1971. 
• June-November 1968 compared to June-November 1967. 
10 April-September 1971 .compared to April-September 1970. 
11 September 1968-.February 1969 compared to September 1967-February 1968. 
11 September 1971-February 1972 compared to September 1970-February 1971. 

Source: U. S. Department of Labor, Bureau of Labor Statistics. 
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during the term of contracts subse
quent to the first-year increase were 
smaller than those received by other 
workers in the economy. 

The increase over the period before 
1971 in the average size of deferred 
increases, along with greater cover
age of workers by escalator clauses, 
meant that workers covered by the 
oldest expiring agreements had re
ceived lower wage increases during 
the term of their contracts than work
ers covered by more recent agree
ments or other workers in the econ
omy. Restoration of their previous 
position in the wage structure, con
sequently, required unusually large 
first-year wage increases when their 
contracts expired. These unusually 
large wage increases raised average 
wage changes directly, and undoubt
edly were an important factor in slow
ing a reduction in the size of wage 
increases in other sectors of the econ
omy in response to reduced demand. 

Wage Changes 
in Selected Industry Sectors 

The influence on the wage struc
ture of long-term wage contracts during 
the period of rising inflation also be
comes evident in an ·examination of 
changes in average hourly earnings 
for a number of industries in which 
most workers were covered by long
term contracts or received wage in
creases closely related to those of 
covered workers. Smaller wage in
creases during the term of their con
tracts than average wage increases 
for other workers in corresponding 
years are clearly evident for the 6 
major industry sectors considered for 
two contract periods (table 3, left 
panel). Deterioration in relative wage 
position is implied in each case. 

8 In order to get a more appropriate 
measure of the size of first-year increases 
than would be provided by average annual 
changes, wage levels in an appropriate 
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When new agreements were nego
tiated in these same industry sectors 
average hourly earnings increases were 
generally larger than for the typical 
worker in the ·economy, reflecting a 
tendency to "catch up" for smaller in
creases during the term of the pre
vious contract (table 3, right pane1).3 

These data do not indicate whether 
or not relative wage positions were 
completely restored in comparison with 
the tendency to fall behind during the 
term of previous contracts. They do, 
however, clearly show a pattern of 
falling behind during the term of con
tracts and catching up when new con
tracts were negotiated even though 
average hourly earnings changes in 
these sectors were influenced by a 
number of other factors. Changes in 
relative position in the wage struc
ture compared to workers outside 
these sectors are evident even though 
wage changes in these major sectors 
are included in the averages with 
which they are compared. 

Critical Bargaining Situations 
in 1973 

The analysis of wage developments 
in recent years giving emphasis to the 
importance of wage structure has in
teresting implications for wage pros
pects in 1973. The 1973 coUective 
bargaining year has received a great 
deal of attention because of the large 
number of workers covered by agree
ments expiring this year and the heavy 
concentration of workers in a few 
key sectors. More than 4 million work
ers are scheduled to negotiate new wage 
increases this year compared to fewer 
than 3 million in 1972. About one
third of these workers are in a few 
industry sectors and are distributed 
as follows: 

period following the month of contract ex
piration were compared with year earlier 
levels covering the same time span. The 
exact computations are footnoted in table 3. 
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Apparel 200,000 workers 
Autos 700,000 workers 
Electrical Equipment 300,000 workers 
Food Processing 200,000 workers 
Rubber 100,000 workers 
Trucking 100,000 workers 

Since settlements in these sectors 
are highly visible and widely publi
cized, they are often regarded as hav
ing and important trend-setting influ
ence. Wage contracts in these and 
other sectors have in recent past years 
been heavily front-loaded with large 
first-year wage increases, and if that 
pattern were rep·eated, they could be 
widely emulated and influence wage 
trends throughout the economy. The 
reasons for that pattern have received 
too little attention, however, and the 
evidence presented here suggests that 
perturbations in the wage structure 
were an important factor. 

Evidence on collective bargaining 
agreements expiring in 1973 indicates 
that wage increases received during 
the term of these contracts were at 

least as large as the general trend of 
wages since the agreements were ne
gotiated. Data in table 4 show that 
for nonconstruction contracts due to 
expire in 1973. the mean annual rate 
of increase during the term of these 
contracts has been about 9 per cent. 
The average annual rate of increase 
in private nonfarm hourly earnings 
from 1970 to 1972., by comparison, 
has been 6.3 per cent. 

Average hourly earnings changes 
in selected industries with major con
tract negotiations in 1973 also show 
that wages in these sectors have in
creased more rapidly in 1971 and 
1972 than average hourly earnings for 
private nonfarm workers, so that work
ers in these industries have main
tained or improved their position in 
the wage structure. The restoration 
of more traditional relationships in 
the relative wage structure during 
recent years suggests that wages ne
gotiated in 1973 can incorporate smaller 
adjustments to reflect this factor. For 

TABLE 4 

Mean Annual Rate of Wage lncrease1Achi,eved 
for Major Contracts Expiring 

in J 973, Nonconstruction Sector 

1973~1 

1973-11 
1973-111 
1973-IV 
1973-Total 

All 
N onconstruction 

Contracts 2 

8.2r" 
9.6% 
8.1% 
8.2ro 
8.9% 

One Year 
Contracts 3 

6.7% 
7.1% 
7.9% 
6.4% 
7.0% 

1 Figures include escalator adjustments. 

Two Year 
Contracts 4 

9.0% 
10.3ro 
8.3ro 
8.1% 
9.t:ro 

• Includes contracts of less than one year and greater than four years. 
• 12 but less than 24 months. 
• 24 but less than 36 months. 
• 36 but .less than 48 months. 

Three Year 
Contracts 5 

8.3% 
9.5% 
7.7% 
8.3% 
9.0% 

Source: U. S. Department of Labor, Bureau of Labor Statistics. These data were made 
available to the authors through the courtesy of Dr. Daniel J. B. Mitchell, Chief 
Economist of the Pay Board. 
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example, for rubber, autos and truck
ing, where new settlements cover over 
one million workers, wages have more 
than kept pace with average wages in 
the economy, confirming evidence from 
individual contracts (table 5). 

CONCLUSION 
New wage settlements under col

lective bargaining agreements con
tinued to follow the rising trend es
tablished in the late 1960's instead of 
increasing less rapidly in response to 
slack labor market conditions in the 
period of slow demand growth after 
1969. Both the development of the 
rising trend and its continuation after 
1969 are consistent with the pattern 
implied by deterioration followed by 
restoration of relative positions in the 
wage structure for workers covered 
by long-term agreements. Our exam
ination of available data from this 
point of view lends strong support 

to the influence of wage structural 
forces in recent wage developments.4 

Wage developments in major col
lective bargaining situations in 1973 
will be influenced by a variety of in
stitutional and economic factors, in
cluding the rapid rise in food prices 
that has occurred. Most workers cov
ered by major agreements expiring 
in 1973, however, have maintained or 
improved their relative position in the 
wage struct'llre compared to the dete
rioration in relative wage positions 
that occurred for workers covered by 
agreements expiring in recent years, 
particularly 1969, 1970, and 1971. This 
significant change in wage structural 
positions should reduce the need for 
heavily front-loaded new contracts 
with large first-year wage increases 
to catch up for past inflation and 
restore a balance between wages of 
these workers and wages of other 
workers in the economy. [The End] 

TABLE 5 

Average Hourly Earnings Changes in Selected Industries 
with a High Proportion of Workers Covered 
by long-Term Contrads Expiring in 1973 

Per cent Increase in Average Hourly Earnings 
Industry Sector: 

Private nonfarm total 
Rubber 
Autos 
Trucking 

1971 1972 
6.5 6.4 
~5 7~ 

12.3 8.1 
13.3 10.8 

Source: U. S. Department of Labor, Bureau of Labor Statistics. 

• Careful formulation of appropriate vari
ables is necessary to capture the full in
fluence of these wage structural effects in 
formal statistical models of wage deter
mination. The evidence from studies in
corporating a variable, partially reflecting 
these wage structural influences, is con
sistent with the less formal evidence in this 
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paper. See Michael L. Wachter, "The 
Current Wage Controls: An Evaluation of 
Phase II," Wharton Quarterly, Vol. 7, No. 
1 (Fall 1972), p. 32. See also Arnold H. 
Packer and Seong H. Park, "Distortions 
in Relative Wages a1:1d Shifts in the Phil
lips Curve," Review of Economics and Sta
tistics, Vol. LV, No. 1 (February 1973). 
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Counter-Inflation Policies 

in Britain 

By JOHN LOCKE 

Deputy Under Secretary 
Department of 'Employment 

United Kingdom 

I N THIS PAPER I propose to de
scribe the Counter-Inflation policies 

which have been pursued by the present 
Government in Britain since 1970; to 
refer also to the Price and Incomes 
policy pursued by the previous Gov
ernment between 1965 and 1970; and 
to indicate some of the problems which 
we have found to arise in Britain in 
combining such policies with an ef
fective system of collective bargaining 
over pay between trade unions "and em
ployers. 

Counter-Inflation Policies 
By "counter-inflation" policies I mean 

measures which seek to lessen the rate 
of price increase in a country through 
actions which impinge directly on spe
cific pay and price changes. Action by 
the Government may take the form 
of exhortation to those concerned with 
pay and price decisions, or agreement 
with them, about the size or justifi
cation for increases, or some degree 
of compulsion in relation to pay and 
price decisions. I do not propos·e to 
discuss in this paper more general 
economic measures such as demand 
management, control of the monetary 
supply, competition policy and so forth, 
which may affect the general environ
ment within which individual price or 
pay decisions are taken. 

Theoretically, it is possible to conceive 
of a counter-inflation policy which 
concerns itself only with decisions over 
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individual prices. Some people have 
argued that control over price increases 
would lead employers to exercise control 
over the rate of increase in unit labour 
costs without the need to seek direct
ly to influence the size of pay settle
ments. However, no such policy has 
been followed by any Government in 
Britain. 

The present Counter-Inflation policy 
and all previous similar policies since 
the war have been concerned to in
fluence directly the size of pay settle
ments reached between unions and em
ployers and since 1965 they have all 
been concerned also to act directly on 
prices. It is with the consequences of 
such policies that I propose to deal. 

Relationship 
Between Pay Settlements 

and Prices 
There are those who argue that the 

rate of increase in prices in a country 
is not affected to any large extent by 
the size of the pay settlements nego
tiated between trade unions and em
ployers. Some economists have argued 
that the level of such settlements-the 
amount which trade unions are able 
to obtain in negotiation-is itself de
termined by general economic factors 
and is not an independent variable. 
Evidence has been produced to show 
that over a long period the level of 
pay increases was clos·ely correlated 
with the prevailing level of unemploy
ment (the so-called Phillips curve). 

Many trade unionists take a some
what different point of view. They 
argue that if they secure a pay settle
ment of 10 per cent rather than 5 per 
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cent the main effects will be, first, to 
change the distribution of income be
tween wage and salary earners and 
"rentiers"; and, secondly, to induce em
ployers of labour to make more effec
tive use of their manpower so that 
unit labour costs are not substantially 
increased. 

For the purposes of this paper it is 
not necessary for me to argue whether 
these points of view are right or wrong 
(although in their simple form they 
strike me as somewhat implausible). 
The important thing is that Govern
ments in Britain have based their poli
cies on the belief that it is possible 
to reduce the rate of price inflation by 
direct action to restrain the size of in
dividual price and pay increases. There 
is, in any case, no doubt that such an 
effect can be achieved over relatively 
short periods. It is less easy to show 
that such policies have been effective 
in substantially changing the rate of 
inflation over a period of years. But 
wheth·er this is due to the difficulty of 
maintaining effective counter-inflation 
policies over a longish period or to 
some inherent inadequacy in the poli
cies themselves is a matter of debate. 

Counter-Inflation Policies 
1970-1973 

When the present Conservative Gov
ernment took office in June 1970, pay 
increases were running at an extremelv 
high level. Average earnings in th~ 
autumn of 1970 were 12-14 per cent 
above autumn 1969 although prices 
were only up a:bout 7-8 per cent. There 
was a fairly general expectation of pay 
settlements of the order of 15 per cent 
for the 1970-71 wage round. The Gov
ernment took the view that it was for 
employers, both in the public and pri
vate sectors, to secure a reduction in 
the level of pay settlements gradually 
over a period by firm negotiation lead
ing to a reduction in expectations. This 
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policy was given the somewhat ugly 
title of "de-escalation"; or, more crisply, 
was known as the "n-1" policy on the 
grounds that it took the form of re
quiring each major settlement to be 
1 per cent lower than the last one. 
From the summer of 1971 it was ac
companied by the operation of. a volun
tary system of price restraint run by 
the Confederation of British Indus
try and adhered to by most of the 
largest firms. 

Some success was claimed for the 
"n-1" policy in reducing the size of 
pay settlements through 1971. Cer
tainly, a considerable number of set
tlements were concluded at less than 
10 per cent; and the rise in average 
earnings had fallen below 10 per cent 
by the end of 1971. However, in the 
Spring of 1972 the National Union of 
Mineworkers called a national strike 
which continued for many weeks to 
the point where electric power sup
plies were severely reduced. An inde
pendent Court of Enquiry recommended 
a very large pay increase for miners as 
a special case. But the effect was cer
tainly to change the climate of expec
tations amongst other negotiators. The 
size of pay settlements went up again. 
By the autumn of 1972 average earn
ings were 15-16 per cent above the 
previous year. 

In July 1972 the Government em
barked on tripartite discussions with 
the Confederation of British Industries 
(CBI) and the Trades Union Congress 

. (TUC) to try and establish voluntary 
measures which would moderate the 
rate of cost and price inflation. In
tensive discussions continued until No
vember 1972 but in the event an agree
ment was not reached and the Gov
ernment decided to introduce statu
tory measures. 

In November 1972 a "standstill" was 
introduced on increases in most prices 
(fresh food being the main exception) 
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and rents, and on dividends and pay. 
This lasted for a period of something 
over four months for pay, and a month 
longer for prices where the standstill 
was extended to cover the period of 
introduction of Value Added Tax to 
ensure that this did not lead to un
warranted price increases. The "stand
still" was very successful. In the 3 
months to February 1973 (the latest 
available figure) retail prices ( exclud
ing seasonal food) rose at an annual 
rate of 2~ per cent; in the three months 
before the standstill they had been 
rising at an annual rate of nearly 9 
per cent. On the pay side there was 
barely any change in basic hourly 
rates and average earnings rose by 
less than 1 per cent. 

From April 1973 Stage Two of the 
Counter-Inflation Programme began 
to operate. This maintains statutory 
controls but provides for increases in 
pay and prices on a basis set out in 
the Programme. As far as pay is con
cerned, increases over the next 12-
months' period should not exceed a 
total of 4 per cent of the average pay 
bill per head over the previous year 
plus £1 a week per head. This al
lows flexibility in negotiation as to 
the way in which the increase is dis
tributed among the workers in the 
negotiating group (though it is also 
laid down that no individual may re
ceive more than £250 a year). On 
average the formula allows for aver
age increases of 7-8 per cent. If ap
plied to individuals it would give a 
higher percentage increase to the lower 
paid. 

The general principles underlying 
this formula were set out by the Gov
ernment as:-

(i) to limit the rate of increase in 
pay in money terms to a level more in 
line with the growth of national out
put, so as progressively to reduce the 
rate of cost and price inflation and 
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improve the prospects of sustained 
faster growth in real earnings ; 

(ii) to apply the limit fairly, irre
spective of the form of any increase 
or the method of determining it; 

(iii) to facilitate an improvement in 
the relative position of the low paid; 

( iv) to leave to those who normally 
determine pay decisions on the amount, 
form and distribution of increases with
in the limit. 

Stage Two of the programme is in
tended to last until around the end of 
October 1973. During this period the 
Government intends to undertake full 
consultation with unions and employers 
on the policy for the subsequent period. 

Prices and Incomes Policies 
1965-1970 

The previous Labour Government 
which came to office in October 1964 
had also carried through a programme 
designed to reduce the rate of price 
inflation. This programme began with 
a joint Statement of Intent on Produc
tivity, Prices and Incomes between the 
Government, the CBI and the TUC. 
In April 1965 an agreed "norm" for 
the average rate of increase in money 
incomes was set at 3-3~ per cent, 
which it was hoped would enable the 
price level to be kept stable. How
ever, there was provision for pay rises 
of more than the norm and in practic·e 
earnings increased by 7-8 per cent 
through 1965/66. 

In July 1966 a statutory prices and 
incomes standstill was introduced for 
six months followed by six months of 
"severe restraint." This was effec
tive. At the end of the year, however, 
earnings began to rise again rapidly. 
A statutory ceiling of 3 ~ per cent was 
again introduced in April 1968. But 
provisions for exceptions and wage 
drift meant that average earnings con
tinued to increase at something like 
7-8 per cent a year through the re-
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mainder of the policy. The criteria 
for increases in pay were set out in 
the following for!_l1 : 

(i) where the ·employees ~oncerned, 
for example, by accepting more ex
acting work or a major change in 
working practices make a direct con
tribution towards increasing produc
tivity in the particular firm or indus
try. Even in such cases some of the 
benefit should accrue to the community 
as a whole in the form of lower prices; 

(ii) where it is essential in the na
tional interest to se~ure a change in 
the distribution of manpower (or to 
prevent a change which would other
wise take place) and a pay increase 
would be both necessary and effective 
for this purpose ; 

(iii) where there is general recog
nition that existing wage and salary 
levels are too low to maintain a rea
sonable standard of living; 

( iv) where there is widespread recog
nition that the pay of a certain group 
of workers has fallen seriously out of 
line with the level of remuneration 
for similar work and needs, in the na
tional interest, to be improved. 

