INDUSTRIAL
RELATIONS
RESEARCH
ASSOCIATION

PAPERS PRESENTED AT
WASHINGTON, D. C.

December 28-29, 1959



1960 OFFICERS OF IRRA

President JOHN T. DUNLOP

Ezecutive Board DANIEL BELL
EDWARD L. CUSHMAN
MILTON DERBER
WILLIAM HABER
RONALD HAUGHTON
PETER HENLE
JAMES C. HILL
JOSEPH A. LOFTUS
JOSEPH SHISTER
HERMAN SOMERS
ROSS STAGNER
LEO TEPLOW
NAT WEINBERG

D. WOODS

Secretary-Treasurer EDWIN YOUNG
Legel Counsel JESSE FREIDIN
Editor GERALD G. SOMERS
Acting Editor DAVID B. JOHNSON

1959 OFFICERS OF IRRA

President WILLIAM HABER

Ezecutive Board E. WIGHT BAKKE
DANIEL BELL
EMILY C. BROWN
OTIS BRUBAKER
MILTON DERBER
HARRY M. DOUTY
RONALD HAUGHTON
PETER HENLE
HOWARD KALTENBORN
JEAN T. McKELVEY
HERMAN SOMERS
ROSS STAGNER
LEO TEPLOW
HARRY WEISS

(Other Officers same as 1960)

Past Presidents EDWIN E. WITTE
SUMNER H. SLICHTER (dec.)
GEORGE W. TAYLOR
WILLIAM M. LEISERSON (dec.)
. DOUGLAS BROWN
WAN CLAGUE
CLARK KERR
LLOYD REYNOLDS
RICHARD A. LESTER
DALE YODER
E. WIGHT BAKKE



PROCEEDINGS OF TWELFTH ANNUAL
MEETING OF INDUSTRIAL RELATIONS
RESEARCH ASSOCIATION






PROCEEDINGS OF THE
TWELFTH ANNUAL
MEETING

INDUSTRIAL RELATIONS
RESEARCH ASSOCIATION

WASHINGTON, D.C.
DECEMBER 28-29, 1959

EDITED BY DAYID B. JOHNSON

REPRINTED WITH THE PERMISSION OF
INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

UNIVERSITY MICROFILMS, INC.
A SUBSIDIARY OF THE XEROX CORPORATION
ANN ARBOR, MICHIGAN

1966



PUBLICATION NO. 24

Copyright, 1960, By Industrial Relations Research Association

Requests to quote from this publication may be made to the
Secretary-Treasurer of the Association
Sterling Hall, University of Wisconsin
Madison 6, Wisconsin

1960

Printed in the United States of America

ARNO PRESS, INC, N. Y.



Preface

This volume presents the Twelfth Annual Proceedings
of the Industrial Relations Research Association. It consists
of papers given at Washington, D.C. on December 28 and
29, 1959.

Included in the Proceedings are three papers presented
at a memorial session honoring two distinguished members
of IRRA who died during 1959, Selig Perlman and Sumner
Slichter. It was Association President William Haber’s wish
that this session should take the place of the usual Presiden-
tial Address.

One session included in the Program does not appear in
the Proceedings. Because of commitments in connection with
his chairmanship of the Board of Inquiry in the steel strike,
it was necessary to cancel the session on The National Labor
Relations Board in which George W. Taylor was to have
given the paper entitled Collective Bargaining under Govern-
ment Auspices.

This year’s Proceedings contain the usual business re-
ports except that local chapter notes have been eliminated.
During the past year news of local chapters has been in-
cluded in the IRRA Newsletter.

Davip B. Jounson, Editor
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Part I

MEMORIAL SESSION TO THE
LATE SELIG PERLMAN AND
SUMNER SLICHTER



SUMNER SLICHTER: THE MAN, THE SCHOLAR,
AND THE CRITIC OF HIS TIMES

Joun T. Dunror
Harvard University

In the papers of Sumner Slichter was found the following four
or five pages under the intriguing title, Some Things That I Think
and How I Got That Way. From internal evidence, this autobio-
graphical sketch must have been written about 1952.