Effects 
on Collective Bargaining 

Throughout the period of Counter
Inflation Policy of the present Gov
ernment and of the Prices and Incomes 
Policy of the previous Government 
there has been emphasis on the desir
ability of a "voluntary policy accept
able to both sides of industry." Ac
ceptance-or at least acquiescence
is indeed necessary even for a full 
statutory control as in the two periods 
of standstill. Both the standstills were 
almost fully effective without need
ing substantial use of the statutory 
powers to stop particular increases. 
It is clear that the Government was 
able to convince Parliament and the 
majority of the community that dr-
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cumstances demanded this kind of ac
tion for a short period. Virtually no 
industrial action was taken by trade 
unions in an attempt to breach deliber
ately the two standstills. 

However, standstills operated-and 
can operate-for relatively short pe
riods. The major problem is how to 
combine an effective role for trade 
unions in collective bargaining with 
an adequate degree of influence over 
the average size of s·ettlement. Stage 
Two of the present counter-inflationary 
policy which allows for no increases 
above the fixed ceiling inevitably limits 
substantially the scope for negotia
tion since settlements below the ceil
ing are rare. The policy leaves trade 
unions and employers free to decide 
on the division of the available money 
as betwe·en particular groups of work
ers covered by the negotiation; and 
there is some room for negotiation on 
fringe benefits. But the room for nego
tiation is limited. In the later periods of 
the Labour Government's prices and 
incomes policy there were several cri
teria for increases above the norm which 
left unions with a considerable free
dom in negotiations; but the end re
sult was an increase in earnings very 
considerably higher than had been 
envisaged. 

Trade unions are basically organi
sations ~reated to negotiate on behalf 
of their members; pay negotiations 
are the central task of unions, at least 
at the national level. This does not, 
of course, mean that trade unions set 
out to achieve the largest possible in
crease in money income for their mem
bers in each round of negotiations ; 
any more than the management of a 
firm sets out to maximise the current 
year's profits at all costs. Only a very 
desperate or irresponsible trade union 
leadership or management would take 
such a short-term view of their respon
sibilities. But it is clearly very dif-
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ficult to envisage a long-term counter
inflationary policy which does not pro
vide adequate room for pay negotia
tions in particular cases. 

Anomalies 
and Comparability 

A second problem highlighted by the 
policies of the last few years is that of 
the difficulties created hy the introduc
tion of statutory controls at a particu
lar moment of time. This means in
evitably that some unions have just 
negotiated larger increases than are 
pennitted under the new policy; where
as other groups who think they are 
entitled to the same sort of increase 
are not able to negotiate it. The prob
lems are all the greater in Britain be
cause of the uncertain and tenuous 
nature of the links which are felt to 
exist between particular negotiations. 
Both the present counter-inflationary 
policy and the previous prices and in
comes policy provided for th·e exami
nation of such "anomalies" by inde
pendent institutions. It is hoped thereby 
to avoid repercussions where excep
tional increases are given to particular 
groups. But experience has also shown 
the difficulty of restricting the classes 
of case for special treatment. 

In fact, it is difficult to avoid the 
conclusion that people expect a for
malised pay policy to be much more 
"fair" than the ordinary operation of 
negotiation. In the absence of a for
mal policy there can be considerable 
variations in the size of settlements 
and considerable fluctuations in the 
relative pay of particular groups. Once 
a fonnal policy is established there is 
great resentment if one group gets a 
larger increase than another; and com
parisons of absolute levels of pay are 
made much more closely. In the present 
case the Government has asked the 
new independent Pay Board to advise 
not just on the anomalies created by the 
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standstill, but also on how the wider 
questions of pay relativities which in
evitably emerge during the operation 
of a formal policy should be fairly 
handled. 

Periods ol SeHiement 
A little remarked side effect of a 

decade of policies affecting pay has 
been on the intervals between pay 
settlements. Fifteen or twenty years 
ago it was far from usual for pay 
settlements to have a fixed terminal 
date; and the average period between 
major national settlements was con
siderably over a year. Nowadays, it 
would be the normal arrangement for 
a settlement to last one year only and 
for most unions to begin new negotia
tions for an increase at the end of 
the year. 

Longer-term agreements covering 
two or three years have continued to 
be made but they have proved very 
difficult to fit within the structure of 
control policies of a basically short
term nature. The later stages of long
term agreements made in a period 
without control have sometimes been 
caught by the introduction of con
trols to the resentment of the nego
tiators. The current policy allows new 
long-term pay agreements but it seems 
doubtful whether negotiators will feel 
encouraged to enter into them at the 
present time. 

Productivity Agreements 

During the Prices and Incomes policy 
of the Labour Government particular 
stress was laid on the conclusion of 
"productivity agreements" which gave 
substantial pay increases to workers in 
return for changes in working prac
tices which held down unit costs of 
production. The argument was that 
pay settlements of this kind did not 
add to inflationary pressures. How
ever, as time went on it became evi-
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dent that arrangements of this kind 
led to considerable pressure to main
tain "comparability" of earnings from 
other groups who were not able to 
make similar productivity agreements. 
In this way the widespread granting 
of large pay increases related to "pro
ductivity" had an effect upon the gen- . 
erallevel of settlements. The final White 
Paper issued by the Labour Govern
ment (Productivity, Prices and In
comes Policy after 1969) was there
fore considerably more cautious on 
this matter; and the present Counter
Inflationary policy makes no provision 
for exceptions related to productivity 
in Stage Two. On the other hand, a 
long-term policy must clearly not in
hibit the negotiation of productivity 
agreements which can benefit work
ers, industry and the community. The 
problem is to ensure that high pay 
increases in industries where productiv
ity is rising rapidly do not form the 
basis for general increases throughout 
the economy. 

Public and Private Sectors 

One problem revealed by experience 
in the past decade is that it may ap
pear easier for Governments to make 
counter-inflationary policies stick in 
the public sector than in the private 
sector. This applies both to prices 
and pay. It is obviously easier for the 
Government to secure compliance with 
limits on pay increases where they are 
themselves the employer or largely 
finance the pay awards. But there is 
more to it than that. In the private 
sector it is common to find pay nego
tiations taking place both at the na
tional and plant level and in certain 
parts of the private sector piece rates 
and bonus earnings of one kind or 
another are prevalent. Both these 
features of the pay scene complicate 
the task of securing compliance with 
the rules about pay increas·es which 
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must inevitably be expressed in rel
atively simple terms. 

Unless arrangements are made to 
deal with these aspects of private sec
tor pay, there is a risk that workers 
in the public sector will feel that 
counter-inflationary policies bear more 
hardly upon them than upon many 
workers in the private sector. This 
has perhaps been one factor behind 
the considerable increase in the num
ber of disputes which led to indus
trial action in the public sector in re
cent years, even though there is little 
evidence that the size of settlements 
has varied significantly over recent years 
as between public and private sectors. 

Openly Declared Policies 

Experience with the period of de
escalation in 1970-72 suggests that 
trade unions prefer the objectives of 
counter-inflationary policies to be clearly 
and publicly stated. There was con
siderable criticism of what was said 
-rightly or wrongly-to be the adop
tion of a "secret" norm for pay set
tlements. The Government always 
maintained that they did not have 
any particular norm which was re
garded as appropriate to all settle
ments. But it was widely believed 
that such a norm did exist. This 
would argue that any guidelines for 
pay and price changes should be clearly 
and publicly set out; and that the 
interpretation of them should be car
ried out by bodies which are inde
pendent of Government. 

Conclusions 

There is no doubt that trade unions 
in Britain have been and still are 
opposed to the existence of statutory 
controls which restrict their freedom 
to reach pay settlements with individ
ual employers. Nevertheless, unions 
and their members have been pre-
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pared to accept periods of statutory 
control with what Mr. Feather has 
recently described as "resentful and 
reluctant acquiescence." Equally, it 
is clear that the trade union move
ment has a positive interest in re
ducing the rate of price inflation. 
Quite apart from their concern for 
those who cannot easily be protected 
against the consequences of rapid in
flation the members of trade unions 
are unlikely to gain over time from 
high rates of inflation. And rapid 
price inflation indeed puts consider-

able strain upon the whole normal 
process of collective bargaining. In
flation does this by leading to big 
differences in money terms between 
particular settlements-the difference 
between an increase of £3 a week 
and £2 a week <:reates much more 
of a strain than the difference be
tween £ 1 a week and 70p a week. 
Rapid inflation also makes union mem
bers conscious, all the time, of rising 
prices and leads to demands for the re
opening of settlements recently reached. 

[The End] 

The Nixon Administration's Wage Controls: 

A Labor Viewpoint 

By JAMES W. SMITH 

United Steelworkers 
of America, AFL-CJO 

CURRENT UNITED STATES 
EXPERIMENTS with economic 

controls are being analyzed quantita
tively by various observers. My own 
interests are not focused on the im
mediately quantifiable results. I am 
primarily concerned with the longer
run implications of the control sys
tems on the institutional framework 
of the United States economy. 

My experience with the control sys
tems has been entirely with the Phase 
II wage regulatory apparatus of the 
Pay Board. Under President Abel's 
direction, I have been responsible .for 
overall supervision of the preparation 
and presentation of Steelworkers' Union 
cases for decision by the Pay Board 
or the Internal Revenue Service. I 
have also participated as President 
Abel's representative in some of the 
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detailed discussions on policy imple
mentation. 

The Pay Board began as a 15-mem
ber tripartite body, but was reduced 
to seven members in March, 1972. 
The occasion of this structural change 
was a decision by four of the five 
labor members that they had no op
portunity for effective input on crit
ical decisions, and their consequent 
resignation. President Nixon responded 
by withdrawing four of the five busi
ness members. Continuation of the 
Teamsters' Union, and one industry 
spokesman, on the Board preserved 
the essentially tripartite nature of 
the Board in a minimal sense, al
though all seven members were offi
cially designated as "public" repre
sentatives from that time on. 

In this paper I shall examine the 
operation of the Pay Board, criticize 
what I believe were its major faults, 
and suggest the structural changes 
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needed for a satisfactory apparatus of 
this sort. 

Those who imagine that Phase II 
was prompted by a one-shot, non
recurring emergency in the United 
States economy will not find my topic 
of any great interest. I happen to 
believe, however, that precisely the 
opposite is the case-that the United 
States economy is in fact scheduled 
to live with governmental controls 
over wage and price determination, 
either intermittently or continuously, 
throughout the foreseeable future. 

The arguments on this question 
deserve a more extensive paper than 
this, so I shall not dwell on them at 
length here. They are based on a 
recognition that inflationary pressures 
are endemic within a mature indus
trial economy which is governed by 
a developed system of political de
mocracy, and whose workers are rep
resented by responsive trade unions. 
The precarious nature of price sta
bility under these conditions has been 
described thoroughly by the British 
economist, Joan Robinson, in her de
lightful work, Economics: An Awk
ward Corner. It needs no elaboration 
here. My view of the empirical evi
dence, worldwide, is that it confirms 
Mrs. Robinson's analysis. 

Price stability is desirable in all 
economies, but particularly so in those 
which depend on foreign trade. To 
the extent a nation becomes depen
dent on imported goods or raw ma
terials, it must sell some of its pro
duction in foreign markets. The crit
ical economic and political problem 
then becomes to restrain price infla
tion to a rate no greater than the 
rate of inflation of competitive selling 
nations. 

While it is true that much of the 
imports into the United States con
sist of goods which are also pro
duced domestically (and thus serve as 
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an index of our inflationary pressures), 
it is also true that the United States 
economy must import a growing vol
ume of a growing list of raw mate
rials, as domestic resources are de
pleted. This is a permanent feature 
of the future, and I assume that polit
ical democracy and responsive trade 
unionism are also permanent features. 
Hence I conclude that intermittently, 
if possible, and continuously, if nec
essary, the United States government 
will involve itself in the process of 
wage and price determination. 

In the United States we have de
veloped an adversary system of rea
sonably peaceful and orderly indus
trial relations which has enabled us 
to escape the unregulated class con
flicts of earlier industrial nations. Con
sequently, for better or worse, we 
have also avoided the class-based po
litical ~ystems of many of our con
temporary societies. Generally, we 
tend to congratulate ourselves on this 
unique evolution of our institutions. 

This whole structure, however, rests 
on the willingness of wage and salary 
earners to place some degree of con
fidence in the integrity of the labor 
relations system. To use the phrase
ology of sports, they must have a 
minimal faith in the fairness of the 
rules of the game, in the integrity and 
judgment of the officials who preside 
over the game, and in the dedication 
of their own team's leaders-or they 
will quit playing in this league. 

For the relatively small number of 
employees who were directly affected 
by Pay Board decisions, this confi
dence in the system's integrity was 
rudely shaken. If and when we re
turn to general mandatory controls, 
the United States structure of labor 
relations is seriously imperilled, in my 
opinion. 

American trade unionists have grown 
accustomed, and properly so, to wage 
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negotiations in which they have a de
gree of participation, either directly 
or through their local union officers. 
They have grown accustomed to pub
lic arbitration hearings on grievance 
disputes, with full written opinions 
on serious issues. They are generally 
willing to accept adverse decisions, 
but only if they are convinced that 
they have received a fair hearing and 
serious consideration of the merits of 
their case. 

Wage control procedures based on 
decisions arrived at in secret, for 
reasons which are kept secret, will 
destroy the faith of any workers whose 
cases are decided adversely. They 
will believe that the rules are unfair, 
the officials are biased, or that they 
were improperly represented. Once 
enough adverse decisions have been 
made by such procedures the founda
tion of the industrial relations system 
will be destroyed, and the system it
self will soon be washed away. What 
would then replace it? 

Criticism 
of Phase II Wage Controls 

In making thousands of case-by
case decisions the Pay Board exer
cised awesome power over the pros
perity, and the very existence, of busi
ness firms and local unions. However, 
this power was exercised without any 
of the customary safeguards against 
arbitrary abuse of power, and with
out any serious consideration of the 
need for such safeguards. 

No hearings have been held, ex
cept in a few highly publicized cases. 
No records are available of the pro
ceedings of decision-making panels. 
Decisions were deliberately worded 
in vague language which concealed 
their true rationale from employers, 
employees, union representatives, and 
the public. 
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Such a wage control system would 
only be appropriate to an authori
tarian society. However, I think it 
safe to say that the system was not 
deliberately designed by economic des
pots. It was not deliberately designed 
at all, which is the principal source 
of its shortcomings. 

The original intention of the Pay 
Board majority was to avoid making 
case-by-case decisions on all but major 
cases. Contrary to its original plan, 
the Board was forced to decide sev
eral thousand cases between March 
of 1972 and January 11, 1973, without 
adequate staff or structure. And, when 
Phase III was announced on January 
11th, its backlog of cases amounted 
to some 4,000. 

It is worth noting, in some detail, 
the steps by which the Pay Board 
was converted from its originally in
tended status of a rule-making agency 
to an apparatus for handling individ
ual cases. Woven into that history 
are the erroneous decisions which 
prohibited the Board from providing 
the fundamental safeguards which a 
democratic system of wage controls 
requires. 

The first erroneous decision was 
that public control over the wage de
terminations of labor markets could 
be exercised by persons inexperienced 
in industrial relations-who were ig
norant of the actual operation of those 
markets they were assigned to con
trol. This principle governed the se
lection of the Chairman and a major
ity of the Board's public members, the 
selection of virtually its entire staff, 
and the designation of its field repre
sentative-the Internal Revenue Ser
vice. 

The second erroneous decision flowed 
from the first. It was the decision to 
attempt to apply a rigid ceiling of 
5.5 per cent to all wage increases 
after November 14, 1971. This deci-
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sion ignored such realities of collec
tive bargaining as : 

1. The need of some employee units 
to "catch up" with prior inflation. 

2. Traditional patterns of "tan
dem" bargaining. 

3. The inequitable results for low 
wage earners. 

4. Employers' needs for protection 
from loss of key employees to higher 
wage competitors in tight labor mar
kets. 

The third erroneous decision was 
that a system of public control over 
wages could be operated on a low
budget basis. The Pay Board staff 
never reached 200, including secretar
ial personnel. Board members, except 
the Chairman, were part-time. Lack 
of staff was probably the major rea
son the Board could not provide due 
process when it was compelled to be
come a case-deciding agency. 

Within a few weeks after Phase II 
began the Board majority recognized 
that its rigid 5.5 per cent ceiling would 
be unworkable. Their response was 
to adopt a complex set of regulations 
for exceptions, and a slightly higher 
ceiling of 7 per cent for employee 
units entitled to one or more excep
tions. 

Perceptive observers noted that the 
Board had left itself leeway in its 
regulations for making case-by-case 
decisions above the 7 per cent ceil
ing, but it was also clear after the 
aerospace and railway labor decisions 
that this latitude was intended to be 
used sparingly and seldom, so far as 
the Board majority was concerned. 

In March, 1972, the 7 per cent ceil
ing was blown off by two unrelated 
events. One was the longshoremen's 
contract on the West Coast, with the 
East and Gulf Coast contracts in the 
background. The longshoremen had 
compelling productivity and "catch-
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up" arguments to justify a substan
tial increase, and they had economic 
and political muscle. The outcome 
was never in doubt, in the minds of 
those who understood the American 
system of political economy. Experi
enced industrial relations practition
ers were not surprised when approval 
was granted for a figure more than 
double the mythical 7 per cent, al
though many Pay Board and Inter
nal Revenue Service staff personnel 
experienced a sense of lost virginity. 

The second event was a series of 
challenges, by the business members 
of the Board, of every Phase I con
tract covering 1,000 or more employ
ees which was in excess of 7 per cent, 
unless it was known to be tandem to 
a pre-controls contract. Each such 
challenge required an individual re
view of the challenged pay adjust
ment to determine whether or not it 
was "unreasonably inconsistent" with 
the ceilings. 

The challenges of Phase I con
tracts confronted the Board with far 
more case-by-case decisions than it 
could possibly handle sitting as a full 
Board, and led to creation of the three
member Cases and Appeals Panel, 
composed of Board members. A Team
sters' Union representative and a bus
iness member were permanent mem
bers of this tripartite body. 

The challenges tended to blur the 
distinction between contracts nego
tiated in Phase I and those negotiated 
in Phase II. Approval of these con
tracts, which was almost inevitable, 
eased the path to approval of manv 
Phase II contracts above 7 per cent. 

By June of 1972, the premises of 
the Board's system of controls, which 
was a rigid set of almost self-admin
istered ceilings and a bare minimum 
of case-by-case decisions, had broken 
down. Applications for exceptions to 
the ceilings, requiring individual de-
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cisions, began to fill up the pipelines 
of the appeal system from the IRS 
regional offices to the Board. 

Now the inexperience of the IRS 
field personnel became critical. It 
was felt that if any semblance of uni
form controls was to be preserved, 
the IRS could not be authorized to 
approve increases above 7 per cent. 

For a few months the Board tried 
to cope with the flood of appeals 
from Internal Revenue Service deci
sions by assigning groups of cases to 
teams of Pay Board staff personnel. 
"Lead" cases were to be decided by 
the Cases and Appeals Panel com
posed of Board members (or their 
alternates), and other similar cases 
were to be decided by the staff teams 
in line with the Panel decisions; 

This system broke down, primarily 
because of the inexperience of the staff 
personnel, and lack of experienced di
rection over them. Team leaders could 
not agree with one another, let alone 
team members, about what cases were 
similar to what, etc. The endless com
plexity of the variety of collective bar
gaining situations they confronted 
simply defied neat categorization and 
orderly analysis by untrained persons. 
They were not furnished with inter
pretive bulletins such as the Korean 
War Wage Stabilization Board is
sued to its staff and regional offices. 

Late in the summer of 1972, the 
Board tried to re-establish its ceil
ings, at least for units of less than 
1,.<>00 employees. This was done by 
creating an apparatus which provided 
the form, but not the substance, of 
case-by-case decision-making, called 
the Category III Panel. 

The three members of this panel 
were selected from Pay Board staff 
personnel, and its staff work in turn 
was performed by tax personnel bor
rowed from the Internal Revenue Ser
vice. The Category III Panel ground 
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out SO to 60 decisions per day, which 
almost uniformly upheld the previous 
actions of IRS field offices. Since the 
IRS was not permitted to approve ap
plications in excess of 7 per cent, this 
re-established the ceilings. 

Incredibly, there was no effective 
appeal from a Category III Panel de
cision. Parties could request that it 
be reviewed. Such a request went 
back to the same IRS staff person, to 
present to the same panel of Pay 
Board staff people who had made the 
decision. Not surprisingly, such re
quests were invariably denied. 

This system also broke down, un
der the weight of contradictory case 
decisions as between the Cases and 
Appeals Panel, composed of Board 
members, and the Category III Panel, 
composed of staff persons. To try to 
conform Category III Panel decisions 
to the principles followed by the Cases 
and Appeals Panel, a review system 
was set up under which Category III 
Panel decisions were reviewed by one 
or more Board members, before they 
were issued. This introduced further 
delays into case-handling. 

Throughout this period neither the 
Cases and Appeals Panel nor the Cate
gory III Panel was willing to hold 
hearings except under the most extreme 
pressure from the parties involved. 
They relied entirely on written briefs, 
which had been subjected to analysis 
by their respective staffs. There sim
ply was not time nor staff personnel 
available to hold hearings. 

If you can imagine arbitrating a 
grievance by simply sending a brief 
to an arbitrator's apprentice, and hav
ing that person present those facts 
which he considered material to the 
arbitrator, that is an approximation 
of the situation which confronted the 
fortunate parties to cases. The unfor
tunate parties never got beyond th·e 
arbitrator's apprentice. 
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The parties to a case never knew 
what was presented to the decision
making Panel. They could not wit
ness the oral presentation. They had 
no way of knowing whether or not 
the important facts of their case were 
really made known to the Panel mem
bers. If their case was scheduled for 
the Category III Panel, they could 
not even find out when it was sched
uled to be considered, or whether it 
had been considered, until some months 
later when they received a written 
decision. 

Ultimately, in order to try to get a 
favorable decision from the Pay Board 
one had to do three things, however 
meritorious one's case might be. First, 
one had to get the Cases and Appeals 
Panel to take jurisdiction of the case, 
which was done by lobbying a mem
ber of the Board, unless the case in
volved 1,000 or more employees-then 
it was automatic. Second, a very thor
ough brief had to be written. Third, 
one had to contact the staff analyst 
handling the case and discuss it with 
that person thoroughly enough to be 
sure the brief had been understood. 
Contact with the staff analyst was 
discouraged by the Pay Board, to the 
extent that the analyst's identity was 
frequently withheld from the parties. 

When approvals were granted, a 
battery of attorneys reviewed the lan
guage of the decisions and orders to be 
sure they said nothing which might 
create a precedent which would sup
port some other application. This re
sulted in such vaguely worded state
ments that no industrial relations prac
titioner could possibly interpret their 
likely application to any other case. 
Simultaneously, of course, it pre
vented Pay Board staff personnel from 
learning how to interpret Board pol
icy. This worked at cross-purposes 
with the "lead case" plan. 
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The resulting confusion forced re
sponsible unions to appeal all of their 
cases to the Board, as they could not 
determine any realistic patterns of 
probable approval or rejection. This 
factor alone probably generated more 
case load than any other single ele
ment of the situation. 

By December of 1972, the Pay Board 
structure was collapsing under the 
weight of its case load. Something 
drastic had to be done-and on Jan
uary 11th something drastic was done. 
The "voluntary controls" of Phase 
III were instituted. 

A Viable Wage-Control 
Slructure 

A viable economic control appara
tus must be consonant with the total 
institutional patterns of the nation in 
which it operates. These patterns in
clude the complex interactions of the 
various labor and product markets in 
that nation as well as the existing 
habits of thought of the nation's work
men, its managers, and the general 
public. 

In the United States there are at 
least four minimal conditions of suc
cess, I believe, which relate directly 
to the wage controls. Given these condi
tions, and given an equitable overall 
program which restrains profits and 
other incomes simultaneously, public 
control over the wage determination 
process can be made to work. 

First, the system cannot rely pri
marily on published regulations, as 
the Pay Board tried, and failed, to 
do. Rather, it must develop a system 
of case-by-case determinations after 
the fashion of the War Labor Board 
in World War II and the Wage Sta
bilization Board in the Korean War. 
The labor markets involved are too 
various to function under uniform, 
rigidly applied, regulations. The vol
ume of case-by-case decision-making 
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is a function of how far the control 
system goes in attempting to control 
small employee units. 

Second, there must be a body of prec
edent developed, just as that which 
develops in a' judicial system or a 
grievance-arbitration system. This is 
an essential guide to employers and 
unions in making their own decisions, 
and to the lower echelons of the wage
control apparatus in administering the 
controls. This body of precedent may 
be elaborated either by bulletins in
terpreting major case decisions and 
regulations, such as the Wage Stabi
lization Board published, or by mean
ingful explanations of case decisions 
which are made available to the con
trol staff and the public. 

Third, the President, Congress and 
the public must be convinced th'at 
there is no cheap and easy formula 
for success. The work will require a 
large staff, directed at all levels by 
experienced p·ersons. If the nation 
wishes to control inflation it must 
pay a price, through appropriation of 
the necessary funds to do the job. If 
the price seems excessive, then in
flation is not yet a sufficient problem 
to be concerned about. 

Fourth, the control system must be 
structured to provide due process, 
and to prevent its own corruption. 
We must recognize that the authority 
to control incomes is an awesome 
power. It is the power to determine 
profit levels of business firms. It is 
also the power to determine the rela
tive ·economic status of each group 
of wage and salary earners. 

To vest such power in secret deci
sion-makers, restrained only by their 
own integrity, is subversive of free 
institutions, and thereby of freedom 
itself. Absolute power still corrupts 
absolutely, as the Watergate scandal 
reminds us. 
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In order to safeguard our system 
of labor relations against the abus·e 
of arbitrary power, any wage control 
apparatus must involve tripartite case
deciding bodies at the national level, 
with open hearings at which the de
cision-makers confront the parties in 
fact-finding sessions. There must be 
regional structures, operating in the 
same way, for handling the large vol
ume of less than industry-wide cases. 

These bodies must function with
out unreasonable delay in handling 
cases, as delay destroys harmonious 
plant level labor relations. This in 
turn reduces productivity, and costs 
the economy far more than the cost 
of a wage-control structure which is 
large enough to do its work effi
ciently. 

Conclusion 
During Phase II the Pay Board 

tried, and failed, to control the wage 
determination process by rigid regu
lations. It was forced to involve it
self in systems of case-by-case deter
mination by the complexities of United 
States labor markets, contrary to its 
original plans. 

In the ensuing confusion, the struc
tures of decision-making which were 
haphazardly established by the Pay 
Board were totally at variance with 
traditional labor relations practices 
in the United States, and were in fact 
consonant only with the political model 
of the authoritarian state. Continuation 
of mandatory wage controls with these 
structures endangers the institutions 
of collective bargaining, and the dem
ocratic society which rests upon those 
economic institutions. 

My criticism of the controls pro
gram which Dr. Dunlop inherited, 
when he became Director of the Cost 
of Living Council, is precisely th·e 
same as his telling and accurate criti
cism of the Kennedy-Johnson wage 
"guidelines." In 1966 he wrote: 
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" . I am personally disturbed by 
the absence of due process in the ad
ministration of the policy . . . I am 
always impressed with how different 
a case may look after it has been 
presented in a forum which permits 
a full review of the facts and con
tending arguments as compared to 
the reports of government or academic . 
experts. The judgment that a wage 
or price increase in our economy is 
violative of the public interest is a 
serious conclusion that should war
rant dispassionate review with full 
opportunity for the presentation of 
contesting views. The present policy 

does not afford this elementary right. 
"1 

To that eloquent statement I can 
only add that whereas the stabiliza
tion program of which Dr. Dunlop 
was then complaining was a volun
tary one in the full legal sense, the 
program which he now administers is 
backed by the force of law. 

I am anxiously awaiting some ·evi
dence of Dr. Dunlop's plans to afford 
elementary rights of the sort he de
scribed in 1966. I am sure my col
leagues in the other industrial unions 
are equally concerned. [The End] 

Industrial Relations and Inflation 
A Discussion 

By MAHMOOD A. ZAIDI 

University of Minnesota 

T HERE CAN BE little doubt that 
the central problem of economic 

policy today is inflation. As Profes
sor Tobin remarked in his presiden
tial address to the American Economic 
Association : 

Unemployment and inflation still 
preoccupy and perplex economists, 
statesmen, journalists, housewives and 
everyone else. The connection be
tween them is the principal domestic 
and economic burden of presid·ents 
and prime ministers, and a major area 
of controversy and ignorance in macro
economics. 1 

Extensive research in the United 
States and other industrialized coun-

1 "Guideposts, Wages, and Collective Bar
gaining," a paper contributed by Dunlop 
and pointed in the book Guidelines, Informal 
Controls and the Marketplace, Schultz and 
Al~ber, 1966. See pp. 87, 88. 
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tries has yielded a list of possible 
factors responsible for this situation, 
viz., demand pressures, monetary and 
fiscal policies, lagged response in costs 
and prices to changes in demand, ex
pectations, linkages with foreign econ
omies, market power of corporations 
and unions, changes in labor force 
composition, dispersion and composi
tion of unemployment, etc. The four 
papers under discussion have concen
trated on limited but important as
pects of the broader problem of wage
price-employment nexus. They can 
be classified into two categories. In 
category one are the papers by Doc
tors Kosters, Fedor and Eckstein and 
Professor Quinn Mills. These papers 
deal with the relationship between 
collective bargaining and inflation. Cate
gory two includes the papers by 

1 Tobin, James. "Inflation and Unemploy
ment", American Economic Review, LXII 
(March, 1972), p. 1. 
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Messrs. Locke and Smith, which at
tempt to evaluate the recent experience 
with income policies in the United King
dom and the United States. I shall 
first make some general remarks and 
then offer a few comments on each 
paper. 

As I have pointed out elsewhere, 
there are important differences over 
appropriate anti-inflation policies and 
these differences, at least partly, stem 
from alternative views on how wage
price mechanism operates, i.e., what 
mechanisms generate and sustain wage
price movements.2 It is, therefore, 
very important that in any discussion 
of inflation the assumed wage-price 
mechanism be explicitly stated. The 
recent price-profit-cost explosion coin
ciding with a relatively high unemploy
ment has stimulated, once again, interest 
in cost-push inflation and some cost
push models have taken the view that 
union pressure on wages is a· significant 
independent cause of rising prices. 3 This 
approach for the study of inflation is 
not entirely satisfactory for three rea
sons. First, there is the recently stressed 
role of expectations on inflation in 
generating wage and price increases. 
Under this hypothesis one could ob
serve wage increases that are inde
pendent of the state of the labor mar
ket but which could not be attributed 
to union pushfulness. 4 Second, we 
now have models in which the state 
of demand is made as one of the 
chief determinant of union bargain-

8 Siebert, Calvin D. and Mahmood A. Zaidi, 
"Wage-Price Experience in the United States 
and Canada: A Discussion of the Issues and 
Policy Implications," Proceedings of Winter 
Meeting of IRRA (1972), pp. 23-32. 

3 Hines, A. G., "Wage Inflation in the 
United Kingdom, 1948-1962: A Disaggregated 
Study," The Economic Journal, 79 (1969), 
pp. 66-89. 

• Friedman, M., "The Role of Monetary 
Policy," American Economic Review, LVIII 
(March, 1968) pp. 1-17, and Laidler, D., "The 
Phillips Curve, Expectations and Incomes 
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ing power.5 Finally, increased pric·es 
of imports and monopolistic pricing 
policies on the part of the firms could 
give us cost-push results but which 
could not, nevertheless, be due to push
ing by the unions.8 The purpose of 
these comments is not to criticize the 
papers under discussion but they are 
made simply to caution the reader 
that identifying the sources of in
flation is not an easy matter. As one 
scholar has pointed out "the more 
closely we examine the effects of 
strong unions in a sector of the econ
omy on the general level of wages 
and employment, the more the alleged 
effects appear to be, in fact, effects on 
relative wages and the distribution 
of employment, and not effects on the 
economy-wide aggregates at all".7 

Now I turn to four papers. The two 
papers in the first category deal with 
the impact of collective bargaining 
on inflation. Dr. Kosters et al.'s paper 
considers the wage structure emerg
ing under collective bargaining and 
its impact on inflation, whereas Pro
fessor Mill's paper explores the sta
bilizing and de-stabilizing effects of 
collective bargaining on the economy. 
As far as the first paper is concerned, 
its main contribution is that the au
thors examine the effects of unantici
pated inflation, combined with long
term contracts and associated time 
lags for wage contracts in the in
dustries covered by collective bar
gaining agreements. I would have 

Policy" in The Cu"ent Inflation, Edited by 
H. G. Johnson and A. R. N obay, St. Martins 
Press, New York, 1971, pp. 75-98. 

• Eckstein, 0. and T. A. Wilson, "The De
termination of Money Wages in American 
Industries," Quarterly Journ-al of Economics, 
LXXXVI (August, 1962), pp. 379-414. 

• Godfrey, L., "The Phillips Curve: In
comes Policy and Trade Union Effects" in 
The Current b~flation, op. cit., pp. 99-124. 