“l grew up in a university community and come from a family
with a university background. My father was professor of mathe-
matics at the University of Wisconsin, and later dean of the Graduate
School there. He was a man of tremendous erudition and imagina-
tion. He carried his knowledge lightly, but was ready at a moment’s
notice to discuss the latest developments of science in a wide variety
of fields. Although I am the only social scientist in a family of men
interested in the natural sciences, I do not know much science. One
of my brothers is director of the Geophysical Institute at the Uni-
versity of California. One studied chemical engineering but went
into business and became vice president of the Northwestern Mutual
Life Insurance Company; another studied geology and also went
into business. He now owns his own steel foundry in Milwaukee.
My wife’s father was a civil engineer and a member of the engineer-
ing board that conducted the valuation of the railroads for the Inter-
state Commerce Commission. My two sons are both in the natural
sciences—one a chemical physicist at the Bell Laboratories in New
Jersey, and the other assistant professor of Physics at the University
of Illinois. Although my association with natural scientists and
engineers has taught me little science, it has helped me appreciate
the great economic significance of science and industrial research.

I began my university work more or less accidentally at the Uni-
versity of Munich when the family was abroad. I think that growing
up in the Middle West where the future is more important than the
past, and particularly at Wisconsin in the days of the LaFollette
reform movement, were important influences in my outlook. I do
not know how I happened to become interested in economics. Cer-
tainly my interest in the subject, and particularly in labor problems,
was greatly stimulated by John R. Commons, one of the pioneers in
developing labor economics. But I was interested in these matters

hefore 1 got into college.
2
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Commons placed strong emphasis on field work and fact-gather-
ing. My interest in labor problems was stimulated by C. W. Price,
Safety Manager of the International Harvester Company, who came
to Madison to head the accident prevention work of the Wisconsin
Industrial Commission. Largely through the influence of Price, I
spent a summer as a machine hand in the Deering Works of the
International Harvester Company in Chicago, and began a study -of
the then-new subject of the turnover of factory labor. This summer
was 1912. The piece on the turnover of factory labor was published
in 1919.

My first job was with the Federal Commission on Industrial
Relations established early in the Wilson Administration to take a
look at labor problems. Along with a good many other members of the
staff, I was fired in the spring of 1915 because the Commission was
divided over how to spend its money. The majority favored spending
the money on public hearings rather than on more research. I had
become interested in law and was undecided for about two years
whether to go into economics or to go into law. During this period
of indecision I took about two-thirds of a law course at the Law
School of the University of Wisconsin, the University of Chicago,
and New York University.

I finally decided in favor of economics. After a year of teaching
at Princeton in 1919-1920, during which time I was the assistant to
Professor David A. McCabe, I went to Cornell. There I soon got
started on an extensive study of the shop rules and policies of trade
unions. This study was sponsored by the Brookings Institution at
Washington, and I spent three alternate years, 1925-26, 1927-28,
1929-30, in Washington and in the field gathering material on union
shop rules and policies. I was particularly interested in the experi-
ments in union-management cooperation in the shops of the Balti-
more and Ohio and the Canadian National, and in the men’s clothing
industry, and in the Cleveland market of the women’s garment
industry. Material for this work was gathered by visits to shop and
by field work in the several clothing markets, particularly Chicago,
Cincinnati, and Cleveland. The work was published in 1940 by the
Brookings Institution under the title Union Policies and Industrial
Management.