7 Rees, A., The Economics of Trade Unions 
(Chicago: The University of Chicago Press, 
1962), p. 107. 
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preferred if the authors, as they them
selves suggest, had used a formal econ
ometric model of wage determination. 
Such a model perhaps would have al
lowed them to estimate more concretely 
the wage structural influence along 
with the effects of other variables pur
ported to have an impact on wage de
termination. This approach, in my 
judgment, would have provided a bet
ter foundation for the author's "d·e
terioration-restoration" hypothesis of 
inflation. Also, if we had such a 
model, we could relate it to the typ
ical Phillips' curve relationship and 
then examine the effects of changes 
in the wage structure arising out of 
collective bargaining on the trade-off 
curve, i.e., if and how the trade-off 
between unemployment and inflation 
is worsened or improved? Moreover, 
the evidence in this paper suggests 
that the workers covered under col
lective bargaining agreements want 
to maintain their relative positions in 
the wage structure irrespective of the 
state and distribution of demand pres
sures in the economy. Does this mean 
then that excess demand variables are 
relatively unimportant in determin
ing the rate of change of wage set
tlements? If the answer is in the 
affirmative, we should be seriously 
considering the possibilities of recon
ciling stabilization policies to collec
tive bargaining! Also, does their model 
imply anything about the average 
rate of wage increase over a period of 
several years as opposed to changes 
in the rate of increase in money 
wages over business fluctuations ? The 
paper by Professor Mills does not 
consider these possibilities directly 
but it does examine qualitatively the 
possible relationship between collec
tive bargaining and inflation. In ad
dition to cautioning the reader about 
the "simultaneous causality problem" 
in interpreting the results of collec
tive bargaining, Mills makes three 
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important points which deserve atten
tion. First, most of the available 
evidence on the impact of collective 
bargaining on the aggregate wage
agreements is inconclusive. Second, 
working rules and working conditions 
agreed upon in bargaining can have 
either favorable or unfavorable effects 
on unit labor costs and therefore in 
any study of the impact of collective 
bargaining on inflation, an effort should 
be made to estimate the cost or sav
ings resulting from changes in work 
rules and working conditions. Third, 
collective bargaining may have a sta
bilizing influence during the early 
parts of inflationary periods due to 
long-term contracts. Fourth, even if 
collective bargaining had some in
fluence on wage adjustments, say via 
wage structural effects, one could ar
gue for preserving collective bargain
ing even in periods of inflationary pres
sures. In addition to the arguments 
advanced by Professor Mills, we could 
argue that collective bargaining is 
necessary ( 1:) to preserve workers' 
right to choose to be represented by a 
trade union; (2) to promote indus
trial democracy and (3) to provide 
relatively peaceful conflict resolution. 
Thus it is the view of this discussant 
that what is needed to reduce the 
recent inflationary pressure is not to 
do away with collective bargaining 
but to make the unions and employ
ers act in a responsible manner from 
the viewpoints of society and the 
economy. 

Implementation 
of Income Policies 

The last two papers by Messrs. 
Smith and Locke deal with the im
plementation of income policies in the 
United States and Britain. Both the 
papers clearly point out the difficul
ties involved in implementing an in
comes policy. It is one thing to de
vise an incomes policy. Enforcement 
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of such a policy is another matter. 
Mr. Smith as one of the labor repre
sentatives on the Pay Board not only 
found the controls under Phase II in
equitable and ineffective but also un
enforceable for various reasons he dis
cusses in his paper. Mr. Locke, al
though not as critical of British poli
cies as Mr. Smith, does point out 
somewhat similar difficulties in the 
administration and interpretation of 
British incomes policies. Both au
thors agree on the need for wage
price control. Smith is quite right in 
pointing out that in order for controls 
to be effective they should he equi
table, easily understood by parties con
cerned and fairly and openly admin
istered. However, what is equitable 
is difficult to specify in a way in which 
reasonable men will agree. What is 
considered equitable by one party may 
not be considered so by another. Also, 
the parties on whom the controls ap-

• Nordause, William D., "The Worldwide 
Wage Explosion," Brookings Papers onEco
nomic Activity (2 :1972), p. 435. 
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ply tend to ignore the repercussions 
of wage-price decisions on other sec
tors of the economy and on consum
ers and society in general. This makes 
effective application of controls very 
difficult. Decisions tend to be based 
on the political realities rather than 
underlying economic consideration. 
Locke's paper does a very good job 
in describing British counter-inflation 
policies as well as the problems in
volved in implementing these poli
cies. It would have been very help
ful if the author (1) had provided 
some bibliographical references to those 
who might disagree with his evalua
tion and (2) discussed the possible 
impact of th·e 1967 devaluation on 
wages. There are some respected peo
ple in the profession who consider 
the 1967 devaluation as at least par
tially responsible for wage explosion 
in Britain.8 [The End] 
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SESSION IV 

Theories of the Future of Industrial Relations 

Industrial Relations Theory: 
A View from the Third World 

By ROBERT B. DAVISON 
University of the West Indies 

SINCE THE END of the Second World War there has been a posi
tive deluge of literature on the economic, political and sociological 

problems of the Third World, including numerous case studies as well 
as theoretical analysis. There is a general consensus that the com
plexities of the many countries comprising the "Third World," with 
their varieties of cultural, economic, sociological and political forms
including their systems of industrial relations-make gen·eralisations 
extremely difficult. Many of the theoretical models which have been 
developed in the Third World context are little more than models 
developed in the First or Second Worlds reconstructed to fit a local 
institutional framework. Already writers and thinkers in the Third 
World are developing their own models which are likely to develop 
differently from those derived from the metropolitan countries. This 
paper is an attempt to suggest one possible alternative model in the 
field of industrial relations as a contribution to the ferment of ideas 
which, rightly, is exercising the minds of academics and policy makers 
in Africa, Asia and Latin America. If the model has any merit it 
must have ramifications outside ·the sphere of industrial relations, but 
this aspect will not be pursued here. In essence, the argument devel
oped below is that for an understanding of the systems of industrial 
relations in the Third World-of which the Caribbean region where 
the words are written is but an example-we must be prepared to 
abandon many of the theoretical constructions which have come from 
the metropolitan countries where the models were develop·ed in a 
totally different time, place and environment. The model, however, 
has many precursors in the history of economic thought. It is sug
gested, basically, that the philosophy of Darwin with his concepts 
of evolution through time and the principal of natural selection 
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(applied to populations in an ecological 
framework, rather than to individual 
organisms) is preferable to the philos
ophy of Newton with his concepts of 
forces acting mechanically to reach an 
"equilibrium". There is nothing novel in 
this. It finds many precursors in the 
writings of the American institutional
ists, from Veblen onwards, in the Ger
man historieal school and European 
socialist writers of many persuasions. 
Arising from the adoption of the al
ternative philosophy an alternative 
formulation of wage theory will be 
suggested as a specific example of a 
newer type of ecological theory which 
is briefly outlined. 

Recent reviewers of the state of the 
art in wage theory and trade union 
behaviour, from the metropolitan stand
point, draw no clear conclusions from 
deductive theory any more than from 
inductive reasoning combined with em
pirical/historical research. Pierson1 

concluded that whatever preeminence 
equilibrium wage theory still enjoys 
seems largely attributable to the fact 
that no alternative system of thought 
has been developed to replace it. Liver
nash2 in 1970 asserted that whilst sig
nifieant research has been done in the 
wages field, these advances have not 
achieved resolution of theoretical is
sues surrounding functional distribu
tion. Corina8 believes that labour 
market models, viewed from economic 
theory, are in a state of volatile change 
(in 1972). The validity choice, he as
serts, between the competitive hypo
thesis and the institutional hypothesis 
is ambiguous . . . . . no easy straight
forward generalisations can be drawn 
on labour market behaviour from eco-

1 Pierson, F. C. An Evaluation of Wage 
Theory in New Concepts in Wage Deter
mination (1957). 
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nomics and the precise role of unions 
and institutions remains an open ques
tion. . . . . . The lack of any clear 
theoretical or policy condusion from 
the metropolitan countries gives small 
help to those in the Third World, 
whether as academic teachers or policy 
makers who are trying to interpret 
the environment in a meaningful way 
to their students and clients, and even 
if it is unsuccessful, there may be some 
merit in trying to reexamine the ques
tion from the standpoint of the Third 
World, with its multitude of sociolog
ical and political structures, without 
accepting, as an unquestioned base, 
the cultural assumptions which underlie 
much of the economic theorising, at 
least of the orthodox sehools, in the 
metropoles. The Marxist construction 
often appears far more relevant to the 
situation but many of the tenets of 
that creed sound just as irrelevant as 
orthodox theory in the context of the 
Third World. A beginning might be 
made by looking again at the conflict 
to which Carina refers, between the 
so-called competitive and institutional 
hypotheses. In the metropolitan coun
tries, as Livernash points out, the in
tegration of market and power vari
ables is an old problem on which no 
more than modest progress has been 
made. A central proposition here will 
be that there need be no conflict at 
all-provided the competitive hypothesis 
is interpreted in terms of power forces 
and we can shake loose from the classical 
equilibrium demand-and supply anal
ysis of price formation which still seems 
to exercise an almost hypnotic influence 
in the writing and teaching of metro
politan theorists of the orthodox school. 

• Livernash, E. R. Wages and Benefits. A 
review of recent research. I. R. R. A. 1970. 

8 Corina, J. Labour Market Economics. 
Heinemann. 1972. 
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Bohm Bawerk 
Bohm Bawerk4 almost sixty years 

ago set in opposition "power" and "na
tural" economic laws, and posed the 
issue as the necessity to determine the 
exact extent and nature of the influ
ence of both factors to show how much 
one factor may accomplish apart from, 
and perhaps in opposition to, the other. 
His own-inevitable-conclusion was 
that, in the long run the working of 
the "purely economic order" would 
triumph over any temporary aberra
tion caused by the use of "power" forces 
either in the commodity or the labour 
market. Dunlop5 dismisses any no
tion of a "political" or "power" theory 
of wages as simply confusion and 
roundly asserts that all wage theory 
is in a sense demand and supply anal
ysis. A wage is a price and the wage 
structure is a subsystem of prices. . . . 
there is no special or peculiar "demand 
and supply" theory of wages. Even so 
he goes on to develop his concepts of 
job clusters and wage contours which 
have little apparent relationship to the 
competitive market model. Clark Kerr6 

argues that neither market forces (which 
he calls "individual response") nor 
power forces (which he calls "institu
tional behaviour") can in isolation ex
plain the phenomenon of wage structure 
but he gives no clue as to how, if at all, 
the two approaches might be reconciled. 
Ozanne, from empirical studies, came 
to the conclusion that collective bar
gaining (i.e., "power" forces) has 

' Bohm, Bawerk E. Control or Economic 
Law (1914). Translated by ]. R. Mey as 
quoted by Kerr, C. in 'Market or Power 
Forces.' Report of I. E. A. Conference. 1957. 

• Dunlop, ]. T. The Task of Contempo
rary Wage Theory. Report of I. E. A. 
'Conference. 1957. 

• -clark, Kerr. Wage Relationships. The 
comparative impact of market and power 
forces. I. E. A. Conference Rep.ort, 1957 
and in Dunlop, ]. T. The Theory of Wage 
Determination. 

• Reynolds, L. G. The Structure of 
Labour Markets. Harper and Row. 1951. 
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dwarfed and all but obliterated the evi
dence of market forces whilst Reynolds7 

stressed that in practical terms keep
ing up with the area had more effect 
on business decisions than any of the 
variables which economists build into 
their models. Chamberlain and Kuhns 
regard as coercive factors in collec
tive bargaining 

(a) the community wage comparison 
(b) the industry comparison 

(c) the wage-profit-price comparison. 

The concept of "pattern" bargaining has 
been widely canvassed, particularly in 
the U. S. A. by writers such as Selt
zer9 in steel, Levinson10 in automo
biles and Carpenter/Handler11 in rub
ber and meat packing. This clearly 
has great relevance in the Third World 
but it does not even begin to resolve 
the basic theoretical conflicts between 
existing "power" and "market" forces. 
Ever since Ross12 mounted his frontal 
attack on the prevailing economic mod
els, as espoused by Dunlop, et al., and 
argued that unions are not business en
terprises, not selling labour and not 
interested in maximising the wage 
bill or any other quantity measured 
in dollars, but are political institutions 
in essence whose central objective is 
survival and growth as a part of the 
labour movement, the conflict of philos
ophies has continued in the metro
poles.13 Ross did not develop his ideas 
of "survival and growth" so far as the 
present writer is aware, although they 

8 Chamberlain, N. and Kuhn. Collective Bar
gaining. 2nd edn McGraw Hill. 1965. 

• Seltzer. Pattern Bargaining. ]. P. E. 
Aug. 1951. 

10 Levinson, H. M. Pattern Bargaining. 
Q. ]. E. May 1960. 

11 ·Carpenter, W. Small Business and Pat
tern Bargaining. Babson. 1961. 

12 Ross, A. M. Trade Union Wage 
Policy. Univ. of Calif. Press. 1948. 

18 Ross later modified his own position 
and appeared to concede that market forces 
have the ultimate control over 'power' forces. 
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are the kernel of what follows. Nor did 
he ever explicitly suggest any amend
ment to the conventional market model 
to incorporate his own power theories. 
This is a pity, for his views speak 
more to the condition of the Third 
World than do those of his contempo
raries. The concept of the union lead
er as in a constant decision-making 
process in trying to reconcile the con
flicting interests of his membership 
within a changing and often hostile 
environment, leaving no room for the 
mechanical application of rules based 
upon some supposed maximisation 
principles strikes a more responsive 
chord in Africa, Asia and Latin Amer
ica than do the elegant formal theories 
of Dunlop, et al.14 

MONEY 

Outlines of a Model 
We may now proceed to sketch the 

outlines of a model which has been 
used in teaching in Jamaica as an at
tempt to reconcile, in the context of 
a Third World audience, the metro-

1. f " k t" d " po 1tan concepts o mar e an pow-
er" forces in the determination of wages, 
which may well be useful elsewhere 
but which has not, so far as the present 
writer has been able to discover, been 
previously suggested in the literature. 
The model begins by assuming a situ
ation in which the workers are orga
nized into a trade union which has 
fairly effective control over the labour 
supply to a particular employer, where
as the employer is conceived to be a 
factory, hotel or other plant with a 

------ -------- -------

.Tt 

FIGURE 
''Pen, J. The Wage Rate under Col

lective Bargaining, op. cit. 
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defined labour force. The model seeks 
to illustrate the process of wage for
mation by assuming that the bargain
ers are talking about money and that 
any fringe benefits can be compounded 
into a specific money cost. In the case 
where the workers are not organized, 
or there are many employers, with the 
classical competitive market seen as 
a limiting case, the basic model still 
holds but the process by which the deci
sions are reached differs in that col
lective bargaining is absent. The model 
partakes largely of the "power" con
cept, but translates this into terms of 
market forces at the expense of aban
doning the traditional demand and sup
ply curves and indeed the whole con
cept of "equilibrium". Although here 
discussed in terms of wage formation 
(the total wages being translated into 
individual wages by means of an as
sumed wage structure) it is clear that 
it has implications for price formation 
in commodity markets. Furthermore, 
the model can be aggregated to en
compass macroeconomic relations and 
easily adapted to a version of the Mal
thusian theory of population. 

As a first approximation it is as
s~med that the union is bargaining 
wt~h the employer, commencing negoti
ations at time T1 and the situation is 
"all or nothing." The union wants a 
certain sum of money to be paid in 
aggregate to the workers in the plant 
or no work takes place at all. There 
is a limit set by production functions, 
m~rket conditions, government regu
l~tions or the potentiality for migra
tion open to the firm beyond which 
the firm will not go: this is indicated 
by the l~ne Mmax assumed initially to 
be a honzontal straight line. Similarly, 
there is a minimum line Mmln below 
which the workers would not work 
in any circumstances. The union could, 
and would, close the plant rather than 
go below this line. At time Tl the 
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union is asking for Mr (Money re
quested) whilst the employer is offer
ing M0 (Money offered). These initial 
points are likely-but not inevitably
to lie between Mmax and Mmln (call 
them the outer limits) and it is also 
likely, but not inevitable, that Mr) 
M0 • If Mr = M0 and both parti·es 
know it there is nothing to negotiate 
about. The deal is settled at once. 
Somewhere between Mr and Mo (pos
sibly on one of the boundaries) is the 
point Me at which the deal would be 
settled if the bargain is struck at time 
T1. However, this cannot be assumed 
to be an instantaneous process. If both 
parties put their cards on the table at 
once (highly unlikely) it may be that a 
deal is immediately possible. If, how
ever, the union knows (or suspects) 
that the line Mmax is much larger than 
the current M0 the union will argue, 
threaten, delay and generally apply pres
sures to move the employer higher 
towards Mmax. The locus of the Mo 
points is the M0 curve. ·Similarly, the 
employer, sensing the existence of Mmln 
will resist the upward pressure and 
will either hold to the original offer (in 
~hich case M0 is a horizontal straight 
hne) or move asymptotically towards 
the Mmax line. This is the outer limit 
and the employer will resist ever more 
strongly as that line is approached 
which will tend to make the MO surv~ 
logistic in shape as in the particular 
formulation given above. A priori no 
firm prediction can be made about the 
sha~es of any of the curves in any 
particular case. In due time, if a 
bargain is struck at all it will be at 
the point Me, the locus of the M0 curve 
being the set of points at which the 
bargain would have been struck at suc
cessive time periods had a bargain been 
struck at all. The distance Me to Mmax 
can be interpreted in Marxian terms as 
"surplus value." The employer could 
have paid Mmax without being forced 
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to close down. In fact he pays Me and 
the difference Mmax__Me can be re
garded as 'surplus value' or 'exploita
tion of labour' or 'excess profit' or what
ever. In fact it is the reward for su
perior bargaining strength and skill. 

Modifications Suggest Themselves 
Modifications of the basic model in 

Figure 1 immediately suggest them
selves. The line Mmax is unlikely to 
be a horizontal straight line through 
time. Improved technology, discovery 
of newer and cheaper raw materials, 
a government tariff on competing im
ports are obvious factors which could 
alter the locus of this line. The Mmtn 
line is unlikely to be horizontal through 
time, in the medium or long run any
way. Rising expectations of levels of 
living amongst the workers, better out-

lets for emigration, higher educational 
levels, the demonstration effect of high
er incomes in other sectors of the econ
omy and political ferments in newly in
dependent countries are amongst many 
factors which will influence the locus of 
the Mmln line. The initial position of the 
Mr and M0 points at time Tl may be 
little more than informed guesswork. 
The way the curves move through 
time may be difficult to predict and it 
is not suggested that the particular 
shapes shown in Figure 1 are the only 
possible ones. On the contrary, there 
are numerous possibilities. If either, 
or both, parties is/are completely in
transigent the point Me may never 
emerge at all. If the plant perma
nently shuts down by either manage
ment or union decision either the Mr 
or the M0 curve crosses the Mmax or 

Gl2. Qs 

FIGURE 2 
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Mmln lines respectively and operations 
cease. This is just as possible an out
come as the edging of the wage to
wards some "equilibrium" solution of 
the conventional models. 

The model can be adapted to the 
theory of wage determination in a 
competitive market (the implications 
for the theory of prices in the com
modity market will be readily apparent). 

We envisage a firm drawing on a 
catchment area for labour: the more 
labour it employs the larger its total 
wage bill will be. There is no orga
tJisation and therefore no structured 
information system available to the 
employer and he must settle his wage 
bill by a process of observation of in
dividual reactions to the offers he makes. 
Below a quantity of labour Q1 ; no ex
change of money for labour takes place 
at all because Me~ Mmln below Ql. 
Beyond that point up to Q2 the em
ployers total wage bill on offer ex
pands fairly slowly. The expectations 
of the labour force, still above what 
the employer offers in aggregate, rises 
at a steady rate. This would occur if 
the wage rate expected was virtually 
constant and the total wage bill expanded 
only as a function of increasing employ
ment. Beyond Q2 the employer (perhaps 
sensing advantages of economies of 
scale), is willing to increase his total of
fer at an accelerating rate. The workers' 
expectations change little in this case: 
Mr expands only as a result of higher 
employment. The gap between Mr and 
M0 narrows : it may close completely 
over a range. Beyond ga diminishing 
returns are settling in for the employer, 
the slope of the M0 curve decelerates as 
the upper bound of Mmax is approached. 
Once Me = Mmax the employer will 
not-or cannot-pay out more in total 
wages, however much labour he em
ploys. An expansion in employment 
can only come about by a reduction 

'" See footno.te 3, at p. 544. 
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in the wage rate. The wage rate is, of 
cours·e, like a price: it is a ratio be
tween two total quantities, in this case 
total wage bill and total quantity of 
labour exchanged for the wage bill. In 
Figure 2 this is represented by the tan
gent to the angle MeOQ at any par
t;cular point along the Me curve. In 
Figure 2 AOQ2 ~ BOQ3. The wage 
rate has fallen between Q2 and ga. 

Advantages Claimed 
from Formulation 

Several advantages may be claimed 
for this formulation, once any attempt 
at misplaced concreteness and mathemat
ical optimisation has been abandoned. 
It is not difficult to incorporate into 
the model exogenous variables which 
must of necessity be assumed away 
in the traditional analysis. For in
stance, the important role played by 
government policy on the expectations 
of both workers and employers, as 
represented by the loci of the Mr and 
M0 curves. As Ross has pointed out, 
the traditional concept of collective 
bargaining implies that the national 
wages structure will emerge from a 
multitude of uncoordinated bargain
ing decisions, but the economic plans 
of most governments in the Third World 
call for a different kind of wage struc
ture. Figures 1 and 2 above can easily 
be adapted to an analysis of the mac
roeconomic formulation of a national 
incomes policy. Corina15 has suggested 
that the case cannot be overlooked 
for preliminary attempts to construct 
models of the labour market starting 
from propositions within the core of 
industrial relations knowledge and work
ing outwards to the corpus of gen
eral economic theory instead of as
suming that it must always be the 
other way around, i.e., from commodity 
market to industrial relations and wage 
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theory. Pen16 rightly regards wage 
determination as a process of power 
and conflict and not as a process in 
which restrained behaviour-and "ra
tional" behaviour-play any significant 
part. Chamberlain and Kuhn17 have 
warned against the danger of regard
ing collective bargaining as analogous 
to the contract between two parties 
in a competitive commodity market 
where the bargainers need not finalise 
the contract if they cannot agree. In in
dustrial relations, as in marriage, the 
parties must live together in some 
fashion after the bargaining is over. 

The ecological model of industrial 
relations begins with the proposition 
that populations are the inhabitants 
of an ecosystem in which the habitat-

or environment-which is itself evolving 
controls the populations, which in turn 
are themselves modifying the habitat. 
The whole process, following the think
ing of Veblen and the institutionalists 
is essentially evolutionary in character. 
Unfortunately, the American institu
tionalists-including even Galbraith
have never brought themselves tore
ject the static equilibrium analysis of 
the classicals with its omnipotent de
mand and supply curves. Once they 
can break away from this concept and 
see wages-and prices-for what they 
really are, the result of conflict, pow
er and struggle, their evolutionary 
economics will be clearly seen to be 
the most relevant model for the Third 
World. [The End] 

A Theory of Responsive Bargaining 

By SYED M. A. HAMEED 

University of Alberta 

THE CURRENT STATE OF in
dustrial relations theory is show

ing signs of rigor but the constructs 
of a unified theory are still undefined. 
The complexity, multiplicity and in
terdependence of variables have pre
vented an effective unification of con
cepts. The contemporary fresco has 
the following landmarks : 

16 Pen, J., The Wage Rate Under Collec
tive Bargaining, op. cit. 

17 See footnote 8, at p. 545. 
1 John R. Commons, A Documentary His

tory of American Industrial Society, eleven 
volumes (Glendale, California: Arthur H. 
Clark Company, 1910-1911). 

• Selig Perlman, The Theory of the Labor 
Movement (New York: Macmillan Company, 
1928). 

• Frank Tannenbaum, A Philosophy of 
Labor (New York: Alfred A. Knopf, 1951). 

550 

( 1 ) There are three levels of theories : 
(a) At the most fundamental level, 
there are theories of the labour move
ment by John R. Commons, 1 Selig 
Perlman,2 Frank Tannenbaum3 and 
others who attempt to explain the 
phenomenon of worker participation in 
the unions. (b) At the intermediate 
level, there are theories of collective 
bargaining by Neil Chamberlain,4 Jo
seph Shister,5 Reed Tripp6 and others'T 
who attempt to explain the conversion 

• Neil W. Chamberlain, ·Collective Bar
gaining (New York: McGraw-Hill, 1951). · 

• Joseph Shister, "Collective Bargaining" in 
A Decade of Industrial Relations Research, 
1946-1956 (New York: Harper and Brothers, 
1958). 

• L. Reed Tripp, "Collective Bargaining 
Theory" in G. G. Somers, ed., Labor Man
agement and Social Policy (Madison: The 
University of Wisconsin Press, 1963). 

7 S. M. A. Hameed, "A Theory of Col
lective Bargaining," Industrial Relations 
(Laval), Vol. 25, No. 3 (August, 1970). 
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of inputs into wage settlement, web 
of rules and decisions on matters of· 
industrial jurisprudence. (c) At the 
highest level of conceptualization, there 
are theories of industrial relations by 
John T. Dunlop,8 Gerald G. Somers,9 

Jack Barbash,10 Kerr, et al.U and 
others12 who have produced compre
hensive frame of analyses for the un
derstanding of labour, management 
and government interaction and the 
output of the industrial relations sys
tem. 

(2) There is no unifying theme or 
a conceptual system which has inte
grated the three levels, namely, par
ticipation, conversion and output (or 
unionism, collective bargaining and 
industrial relations theories). 

Totality and Interdependence 
of Systems 

An integration of the three levels 
of theorizing is a prerequisite for de
veloping a general conceptual system 
of industrial relations.13 But a unified 
system of industrial relations must 
be eonceptualized not in isolation but 
in the totality of all other systems. 
Any developing or industrialized so
ciety may be regarded as a composite 
of five systems : ( 1) Economic, (2) 
Social, (3) Political, (4) Legal, and 
(5) Industrial Relations. It is not 
enough to observe labour-management 
participation in the industrial rela
tions system but we must also ana
lyze the implications of their partiei-

• John T. Dunlop, Industrial Relations 
Systems (New York: Holt, 1958). 

• G. G. Somers, "Bargaining Power and 
Industrial Relations Theory" in G. G. Somers, 
ed., Essays in Industrial .Relations Theory 
(Ames, Iowa: The Iowa State University 
Press, 1969). 

10 Jack Barbash, "The Elements of In
dustrial Relations," British Journal of In
dustrial Relations, 4 (October, 1964). 

11 Kerr, et al., Industrialism and Industrial 
Man (Cambridge, Massachusetts: Harvard 
University Press, 1960). 
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pation in economic, social, political 
and legal systems. That is possible if 
we develop a conceptual understand
ing of the composition and function
ing of these other systems as well. 

All systems must be treated as in
terdependent systems which have con
ceptual similarities in their strudure 
and processes. In a generalized fash
ion, they could be regarded as having 
the following components: ( 1) Inputs, 
consisting of two identifiable ingre
dients: (a) a summation of individ
ual's participation, (b) outputs from 
other systems. (2) Outputs, consist
ing of (a) tangible or intangible but 
essentially positive goods such as eco
nomic products, social values, wages 
and industrial jurisprudence, legal regu
lations, political decisions, etc., (b) 
tangible or intangible but essentially 
negative goods such as pollution, con
flict, alienation, etc. ( 3) Internal envi
ronment or context consists of physical 
or non-physical properties such as 
natural resources, ecology and shared 
understanding amongst its participants. 
( 4) Conversion mechanisms convert 
inputs into outputs with the help of 
established institutions, technical or 
social processes, and formal and in
formal practices in groups, bureaucra
cies and other power structures. 

Interdependence of Components 
It is not the systems alone which 

are interdependent but the components 
in eaeh system have defined relation-

u Alton W. Craig, "A Model for the 
Analysis of Industrial Relations Systems" 
(mimeographed); also S. M. A. Hameed, 
"Theory and Research in the Field of In
dustrial Relations," British Journal of In
dustrial Relations, Vol. V, No.2 (July, 1967). 

18 See Herbert G. Henerman, Jr., "Toward 
a General Conceptual System of Industrial 
Relations: How Do We Get There?" in G. 
G. Somers, ed., op. cit. 
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ships which are integrated and causal. 
These two characteristics are vital for 
conceptualizing a unified and integrated 
theory of industrial relations. It also 
helps in understanding an inter-sys
tem compatibility of such important 
components as internal environment 
or conversion mechanism. 

Integration and causality of com
ponents in any system may be con
ceptualized in terms of the following 
equations : where E = Internal Envi
ronment, It = Inputs (participation 
of individuals), I2 =Physical or non
physical input from other systems in 
the same society, Is = Physical or 
non-physical input from outside the 
society, C = Conversion mechanisms, 
and P = Personality factors includ
ing knowledge, education, past expe
rience and innovativeness helping in 
the establishment of an inducement
response equilibrium, 0 = output. 

It= f (P) .. . .. . .. . . . . . . . .. . (1) 
C = f (It, I2, Is, E) . . . . . . . . (2) 
E = f (It, I2, Is) . . . . . . . . . . . (3) 
0 = f (It, I2, Is, E, C) ....... (4) 

It may be observed that It (Individual 
participation) is the only autonomous 
variable, determined exogenously. 

Integration of Industrial 
Relations Theory 

The four interdependent equations, 
outlined above, constitute a conceptual 
framework applicable to all the five 
systems in any society, developed or 
developing. It has two primary ad
vantages : ( 1) It places industrial rela
tions system at a conceptual and analyti
cal parity with the rest of the systems, 
making it possible to analyze economic, 
social, political and legal development 
within the same conceptual framework. 
(2) It broadens the scope of analysis, 
that is, in case a researcher wishes to 
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understand the ongtn and nature of 
outputs from other systems, being fed 
into the industrial relations system, 
he could do so without altering his 
tools of analysis. 

Each of the equations is capable of 
being developed into a theory, corres
ponding with one of the three levels 
of theorizing in industrial relations, 
mentioned ·earlier. The identification 
of independent variables in these equa
tiops will assist students and researchers 
to analyze unionism, collective bargain
ing and industrial relations systems at 
aggregative or disaggregative levels. 

Participation: 
Equation 1 <11 = f f.P)) 

Equation (1) is a theory of partici
pation which explains that individuals 
participate in formal and informal 
groups, organizations and larger sys
tems because of: (a) what they are 
(personality factors) and (b) what 
inducement they receive. Figure 1 
illustrates that in a society there is 
a given 

n 
number of individuals (l: Xt) and each 

i=l 
of the five systems has a given num

n 
her of participative roles (l: Y1 ) . It is 

i=l 
possible that due to varying levels of 
inducement offered by industrial re
lations system at different times and 
the changing personality factors, the 

n 
sum of individual participation (l: X 1 

i=l 
n 
~ Y1) may vary. Development of a 

i=l 
system, among other factors, depends 

n n 
upon (l: X1 l: Yi ). 

i=l i=l 
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FIGURE 1 

·Economic 
Sjstem 

INDIVIDUALS 

Personality factors, attitudes 
and inducements 

Some systems invoke higher participa
tion than others at a given point of 
time. The level of individual partici
pation depends upon the urgency and 
hierarchy of needs. Thus, need satis
faction is the stimulus14 for participa
tion in any system. For instance, par
ticipation in economic system satisfies 
basic economic needs such as food and 
shelter; social system satisfies the 
need for status, prestige and affilia
tion ; political system satisfies the 
need for power and dependence. It 
appears that IR system satisfies the 
residue needs not satisfied in other 
systems. Consequently, participation 
in this system is a function of un
satisfied needs in other systems. 

Theorists of the labour movement 
have explained a very specific nature 
of participation, namely, the economic, 
social and psychological reasons be
cause of which workers join unions. 
Protection of wages (Commons), so
cial relatedness (Tannenbaum) and 
job protection (Perlman) are the in-

,. See James G. March and Herbert A. 
Simon, "The Theory of Organizational Equili
brium" in Amitai Etzioni, ed., Comfrlex 
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ducements because of which workers 
join the unions. These theories do not 
explain as to why a large number of 
workers do not join the unions. The 
theory of participation has a two-fold 
explanation: ( 1) Workers will not 
join the unions unless there is harmony 
between the nature of inducement of
fered by the unions and the personality 
factors of the workers. (2) If partici
pation in other groups, organizations 
or systems satisfies the socio-economic 
and psychological needs of a worker, 
he will not join the union. 

This explanation holds not only with 
respect to workers' participation in the 
industrial relations system through 
joining unions but also with respect 
to the participation by other actors 
(i.e., government and the public) who 
primarily belong to political and so
cial systems. Table 1 attempts to specify 
the reasons for the participation by 
various actors in the industrial rela
tions system and in the bargaining 
processes related with the system. 

Organizations (New York: Holt, Rinehart 
and Winston, Inc., 1961). 
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TABLE 1 
Equation (1) It= f(P) 

Dependent Variable Independent Variables 

11 p 

Personality Factors, Attitudes 
Participation and Inducement 

Participation in IR (2)(a) Age, sex, education and 
System: innovativeness 

( 1) by Management (b) Inducement from busi-
ness such as profits, 
prestige, fulfillment. 

(2) by workers joining (l)(a) Age, education, sex, oc-
unions cupation and past expe-

rience with unions 
(b) lnduc·ement from the 

unions such as protec-
tion of wages, job secu-
rity, social relatedness. 

(3) by government (4)(a) Political attitudes of 
government policy 
makers 

(b) Induced to participate 
in IR System to achieve 
approbation of constit-
uents through the 
establishment of indus-
trial peace. 

( 4) by the public (4) Public attitud·e toward ac-
tual or perceived inflation-
ary wage settlements and 
prolonged industrial dis-
putes. 

(5) Participation in (1) (a) and (b)+ (2)(a) and 
bargaining (b) + (3) (a) and (b) + 

(4) +an inducement of a 
possible gain through 
bargaining. 
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Conversion Mechanism: 
Equation 2 (C = f h, l2, Ia, E) 
Equation (2) corresponds with the 

second level of theorizing, namely, col
lective bargaining theories. These theo
ries purport to explain how and why 
labour, management and government 
interact. They generally do not ex
plain the possibility of conversion 
mechanism or collective bargaining 
process itself changing. Whereas, Equa
tion (2) explains that whenever individ
ual participation (11 ), inputs from other 
systems ( 12), inputs from outside the 
society (I3 ) and internal environment 
(E) of industrial relations system 
change, collective bargaining process 
will change. 

<l2) Intersystem Borrowing 
and Systems Compatibility 

or Lag: 
I have indicated earlier that there 

is an interdependence in the systems: 
output from one system becomes in
put in other systems. (See Figure 1.) 
There is also the phenomenon of in
dividual participation which may in
crease or decrease among systems. 
These two factors, accompanied by a 
sufficiently long span of time and no 
new changes introduced in any of the 
systems, indogenously (E) or exogen
ously (I3 ), will produce equilibrium, 
social balance or compatibility. 

Systems are not static. One of the 
primary sources of change, according 
to Equation (1), is through person
ality factors, such as education, atti
tudes and innovativeness which change 
the pattern of participation (11 among 
the systems. Those receiving higher 

n n 
participation(~ Xi~ Y i) will develop 

i=l i=l 
faster than others, creating a systems 
lag. If there are too many lagging 
systems, the strength of (12 ) in bring
ing about a change in the conversion 
mechanism of the industrial relations 
system will be minimal. It is usually 
the economic system which forges 
ahead of other systems but without 
supportive change in social values and 
goals, political and legal innovative
ness, there will be no change in our 
dependent variable (C). 

<Ia) Borrowing from Abroad: 
Apart from the influence of (11) and 

(I2), the industrial relations conversion 
mechanism is also heavily affected by 
inputs from outside the society (Is). 
Societies are no longer closed because 
of national boundaries; there are in
flows and outflows of ideas and ma
terial goods. (See Figure 2.) The 
phenomenon of multi-national firm, 
possible international trade union 
movement, and legal borrowing are 
important ingredients of (18 ). 

FIGURE 2 
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Table 2 provides an illustrative speci
fication of variables in our equation, 
dealing with the nature of conversion 
mechanism. It may be observed that 
the stages of bargaining are in some 
sense evolutionary, dependent upon 
the levels of participation and stages 
of economic development. But as there 
is no clear-cut demarcation between 
various stages of economic, social, polit
ical and legal development in any so
ciety, they could exist simultaneously, 
undoubtedly reflecting the state of in
dependent variables. It should be ex
pected that any of the four indepen
dent variables could have a dominant 
influence on the nature of conversion 
mechanism. For example, during a 
takeoff, a society committed to rapid 
industrialization may want to control 
unions, eliminate industrial disputes and 
introduce legislative measures which may 
leave compulsory arbitration as the only 
compatible conversion mechanism. 

What is the future of collective bar
gaining in North America? The an
swer is not simple but the changes 
among the independent variables, marked 
by asterisks (*) in Table 2 indicate 
that bargaining of the future will have 
to become responsive to the public. 
On the other hand, developing countries 
which are passing through the takeoff 
stage will·continue to have some form 
of compulsory arbitration. Those enter
ing the fourth stage of development 
(Drive to Maturity) with a democratic 
or socialistic system of government will 
have encouraging prospects for establish
ing free collective bargaining. 

Output 
of Industrial Relations System: 

Equations 3 and 4 
E = f (h, l2, Is) and 0 = f 

Ch, 12, Is, E, C> 
Equations ( 3) and ( 4) are in line with 

the third level of theorizing, namely, 
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industrial relations theories. The de
pendent variable in these theories is 
output which is determined by the 
actors, context and ideology (Dunlop) 
or by the dual influence of personality 
and environment (Somers) or by the in
dustrializing elites (Kerr, et al.). These 
theories have a limited scope for ex
plaining a change in their parameters : 
context, ideology, environment or in
dustrializing elites are "given" for these 
theories. But in our system of equa
tions, change in ideology and environ
ment can be explained by Equation 
(3), participation by actors through 
Equation (1) and interaction process 
itself (i.e., conversion mechanism or 
collective bargaining) through Equa
tion (2). 

The output of industrial relations 
system may be defined as web of rules 
(Dunlop), conflict resolution (Somers) 
or productivity, efficiency or allocation 
of monetary or non-monetary rewards 
(Craig). All of these are acceptable 
dependent variables but we need to 
visualize the industrial relations sys
tem as a remedial system which re
ceives inputs from other systems, in
cluding varying levels of labour-man
agement conflict, primarily from the 
economic system. Subsequently, through 
the influence of independent variables 
(i.e., individual participation (I1), in
puts from other systems (I2), inputs 
from abroad (Is), internal environment 
(E) and the nature of conversion mech
anism (C)) industrial relations system 
produces conflict resolution, produc
tivity, web of rules and monetary and 
non-monetary rewards. However, it is 
important to acknowledge at this point 
that one of the outputs is often unre
solved conflict which feeds into oth·er 
systems. In other words, political, so
cial and legal systems may become 
remedial systems for the spillover 
conflict from the industrial relations 
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system. Depending on the efficiency 
of the conversion mechanisms in these 
systems, the conflict may be resolved 
there. If not, it will come back to the 
industrial relations system with added 
social, political and legal overtones. 
Complete nonviability of the systems 
to cope with conflict, implying inef
ficiency of the conversion mechanisms, 
may be anti-thesis in Marxian dialectics. 

Conclusion 
The paper has attempted to provide 

a conceptual framework for integrat
ing all three levels of industrial rela
tions theory. By placing the industrial 
relations system at par with other 
systems, it has broadened the scope 
of analysis, as a researcher may under
take a second level of investigation into 
the nature and causes of inputs com
ing from other systems. Thus, the 
same tools of analysis are helpful in 
the understanding of development in 
other systems. 

The conceptual framework has in
cluded the inputs from outside the so
ciety which means that societies need 
not be treated as closed ·entities but 
integrated and dynamic. This will be 
particularly useful for the industrial 
relations system where the analysis 
of the operation of the multi-national 
firm demands a broader framework. 

The variables used in our equations 
are broad and unspecified but depending 
on what is to be explained, appropriate 
equation may be defined in operational 
terms. Tables 2 and 3 illustrate how 
the variables may be specified. How
ever, they can always be identified 
differently, depending on the desired 
specification of the model for research 
purposes. 

There is an interdependence among 
the variables specified in our four equa
tions. The lines of causality are also de
fined in each equation, implying that 
there is a potential for making pre
dictions for the future. [The End] 

A New System of Peonage-

A Challenge to Industrial Relations 

By DAVID W. SALMON 

Western Conference of Teamsters 

D URING THE MEDIEVAL PE
RIOD in Europe, the insecurities 

of agricultural workers provided the 
cement which held the Manorial sys
tem together. In return for protection 
against robbery and invasion by out
siders, the feudal lord insisted that the 
worker labor for him, assist in his 
raids and brigandage, and follow him 
into war. It was a mean bargain and 
great exploitation resulted. The point 
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to note, however, is that the extreme 
insecurities of the workers (economic, 
physical, and psychological) laid the 
groundwork for the bargain. 

Even though the national state later 
was established and the industrial and 
commercial revolution spread, the basics 
of lord-serf relations continue to this day 
in some parts of the world. The peon 
in Latin America and the indentured 
servant in North America tied by formal 
agreement are residues of this system, 
and the peon often deliberately keeps 
himself in debt to secure the minimum 
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protection that the indenture provides. 
Too often we emphasize economic and 
minimize psychic factors. 1 

The object of this paper is to sug
gest that a new peonage system may 
be at hand, though it will involve in
dustrial rather than agrarian workers. 
The insecurities of workers who are 
a part of modern industrial systems 
are growing daily both in number and 
intensity. They may loosely be de
scribed as the insecurities of affluence 
which result from congested, complex, 
high-speed living and the general feel
ings of inadequacy and fear of an un
known future which is emerging rapidly. 

In the new system, the worker would 
not pact with an individual lord or 
patron but rather is likely to pact with 
the Government and its bureaucracy. 
The industrial-individual pact would 
be more formal. Rights and obligations 
would be more specific and identifiable, 
and they would be more enforceable. 
Moreover, the pact would be subject to 
renegotiation as personal needs and na
tional political and economic conditions 
change. If such a system should come 
to pass,, again the cement would be 
the insecurities of a great many workers. 

What then are some of the long-term 
insecurities that industrial, commercial, 
and governmental workers feel might 
induce them to make individual pacts 
with government? 

Fear of Being Denied 
Personal Choices 

In large-product societies, industrial 
workers are becoming increasingly 
aware of alternative life styles with 
many options. Many feel that in an 
affluent society they are entitled to 
secure a proper job that will facilitate 
and finance the type of activities, di
versions, and family associations which 
they desire. Training, retraining, and 

1 For example, long-time prisoners often 
are unable to adjust to freedom at the end 
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locating the proper job are essential 
to finding a satisfactory life. This usual
ly involves time and money costs that 
are difficult to meet. 

Fear of Loss of Income 
The desire for steady, reliable in

come is understandable, for people want 
· to be able to plan ahead. Fear of un

employment due to discharge, disabil
ity, or closing of a business is still 
alive even with workmen's compensa
tion and unemployment insurance. A 
cut in pay is a serious matter. The 
worker also fears a loss of income be
cause of rising tax rates or because 
of galloping inflation. Even those work
ers who are protected by strong col
lective bargaining agreements and whose 
wage increases have exceeded the rate 
of inflation over the years are fearful 
of future reductions of standards. 

Perhaps the greatest fear that remains 
is that the work place will erode and 
the worker be displaced. Termination 
of production units is commonplace. 
Large companies and big governments 
readily open and close establishments 
and switch operations thousands of 
miles away. Even the wealth which 
foreign trade produces has its offset
ting insecurities as entire industries 
may fall in homage to comparative 
advantage. 

Fear of Not Being Able 
to Increase ReallncDme 

Aside from wanting and needing 
increasing income as his family grows, 
a worker needs to feel that his accomp
lishments are becoming greater with 
age and experience. Income is supposed 
to reflect improved performance. Merit 
increases and promotions are impor
tant to worker morale. Aside from this, 
workers expect to receive additional 
income each year which comes from 

of their term and seek to return to their 
"hellhole". 
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increased productivity of the company, 
industry. or economy. Fortunately for 
morale, wage increases resulting from 
moderate inflation (when it is relatively 
unobservable) give workers a feeling 
of improvement. Typically this is re
flected in each newly negotiated col
lective bargaining agreement or raise 
the boss gives. 

Fear that Retirement Income 
Will Be Inadequate 

Every man fears what might hap
pen to him in his advanced years when 
he is obliged to retire.2 Much has been 
achieved by social legislation and pen
sion plans but not enough to calm fears 
of workers.3 Apart from the problem 
of having a reliable source of continuing 
real income is the desire to enjoy a 
standard of living commensurate with 
the working-life standard. This is the 
time of life, too, when medical bills 
can wipe out what otherwise would 
be adequate income. 

Frust-ration 
with the Social Compact Process 

Daniel Bell points out that: 
post industrial society is a "game 

between persons" that requires increas
ing amounts of coordination, especially 
when the game is carried on in a visible 
political arena rather than through the 
"invisible hand" of the economic mar
ket place.4 

Problems of the "coordination pro
cess" are that it requires continuous par
ticipation, greater exchange of infor
mation, more and more personal in
teraction, involved planning and delay, 
and finally wider and more detailed 

• The issue of retirement is being more 
realistically viewed by workers when they 
seek reduced levels of activity and longer 
periods of rest and relaxation after age 
fifty-seven. Work practices are slow, how
ever, to accommodate to this need. The 
current pension system freezes a worker 
into the more difficult job. 
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regulation. Workers are well aware 
of the confusion and delay of today's 
social process and they are impatient 
with it. For example, they know how 
long it takes to negotiate a contract 
and how the imprecise document is 
subject to a myriad of interpretations. 
They know too that wage and price 
controls are difficult to formulate and 
that their application requires many 
adjustments that are difficult to ex
plain. The democratic process is wear
ing, time-consuming, and too often 
indeterminate, and workers would be 
much happier if their basic standards 
of living could be assured and main
tained while all of this confusing co
ordinating process is going on, espe
cially since they have little confidence 
in phantom leaders in business, labor, 
and government. 

Trade Union Performance 

Trade unions have served to offset 
some of these insecurities, and by and 
large have performed well until recent 
years when the tempo and complexity 
of change have accelerated. Now they 
are only moderately successful in off
setting the impact of business mergers 
and shut-downs. Seldom is the trade 
union and collective bargaining rela
tionship sufficiently broad to respond 
fully to branch closing by national and 
international corporations. Even the 
hallowed programs of pension and health 
and welfare are spawning their own 
insecurities. Congressional inquiry is 
documenting what many workers have 
felt, namely that their pensions are not 
necessarily secure. Portability and vest
ting rights are not satisfactory, and 

• Current legislative proposals on pension 
reform underline that insecurity. 

• Daniel Bell, "The End of Scarcity?", 
Sat1trday Review of Sciences, Vol. I, Number 
3 (March 24, 1973), pp. 49-52. 
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many plans are poorly structured and 
administered. Moreover, rules and ac
tuarial computations are-or seem
to be so intricate that workers are 
often uncertain that they will qualify, 
until they actually receive the first 
pension check. 

Medical care programs also seem to 
be resting on a bed of sand. Tremendous 
efforts must be exerted ·even to main
tain the level of benefits as medical 
care costs escalate more rapidly than 
other basic service costs. The mere 
fact that increasing billions of dollars 
are available, while the supply of ser
vices is relatively fixed, makes for an 
inevitable price rise. Up to this tim-e 
unions have been able to do very little 
to offset the monster they have helped 
create. 

By and large, economic gains from 
collective bargaining have kept up with 
inflation and increased productivity. 
Nevertheless, in recent years workers 
under these agreements are fearful that 
they might fall behind and thus press 
their leaders to over-compensate for 
the inflationary factor. 

Down deep the worker knows that 
the economy is strong and that the 
major industries are run by powerful 
corporations that have great capital 
and managerial resources. He knows, 
too, that wealth will continue to be 
. widely distributed because of the con
tinuing efforts of trade unions, the 
constant effort of governments, and 
the system's need for ever increasing 
consumption. 

But a world of plenty is not suffi
cient for many, who would be more 
interested in a firm commitment to 
them, as individuals, regarding their 
present and future share. 

In order to determine the possible 
nature of the individual pact, some 
attention must be given to the objec
tives and n·eeds of those who oversee 
the economy. It is obvious that those 
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who govern also want to lessen the 
pain, delay,, and unreliability of the 
consolidation process. A hoard of rest
less natives can defeat the equilibrating 
efforts of a government even when 
the work is being done in their behalf. 
In Japan the "faith" has seemed to hold 
in recent years. Workers in govern
ment and large industries have felt 
secure in their futures and have con
fidence in their system, its stability, 
and its ever upward movement. In 
some European countries, the avail
ability and exploitability of imported 
workers have given national workers 
a fair assurance of a stable future. 
Workers in the United States and Great 
Britain, however, seem to lack these as
suring factors. 

If a larger part of the work force 
could be made to feel more secure, it 
could be reasoned, then the coordina
tion process could be simplified and 
expedited. All sorts of problems, wch 
as unemployment, foreign trade, cy
clical maladjustments, protection of 
natural resources, and pursuing spac·e 
and medical care projects, could be more 
easily approached. Moreover, costly and 
debilitating work stoppages would be 
less likely, especially in utilities and 
government services, and the pool of 
labor could be more carefully nurtured, 
guarded, and balanced. Governmental 
decision could round out the profile 
of wage allocation rather than relying 
on the current pecking order as a 
method of determining the fair share. 
In the Beginning 

Perhaps the new peonage system 
will get into stride as an extension 
of the career education programs that 
are sweeping the country. The discon
tent of the young people in the 1960's 
centered on the traditional education 
system and the "establishment way of 
life." Educators are responding to that 
discontent by affording students the 
opportunity to explore and participate 
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in various worlds of work so that they 
might choose a job that will finance 
and complement the type of life style 
they might choose to lead. When they 
determine the probable type of work 
they want, then an effort is made to 
offer the training which will prepare 
them to do such work. 5 

Clearly this is an ideal time for a 
future member of the work force to 
make a pact with government. Tui
tion and "paid-lost-time" are needed 
at this stage. The parents of the young 
person would welcome the relief so 
that they could concentrate on pre
paring for their retirement. Such financ
ing would permit early marriages which 
are biologically sound but which now 
are economically unwise. The indebt
edness would not be to parents, and 
the young people would be free from 
everyone but their patron state. And 
in later years, when the new "family 
is "a-building", an opportunity to change 
direction or get additional training 
might be most welcome, especially if 
family needs could be cared for in the 
regeneration period. 

Guarantees and Troths 
This would be an appropriate time 

to get a young person to come to terms 
and sign a pact. To be underwritten 
for life, he need merely qualify and 
sig-n the contract with the appropriate 
agency. The contract would facilitate 
his occupational gestation period, would 
take care of his financial needs in per
sonal crises, and would establish an 
economic base upon which he could 
plan his career and retirement. 

Initially a fund would be estabished 
in his name from which he would 
draw for his training (and possible 
retraining at a later date) and from 
which insurance would be purchased 

" Even older people are reevaluating their 
way of life and are looking to other jobs 
that will permit more satisfactory living. 
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which would pay his medical costs, 
out-of-work and lost-time benefits, and 
his retirement income and medical care. 
To the fund he and/or his employer 
would contribute appropriate payments 
to keep the fund in balance-overtime. 
Of course, the fund would be balanced 
in terms of real rather than current 
dollars. 

The pact would be subJect to re
negotiation as personal occupational 
desires changed and as needs for varying 
types of skill changed. Geographic 
mobility would be permitted, and the 
worker would be able to work in both 
the protected and unprotected sectors 
of the economy. 

In return for this priming and these 
guarantees, the worker would expect 
to have his wage level determined by 
government edict when working in the 
protected sector. He would understand 
that while his wages would keep up 
with inflation, they would follow rather 
than precede the price level increases. 
He would understand, also, that his 
social security and education payments 
would be higher than non-pact work
ers and that non-pact workers might 
receive "windfall" increases that h·e 
would not be able to enjoy. More
over, he would be subject to early re
tirement or be called back from re
tirement as public policy demanded. 

The Dual System Outlined 
A possible move to make the indus

trial economy manageable is to divide 
it into two sectors which may be de
scribed as the protected or controlled 
sector and the unprotected or free enter
prise sector. The protected sector would 
include all governmental activities at 
all levels. Public utilities, public trans
portation, major governmental con
tractors, and hospitals would also be 
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included. Whether or not basic in
dustries such as steel, auto, and pe
troleum would be included would de
pend upon how closely they are being 
regulated and how much they are be
ing subsidized. Banking and insurance 
might also be included on the same 
basis. While the Japanese Government 
seems to be committed to support and 
underwrite its large corporations, it is 
not clear how far the British and U. S. 
Governments are prepared to go. 

The rest of the economy presumably 
would be free and would continue as 
present. 

In the protected sector of the eco
nomy, the government would establish 
wage rates and fringe benefit standards 
and economic strikes would be pro-

hibited. In the free sector, wage rates 
and fringe benefit standards would he 
determined as present and economic 
strikes would be permissible. In both 
sectors, non-economic strikes would 
be allowed to take their usual course. 
Pact-workers, however, would not be 
able to draw from their lost time fund 
account. The possibility of general or 
political strikes would, of course, be 
much greater. 

Obviously labor relations in both 
the protected and the unprotected sec
tors would change substantially from 
present patterns. Assuming workers 
would continue to want labor organi
zations, four types of relationship would 
exist. 

worker employer 

Protected 
Economy 

Free Enterprise 
Economy 

l. Government would determine wage 
rates and other economic benefits of 
workers (Unions would be involved 
in the political process). 

2. Wage rates and benefits would 
be determined as at present in the 
private economy. 

3. Government would set wage rates 
and benefits, presumably at a higher 
rate to offset the economic and psychic 
advantages that pact employees enjoy. 

4. Individual employers would set 
wage rates and benefits but either the 
pact employees or the employer would 
pay the higher security payments to 
the individual account. 
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Changing Role 
of the Trade Union 

If the individual compact came in
to wide use and became a pervasive 
governmental trade off, trade union 
functions in the United States would 
change substantially as would the frame
work of their organizations. The es
sential service of the trade union is 
that of representation. Too often, how
ever, this has been equated with col
lective bargaining for economic ends. 
Actually the most significant function 
is protecting the rights of its members 
and standing up to management, both 
private and public. as an independent 
agent. 
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Clearly the collective bargaining agree
ment would still be used to secure that 
representation, and to provide for many 
conditions not covered by the law or 
by individual worker pacts. In addi
tion to the union contract, the union 
representative would oversee the proper 
execution of the law by employers and 
governmental agencies. Moreover, he 
would oversee the proper execution of 
the individual pacts. Unions would 
participate more fully in the political 
process, though undoubtedly they would 
be called upon to represent a much 
wider constituency than is the case 
at present. 

The problem of industrial versus 
craft unions would become increasingly 
complex. In the protected sector at 
the local level, craft organizations would 
undoubtedly dominate. In the free sec-

tor, the present pattern of craft and 
industrial organization would persist. 

Conclusion 
As modern industrial society be

comes more prosperous and complex, 
as international economies impose upon 
and draw from each other, as economic 
controls and regulations become more 
eminent and require more precise tun
ing, and as the mass of workers as in
dividuals seek greater economic security 
in a rapidly changing world, so the 
role of government in the economy 
will change and so the role of trade 
unions will be altered. Probably the 
trade union function will be less di
rected to economic items in the future 
and more heavily directed to local work 
conditions and the enforcement of work
er rights, under the laws, administra
tive rules, and individual prerequisites. 

[The End] 

Applying a Theory of the Future 

of Industrial Relations to North America 

By MARK THOMPSON 

University of British Columbia 

T HE TITLE OF THIS SESSION 
has an optimistic ring to it-im

plying that there are several theories 
of the future of industrial relations 
sufficiently well developed to form the 
basis of an extended discussion. In 
fact no such mature theory presently 
exists, though there has been encour
aging progress. Strictly speaking, al
most any theory yields predictive 
results, but the few theoretical state
ments in industrial relations do not 
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produce useful forecasts. Despite their 
criticisms of industrial relations theory, 
economists and sociologists have not 
provided theories of the future of 
industrial relations either. Despite 
these shortcomings, there is a body 
of predictive literature in industrial 
relations, and the beginnings of a 
formal theory of the future which 
can be tentatively applied to North 
America. 

Most forecasts of the future of in
dustrial relations have been conserva
tive, both in method and prediction. 
However, a brief review of the major 
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efforts of the past twenty years pro
vides a number of useful insights.1 

Efforts at prediction in the social 
sciences may be organized into three 
broad categories, each highlighting a 
different analytical method: conjec
tural forecasts, extrapolations and 
developmental models.2 Despite the 
risk of arbitrarily assigning predic
tions to one of these groups, the 
division appears valid for industrial 
relations. 

Conjectural Forecasts 
Conjectural forecasts are based on 

normative principles or extensions of 
one or two trends currently discern
ible, without attempting to explain 
the process of change. The most com
mon examples of this genre concern 
the U. S. labour movement. Intellectuals 
sympathetic to organized labour have 
predicted declining importance for 
unions, basing their forecasts on 
changes in the American economy, 
especially the declining proportion of 
the labour force in heavily-unionized 
industries and occupations. Believing 
that the labour movement needs greater 
social conscience, and expanded po
litical action to cope with the new 
socio-economic environment, these 
writers have urged labour to broaden 
its perspectives.3 

1 A review on a wider scale is in Mark 
Thompson, "The Prospective Literature on 
Industrial Relations", International Institute 
of Labour Studies Bulletin, No. 8 (1971), 
pp. 165-179. 

a Ernst B. Haas, Collective Security and 
the Future International System, (Denver, 
Colo.: University of Denver Monograph 
Series in World Affairs), Vol. 5, Mono
graph No. 1, 1967-1968, pp. 4-6. 

3 Perhaps the best known author of these 
forecasts is Solomon Barkin. Arguments 
he raised are s·ummarized and discussed in 
Solomon Barkin and Albert A. Blum, eds., 
"The .Crisis in the American Trade-Union 
Movement," The Annals, (Philadelphia: The 
American Academy of Political and Social 
Science, 1963). See also Albert A. Blum, 
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Extrapolations 

Extrapolation is a more systematic, 
though less daring, technique for 
dealing with the future. It entails 
the projection of current trends, es
pecially those subject to quantifica
tion, without examining the under
lying variables that might explain 
the process of change. Surveys of 
expert opinion, including the Delphi 
Method, are included in this category. 
Though extrapolation is the most 
frequent type of prediction, most ex
amples of this type about industrial 
relations treat only limited aspects of 
the field. 

Extrapolations have been used most 
frequently to forecast trends in union 
membership. These predictions are 
based on projected changes in the 
structure of national labour forces, 
analyses of previous fluctuations in 
union membership, discussions of gov
ernment and employer policies, busi
ness cycles, etc. In North America, 
they have forecast stability or decline 
in union membership.4 

A classic technique for prediction 
is the use of opinion surveys of ex
perts in a particular field, with the 
resulting forecasts consisting of ag
gregations of views collected.5 The 
Delphi Method is a newer and more 

"Union Prospects and Programs for the 
1970's,'' IRRA Proceedings (December 23-
29, 1970), pp. 136-143; Joseph Beirne, New 

· Horizons for American Labor (Washington: 
Public Affairs Press, 1962); Gus Tyler, 
The Labor Revolution (New York: The Vik
ing Press, 1966). 

• Cf. Joel Seidman, "The Sources for 
Future Growth and Decline in American 
Trade Unions,'' IRRA Proceedings (De
cember 28-29, 1965), pp. 98-108; Abraham 
L. Gitlow, "Trade Union Prospects in the 
Coming Decade," Labor Law Journal~ Vol. 
21 (March 1970), pp. 131-158. 

5 Edward R. Curtin and James K. Brown, 
"Labor Relations Today and Tomorrow," 
Conference Board Record, August 1968, pp. 
46-55. 
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sophisticated type of survey, consist
ing of a series of questionnaires inter
spersed with controlled opinion feed
back in an attempt to achieve 
consensus among a group of experts 
without actually bringing them to
gether. The first use of this method 
for industrial relations seems to have 
been a forecast of trends in employee 
benefits in the U.S., resulting in pre
dictions of slow change. 6 

Developmental Models 
The third, and most sophisticated, 

method of a prediction is the con
struction of selective developmental 
models. Strictly speaking, this pro
cess requires the establishment of a 
base period, identification of data, trends 
and key variables, and the selection 
of elements whose change is to be 
examined. The model explains changes 
in relation to base period data con
ceptually. Theories in this category 
should provide the most useful pre
dictions for the future of industrial 
relations. Although few prospective 
studies of industrial relations me·et 
all of these criteria, there have been 
a number of efforts to predict new 
relationships in a systematic way, 
including specification of variables and 
description of the process of change. 
By accepting this rather broad defini
tion of developmental models, a num
ber of forecasts of industrial relations 
fall into the classification. 

At the international level, the most 
ambitious model is Industrialism and 
Industrial Man._ with its classification 
of nations according to dominant elites. 
Though rich in insights, this study 
does not provide a theory of the fu-

• T. ]. Gordon and R. E. LeBlue, "Em
ployee Benefits 1970-1985," Harvard Busi
ness Review, Vol. 48 (January-February 
1970), pp. 93-107. 

7 Richard A. Lester, As Unions Mature 
(Princeton: Princeton University Press, 1958). 
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ture of North American industrial 
relations. It forecasts industrialism 
leading to "pluralistic industrialism," 
described in general terms. At that 
level of abstraction, pluralistic indus
trialism resembles the existing indus
trial relations system in the nonagri
cultural sectors of the U. S. and Can
adian economies. 

At the national level, Lester devel
oped a model applicable to the North 
American industrial relations systems, 
based on the internal development 
and external integration of American 
unions and labour-management rela
tions.7 None of these models was 
intended to be a theory of the future, 
and none systematically incorporates 
variables external to the industrial re
lations system. Moreover, none gave 
any indication of the most significant 
change in North American industrial 
relations during the 1960's, the rapid 
spread of unionism and collective bar
gaining in the public sector. 

The most recent effort to predict 
the future of industrial relations is 
Robert Cox's series of model indus
trial relations systems for the year 
1985. Drawing upon theories of polit
ical development, this is the first 
explicit attempt to predict future trends 
in industrial relations on a world
wide basis. 8 Although not yet fully 
developed, the framework may be the 
most useful starting point for exam
ining the future of North American 
industrial relations. 

The level of Cox's systems falls be
tween the major developmental mod
els discussed earlier. Unlike the au
thors of Industrialism and Industrial 
Man, Cox does not assume a single in-

"Robert W. Cox, Jeffrey Harrod and 
Others, Future Industrial Relations: An In
terim Report, (Geneva: International In
stitute for Labour Studies, 1972), pp. 1-12. 
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dustrial relations system for each na
tion or even for a single enterprise. 
He lists eleven· typologies, eight of 
which appear in North America. The 
Cox framework also includes all cate
gories of a labour force-union and 
non-union, industrial, agricultural, etc. 
Treating industrial relations function
ally as "social relations in produc
tion," he sees the problems of industrial 
relations systems as regulating produc
tion, distributing income, integrating 
groups into society, regulating deci
sion processes, and maintaining the 
legitimacy of the system. Thus the 
typologies link industrial relations mod
els with broader societal development. 

The scope of Cox's framework in
cludes systems ranging from the most 
primitive to the most advanced socio
economic systems. In order of in
creasing complexity, his models are: 
subsistence, peasant-lord, primitive 
labour market, enterprise labour mar
ket, enterprise-corporatist, bipartite, 
tripartite, state corporatist, mobiliz
ing, socialist (i.e., Communist), and 
self-·employed. In applying these ty
pologies to North America, the most 
important in terms of number of work
ers covered are: enterprise labour 
market (37 percent of the labour 
forces), bipartite (27 percent), and 
enterprise corporatist (20 percent). 
The tripartite model, with 3 percent, 
should also be considered because of 
its ties with the bipartite system. A 
brief description of each model illus
trates the application of the frame
work in North America. 

In the enterprise labour market 
system, employment conditions are 
regulated by the labour market, with 
only limited intervention by either 
government or unions. In the U. S. 
and Canada, this system includes most 
employees in small business, many 
white collar workers in the private 
sector, and large numbers of service 
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workers. The bipartite system exists 
where unions represent workers, and 
bargaining with minimal government 
supervision establishes conditions of 
employment. Most unionized indus
tries in the private sector in North 
America are in this model. However, 
when the government takes an active 
role as a third party in labour-man
agement negotiations, or in the estab
lishment of terms of employment, a 
tripartite system prevails. During Presi
dent Nixon's Phase II, much of the 
U.S. economy was in a tripartite sys
tem. In more normal times, trans
portation and other industries heav
ily involved with the public interest, 
(especially in Canada) are part of a 
tripartite system. In the enterpris·e
corporatist system, "established" em
ployees voluntarily limit their mobil
ity after a trial period in exchange 
for employment security guarante·ed 
by the enterprise. Trade unions, 
where they exist, are weak, with an 
orientation toward the enterprise (with
out necessarily being employer-domi
nated). Management is relatively pa
ternalistic. Employment conditions are 
established bureaucratically, with minor 
elements of bargaining. The large 
enterprises described by Galbraith in 
The New Industrial State, or civil ser
vices, are examples of this model. 

System Capabilities 
Using this framework, predictions 

about the future of North American 
industrial relations should concentrate 
on developments in the four major 
models found there, or focus on shifts 
among the systems. Though several 
other systems exist in North Amer
ica, they are insignificant numeri
cally, and generally associated with 
less modern social and economic con
ditions. 

Change in an existing model is a 
function of the capability of each 
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system to cope with inputs, and the 
variables most likely to affect indus
trial relations. Some indication of the 
relative capabilities of each system 
may be found in analyses of political 
development, while a variety of fore
casts produce data on variables. 

Building on the conventional notions 
of an industrial relations system (IRS) , 
the environment of an IRS consists 
of several other social systems, spe
cifically the economic, political, social/ 
cultural and international systems. By 
focusing attention on changes in these 
systems as the basic sources inputs 
to the IRS, the predictive power of 
the systems approach may be en
hanced. Inputs are divided into two 
classes-demands and supports. A de
mand is an> expression of opinion re
garding an action by one or more 
actors in an IRS.9 Supports are re
sources devoted to sustaining a sys
tem. Development (or change) re
sults when the demands on actors or 
processes of a system are beyond its 
capabilities, forcing it to change its 
structures or processes. Supports may 
reinforce existing structural arrange
ments or provide resources for minor 
adaptation. Change refers to struc
tural or procedural alterations, not 
to the processing of new demands. 
For example, a shift in the American 
political system might cause amend
ment of the Labor-Management Re
lations Act to include agricultural 
workers. No structural change in the 
U. S. industrial relations systems would 
result, but the bipartite system would 
expand at the expense of the primi
tive labour market. However, pro
longed inflation might result in "per-

• Cf. David Easton, A Systems Analysis 
of Political Life, (New York: John Wiley, 
1965), p. 38. 

1° Cf. Gabriel A. Almond and G. Bing
ham Powell, Jr., Comparative Politics: A 
Developmental Approach (Boston: Little, 
Brown, 1966) esp. pp. 299-332. 
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manent" wage and price controls of 
the European type, bringing about 
the conversion of most of the econ
omy to a tripartite system. 

In general, development in social 
or political systems results in increased 
structural differentiation, cultural secu
larization and subgroup autonomy. 
Greater structural differentiation im
plies the formation of specialized or
ganizations or functions to handle 
matters formerly the responsibility of 
units with more diffuse structures.10 

During the 1960's in the U. S., for 
instance~ many actors in all four ma
jor IRS's established special depart
ments to deal with demands for equal 
employment opportunity. Cultural secu
larization refers to the emergence of 
codified, universalistic rules to govern 
behaviour, replacing rigid diffuse cus
toms. Most secularized processes are 
characterized by accommodative be
haviour. A current example of secu
larization in all four systems would 
be growing acceptance of women in 
many occupations and industries. Both 
differentiation and secularization im
ply the presence of relatively autono
mous subgroups or subsystems. A 
subgroup in this context might be a 
personnel department or a specialised 
government agency as well as a la
bour organization. 

These three concepts may help as
sess the prospects for change or stability 
in an IRS. Experience with political 
systems and other organizations11 leads 
to the hypothesis that IRS's charac
terized by structural differentiation, 
secularization, and subgroup auton
omy will have relatively high capac
ities to cope with demand emanating 

11 Ibid., see also Allan C. Filley, "New 
Directions in Organization Theory," in 
Essays in Industrial Relations Theory, Gerald 
G. Somers, ed. (Ames, Iowa: Iowa State 
University Press, 1969), pp. 90-100. 
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from the environment. Consequently, 
the probabilities of structural change 
are diminished, while the likelihood 
is high that their size will increase at 
the expense of less developed systems. 

Space does not permit a fully de
veloped predictive exercise involving 

System 

Enterprise labour market 

Enterprise-Corporatist 
Bipartite 

Tripartite 

Differentiation 

Low 
Medium 
High 

High 

These rough divisions, obviously 
subject to challenge on many grounds, 
are based on a number of assump
tions, principally concerning manage
ment and labour. The enterprise la
bour market system ranks low on all 
three scales because of the absence 
of specialized personnel systems, for
mal channels for expressing employee 
desires, sophisticated techniques for 
dealing with environmental change, plus 
a general lack of universalistic stan
dards. The enterprise-corporatist model 
ranks higher on the three scales be
cause of the presence of specialized 
industrial relations units, use of formal 
rules to govern the actors' behaviour, 
and the presence of bureaucracies 
characterized by accommodative be
haviour. Uncertainty regarding secu
larization and subgroup autonomy 
arises from emotional reaction of man
agement to government regulation of 
industrial relations negotiation with 
employees, etc. The bipartite system 
ranks high on differentiation since 
management structures are at least 
as specialized as the previous system, 
with the additional element of orga
nized employee representation. Both 
management and labour occasionally 

12 Robert W. Cox, Jeffrey Harrod and 
Others, Future Industtial Relations: An In
terim Report, pp. 13-72. 
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detailed consideration of all these fac
tors. But a brief analysis of the three 
most important elements may provide 
the basis for prognosis. In the North 
American context, one might tenta
tively rank the four IRS's as follows: 

Secularization 

Low 
Medium or High 

Medium 

High 

Subgroup 
Autonomy 

Low 
Medium or Low 

High 

Medium 

exhibit ascnpttve or customary be
haviour. The tripartite system ranks 
highest in differentiation, as many 
specialized organizations exist within 
management, labour and government 
for dealing with industrial relations, 
and the behaviour of the parties is 
closely regulated by universalistic rules. 
However, the dominance of govern
ment reduces subgroup autonomy. 

Even though these propositions are 
applicable for the general capabilities of 
the four systems, it is still not apparent 
that the relative capabilities of the 
four models are identical in process
ing all inputs. Therefore, an assess
ment of the prospects for each sys
tem should include not only consid
eration of relevant inputs, but also 
their probable impact on individual 
systems. 

Probable Inputs 
This framework does not specify 

inputs, but when the models were 
applied initially on a world-wide basis, 
a number of demand and support in
puts were identified in virtually all 
systems.12 In the developed nations, 
there were expectations of continued 
technological change causing a rela-

569 



tive decline in blue collar occupa
tions. Inflation was seen as an inter
mittent, but serious, problem. Even 
in times of price stability, the impact 
of government in economic affairs 
seemed destined to expand, meeting 
commitments to full employment, mini
mum living standards, and mainte
nance of basic services. Continued 
increases in the size of economic units, 
including multinational corporations, 
appear likely. These factors may be 
regarded as demand inputs originat
ing primarily in the economic system. 
The major support inputs were rates 
of economic growth comparable to 
the 1960's, fundamental political sta
bility, and basically peaceful interna
tional relations. 

There is widespread agreement on 
the basic trends for most of these vari
ables in North America, both in pu
lished data and a Delphi survey of 
expert opinion conducted in Geneva 
in 1971.13 Perhaps the most uncer
tain variable in all systems concerns 
possible changes in worker values. 
Earlier forecasts of North American 
industrial relations have assumed sta
bility in values, but student activism 
and reports of industrial unrest among 
young workers in the past five years 
have challenged these assumptions. 
As yet there are few empirical data 

13 Among the most important forecasts 
are: U.S. Department of Labor, Bureau 
of Labor Statistics, The U.S. Economy in 
1980: A Summary of BLS Predictions, Bul
letin 1673 (Washington, D. C.: Government 
Printing Office, 1970), p. 49; Economic 
Council of Canad·a, Seventh Annteal Review: 
Patterns of Growth (Ottawa: Queen's Printer, 
1970), p. 94; Earl B. Dunkel, et al., The 
Business Envirot~ment of the Seventies: A 
Trmd Analysis (New York: McGraw Hill, 
1970), p. 45. 

"The most substantial study supporting 
the hypothesis that values have changed 
is Harold L. Sheppard and Neal Q. Herrick, 
Where Have All the Robots Gone!' (New 
York: The Free Press, 1972), esp. pp. 113-
141; on a more speculative level, see Wil
liam A. Westley and Margaret A. Westley, 
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on the existence and nature of atti
tude changes, so it is reasonable to 
withhold judgment on the current 
values of young workers (as con
trasted with students). 14 Nor is it 
clear that attitudes of young people 
remain stable as they mature and ac
quire new responsibilities.1 r. Existing 
population data contain assurances 
that the proportion of workers in the 
labour force under 25 years of age 
will decline, however. While main
taining these reservations, one might 
assume for predictive purposes that 
young workers will be less authori
tarian than their elders and more con
cerned with the intrinsic aspects of 
work. These changes can then be 
used as inputs to the IRS's. 

On balance, the political and interna
tional systems should provide both 
demand and support inputs. The lim
ited number of demand inputs rela
tive to support leads to the initial 
conclusion that none of the four ma
jor IRS's is likely to disappear by 
1985. Change will take the form of 
shifts in the relative importance of 
each system. 

Application of the Models 
A tentative application of these in

puts confirmed the general assessment 
of the capabilities of the four systems. 

The Emerging Worker: Equality and Conflict 
in the Mass Consumption Society (Montreal: 
MeGill-Queen's University Press, 1971). 
Arguments for relative stability in values 
have been made by Denis F. Johnston, 
"The Future of Work: Three Possible 
Alternatives,'' Monthly Labor Review, Vol. 
95 (May 1972), pp. 3-11 and Robert L. 
Kahn, "The Meaning of Work: Inter
pretation and Proposals for Measurement," 
in The Human Meanitvg of Social Change 
(New York: Russell Sage Foundation, 
1972), Angus Campbell and Phillip E. Con
verse, eds., pp. 159-204. 

'"See S. M. Lipset and E. C. Ladd, Jr. 
"College Generations-From the 1930's to 
the 1960's," Public Interest, Fall 1971, pp. 
99-113. 
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The enterprise labour market system ap
pears less able to cope with change 
in the socialjcultural system than in 
the economic system. This model lacks 
the means to interpret and adapt to 
potential value changes and faces diffi
culty in attracting workers. However, 
"new workers" with little interest in 
careers may prefer to work in enter
prises with low commitment require
ments, thereby strengthening the sys
tem. Similarly, firms in this system 
are not well equipped to avert gov
ernment intervention or influence its 
outcome, though smaller firms may 
escape some government controls. 
Technological change and growing 
white collar employment also seem to 
favour larger enterprises, with their 
research activities, capital, capacity, 
ability to attract highly skilled man
power. etc. The increasing size of eco
nomic units forces smaller firms to 
shift to the enterprise-corporatist sys
tem or be absorbed by it. Units in the 
enterprise labour market system oper
ating in relatively uncompetitive product 
markets will not be seriously affected 
by inflation, since they are small enough 
to escape close regulation. 

The enterprise-corporatist system will 
be adversely affectd by inputs from 
the socialjcultural system and gen
erally benefit from change originating 
in the economic system. Large bu
reaucratic organizations with weak 
subgroups are not well equipped to 
deal with new employee values. Some 
units will become bipartite as a result 
of growing employee protests. On 
the other hand, bureaucratic mech
anisms may be an effective functional 
substitute for autonomous subgroups. 
The enterprise-corporatist system has a 
demonstrated capacity for coping with 
government intervention, handicapped 
only by its large size, which facili
tates regulation. As in the past, the 
shift to white collar occupations will 
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continue to benefit the enterprise-cor
poratist system, but persistent infla
tion will subject it to stringent con
trols, probably under a tripartite sys
tem. Larger enterprises increase the 
importance of the enterprise-corpora
tist system. 

The bipartite model will react con
versely to the enterprise-corporatist. 
gaining from socialjcultural inputs. 
losing from economic change. The 
bipartite system has a high capability 
for translating value changes into 
new outputs for the system and should 
thereby process these changes with 
relatively little disruption. Similarly. 
it has high capability for translating 
value changes into new outputs for 
the system and should thereby pro
cess these changes with relatively little 
disruption. It also has high capability 
for influencing government policy and 
penetrating enforcement agencies to 
limit adverse regulation. On the other 
hand, technological change will con
tinue to erode the membership base 
of this system, but remaining mem
bers can cope with side effects of new 
technology. The bipartite model does 
not have high capability for coping 
with inflation, due to rigidities in col
lective agreements, plus strike levels 
associated with bargaining in times 
of rising prices. If inflation provokes 
wage-price controls, most of the bi
partite system will become tripartite. 
Growth in the size of enterprise may 
favour the bipartite system, already 
well established in some expanding 
enterprises, with evolving mechanisms 
for multinational negotiations. 

Many developments in the tripar
tite system parallel those in the bi
partite model. The major differences, 
of course, lie in relations of the pri
vate parties with government. Ex
perience with government intervention 
should facilitate the actors' coping 
with new regulation. Should inflation 
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become a serious problem, the tripar
tite system will be temporarily dom
inant. Growth in enterprises will also 
increase the likelihood of intervention 
and hence favour the tripartite model. 

On balance the enterprise labour 
market system seems destined to dim
inish in importance, the enterprise
corporatist and bipartite systems should 
expand slightly, and the tripartite sys
tem may expand greatly on a tem
porary basis, while increasing slowly 
over the full period of prediction. The 
last three systems should grow in ab
solute terms. 

These predictions are admittedly 
conservative, in keeping with other 
forecasts for North American IRS's. 
They may well contain a bias favour 
ing group representation, thereby un
derestimating the capacity of the en
terprise labour market model. Though 
some observers find the prospect dis
couraging, there is presently no firm 
evidence pointing to structural change 
in North American industrial rela
tions. Emerging issues should pro
vide many challenges for the existing 
systems, however. [The End] 

Theories of the Future 

of Industrial Relations 

A Discussion 

By FRANCES BAIRSTOW 

McGill University 

ONE COUNTRY'S FUTURE may 
be another country's present: Con

trary to most labour relations pra.c
tice and public policies of the past, 
Canada in the field of public service 
labour relations is not following the 
United States, but is in fact leading 
the way-a situation not without its 
own perils and discomforts. Critics 
may claim that it is incorrect to dig
nify what is happening in Canada as 
part of a theory, unless you can call 
reeling from crisis to crisis a theory. 

What is certain is that our indus
trial relations system in Canada has 
entered a new environment. And sec
ondly, the rules of conventional col
lective bargaining are not operative 
in this new environment. 
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Allow me some background and 
explanation for those of you unfamil
iar with the Canadian system. 

Canada has most of the labour dif
ficulties found in the United States
with the added one of language in 
Quebec. But there is a basic differ
ence in the environments. As a result 
of the passage of the British North 
America Act in 1867, the provinces 
were given the main responsibility for 
public policy in labour relations. Ex
ceptions are transportation, communi
cation and federal government employ
ees. This means that nationwide strikes, 
except of the railway or airlines variety, 
are almost impossible. This limits the 
effects of a strike and complicates settle
ment processes. One illustration has 
been our recent six-months' elevator 
constructors strike which affected all 
provinces, but each province attempted 
to deal with it individually. 
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But there is one area where nation
wide bargaining is carried on. Since 
passage of the Public Service Staff 
Relations Act in 1967, government bar
gaining units have been offered a 
choice of decision methods-either the 
old conciliation system with the right to 
strike if issues cannot be resolved, or 
binding arbitration. Last October, five 
and one-half years after the act went · 
into effect, 81 bargaining units had been 
certified but only 18 had opted for the 
right to strike and only five strikes 
had actually been called. By far, the 
largest number·of disputes were set
tled either by agreement or by volun
tary arbitration. It is worth noting 
that the Canadian government is well 
ahead of the widely heralded recent 
steel agreement to submit n·ew con
tract issues to arbitration rather than 
go the strike route. 

Quebec Goes a Different Route 
Saskatchewan and New Brunswick 

copy the federal plan, while Ontario 
allows arbitration in the public ser
vice but not strikes. Quebec allows 
strikes but not arbitration. The Que
bec government does not approve of a 
third party giving away public money. 

Quebec now has legislation (Bill 
89) before the Assembly. It provides 
that strikes in the public service be 
banned unless and until essential ser
vices are provided. Labour is, of 
course, opposed to this bill. And his
tory in Quebec proves that what is 
unworkable is unacceptable. 

Last spring all the public workers 
in Quebec, over 210,000 of them, were 
engaged in a "Common Front" strike, 
which lasted about eleven days. The 
strike was brought to an abrupt end 
with special legislation and injunc
tions when public clamour rose over 
the deprivations of hospital services, 
in particular. Leaders of the three 
major labour organizations urged their 
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members to defy the injunctions and 
their efforts earned them jail sentences 
of one year each. They are now in
carcerated in a provincial prison and 
providing the focal point for protest 
demonstrations aimed at the "dicta.
torial" government of Quebec. 

One component of any theory of in
dustrial relations is that the system 
of labour relations cannot be viewed 
in isolation. It must be assessed in 
terms of the political, social and eco
nomic climate in which it takes place. 
W·e have eleven industrial relations 
systems in Canada. But it must be 
noted that Canadian scholars have 
yet to identify a Canadian theory of 
industrial conflict. 

In the United States, theory or de
velopment of models has been useful 
in allowing the prediction of, or de
termination of, the causes of industrial 
conflict. Much of this theory has 
been applied in Canada. After all, it 
would be difficult to argue that eco
nomic instability causes industrial con
flict. 

In my remarks I would like to sug
gest a theory with which I am be
coming more and more confident. The 
new environment which I referred to 
above encompasses a different ap
proach to collective bargaining, be
cause we are talking about public 
servants. 

With increased union participation 
and awareness, an inevitable by-product 
is militancy. This in tum stimulates 
a counter-action of a growing disaf
fection with work stoppages in the 
public sector of the economy or the 
service component of the private sec
tor. That disaffection, in practical 
terms, means disaffection with the 
right to strike, since it is unrealistic 
to expect that the employer, when it 
is the government, will retaliate by 
locking out. Efforts to curb strike 
rights gain increasing acceptance. 
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We're talking here about a group 
of organized workers whose level of 
comfort and affluence exceed the wild
est dreams of the downtrodden of 
the dirty thirties. The concept of 
class struggle falls on tin ears. The 
union movement is identified with the 
establishment. The romance of trade
unionism has lost its moral force. The 
public tends to view the contest be
tween the two negotiating groups with 
all the emotion attributed to business 
transactions. 

The really significant feature of this 
new type of public service bargain
ing complete with sanctions is that 
these sanctions-the withdrawal of 
services, are directed not against the 
"bosses" but against the public, which 
means all the private citizens and en
terprises dependent on those services. 

The Service Sector Is Monopolistic 
There are few alternatives when 

the post office goes on strike. Thus, 
when the public interest is so vitally 
affected, citizens are likely to con
clude that they are being victimized. 
They, in turn, exert pressure on their 
elected representatives to set up pro
cedures which will minimize the shock 
to their systems. 

Another phenomenon we have been 
witnessing lately in Canada, more par
ticularly in Quebec, is the politicizing 
of the collective bargaining proc·ess. 
When a provincial government an
nounces general wage policies for the 
entire group of its public servants, it 
should not be surprised when retalia
tion takes the form of "common front" 
negotiations. The rhetoric and gran
diose declarations in the mass media 
tend to escalate and before long the 
politics of collective bargaining be
comes the politics of large groups who 
articulate their conflict in terms of 
"we" and "they". 
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In the last few years we have had 
in addition to several postal strikes, 
Canadian Broadcasting Corporation 
strikes, garbage strikes, Toronto hos
pital strikes, Ontario and Quebec Hy
dro strikes, a Yarmouth, Nova Scotia 
police strik~ and shutdowns of both 
the Montreal and Vancouver harbours. 
Several of these were terminated, as 
in Quebec, by ad hoc legislation. All 
of these events reinforced the public 
antipathy to work stoppages, in which 
the public was the innocent bystander. 

In Canada, we no longer debate the 
right to organize or to engage in 
collective bargaining. That struggle 
has been won. The issue today seems 
to be how do we minimize the harm 
to th·e legitimately uninvolved? I am 
aware, of course, that it is oversim
plistic and inaccurate to characterize 
many of our services today as exclu
sively "public" or "private". This is 
a false dichotomy in our complex econ
omies. The real problem is the im
pact on th·e public. 

Members of the parliament and legis
latures have wrestled with various 
approaches, taking into account "es
sential servkes," public health and 
safety, public welfare, etc. 

The popular solution put forward by 
the lay public is compulsory arbitration. 
It has the attraction of finality and 
sounds fair and reasonable. Where it has 
been tried in Canada, it hasn't worked, 
but it doesn't stop the newspaper edito
rialists from calling for it all the same. 

With the example of the federal 
public s·ervice experience before us, 
and most recently the steel industry, 
voluntary arbitrations of interests dis
putes may be the idea whose time 
has finally come. Of course, I would 
not deny that there are serious prob
lems to be solved if and when volun
tary arbitration becomes widespread, 
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not the least of which is a corps of 
competent, skilled arbitrators. But 
voluntary arbitration comes in many 
varieties and has the advantage of 
flexibility and adaptability. Further
more, it is bound to be an improve
ment over the chaos we have wit
nessed of late in our industrial rela
tions scene. It would also help to 
stave off the substitution of an au
thoritarian mechanism. 

IRRA 1973 Spring Meeting 

The theory I am modestly suggest
ing here is that in this new industrial 
relations environment we will be wit
nessing an adaptation of an old system 
to new requirements. Without the classi
cal profit motive and in the absence of 
a trade union ideology, the motiva
tion on both sides of the bargaining 
table will call for new strategies, based 
on a concern for the public's interest. 

[The End] 
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