The problems of the economy during the great depression fol-
lowing 1929 led me to become interested in the problems of business
enterprise. I became one of the early critics of the policies of the
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Roosevelt Administration. It seemed quite plain to me that the
attack of the Roosevelt Administration on the great depression was
unduly narrow and based in considerable measure on false premises.
The depression indicated, above everything else, the need for en-
couraging business enterprise and particularly for developing sources
of venture capital. The Roosevelt Administration never adequately
understood these needs. In particular, I dissented vigorously from
the New Deal view that the economy had become mature and was
threatened with stagnation. Although I did not know much science,
my association with natural scientists had been sufficiently close to
make it clear to me that the industrial revolution had a long way to go.
The assumptions of economic maturity accepted by the New Deal
economists and politicians reflected their unfamiliarity with the poten-
tialities of science and technology, and their inability to envisage
the capacity of technological discovery to develop great new invest-
ment and employment opportunities. My views on these issues were
expressed in several articles in the Atlantic Monthly during the de-
pression period and particularly in my presidential address before the
American Economic Association in December, 1941, under the title
“Conditions of Expansion.”

When the Committee for Economic Development was formed in
1942 by a group of forward-looking businessmen who believed that
economic expansion could be successfully encouraged and that the
encouragement of economic expansion was the best way to meet the
post-war economic problems, I was glad to join the Research Ad-
visory Board and to become its chairman. I ceased to be chairman
of the Research Advisory Board about a year ago, but I am still a
member of the Board.

During the war I challenged the widely prevalent view that the
immediate aftermath of the war would be a great economic depression
accompanied by severe unemployment. The country was still so de-
pression-minded that it accepted as inevitable a severe depression
following the great drop in military expendiutres. My view that the
war would be followed by a boom rather than a depression is em-
bodied in a book entitled, “Present Savings and Post-War Markets”,
published by the McGraw Hill Company. This book consists of
articles appearing in the Harvard Business Review--during the war.

During my first five years at Harvard I was almost exclusively
associated with the Harvard Business School. Thereafter my work
became divided between the Business School and the Department of
Economics and the newly-formed School of Public Administration.
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About 1940 I became interested in the Trade Union Fellowship
Project—a plan for giving work in economics and administration to
experienced trade union leaders on absence from their unions. This
plan was originally suggested by trade union leaders themselves and
is still in operation. During the last eleven years about one hundred
and fifty trade unionists have been sent to this course, and some of
them now occupy important places in the trade union movement. The
Trade Union program at Harvard gives real education. It does not
attempt to indoctrinate ; it attempts to develop independent thinkers—
the kind of men who can make difficult policy decisions when they
have to do it on their own.

The great rise of the trade unions made it clear to me that the
policy of encouraging unions would have to be supplemented by the
policy of regulating some aspects of trade union activity. In 1947,
I served as chairman of a tripartite committee appointed by the Gover-
nor of Massachusetts to recommend changes in the labor laws of
Massachusetts. Most of the unanimous recommendations of this
committee were adopted by the Legislature in a law which is now
somewhat misleadingly referred to as “The Slichter Act.”” The
recommendations are particularly important in protecting the rights
of individual members within trade unions and in giving the govern-
ment of the Commonwealth ways and means for dealing with strikes
or lockouts that would imperil the public health or safety.

In 1947 and 1948, I served as associate chairman of the Ad-
visory Council on Social Security of the Finance Committee of the
Eightieth Congess. This committee reached unanimous recommenda-
tions on various changes in the Old Age and Survivors Insurance
Act. The substance of most of these changes has recently been en-
acted into law. Work on this committee led me to challenge the
prevalent view that the solution of the problem of old age security
is to be found mainly in pensions or old age assistance. During the
last several years I have been challenging the practice of automatically
retiring employees at the age of sixty-five.”

This is the end of the quotation written by Sumner Slichter under
the title, Some Things I Think and How I Got That Way.

On this occasion, I wish to add three groups of ideas to Sumner
Slichter’s own words. I think of him as a remarkable and original
scholar ; as a shrewd observer and fearless critic of his times and its
institutions; and as a complex and most generous person.

First, Sumner Slichter was a scholar. He did not have great
command of the literature. He did not have a great personal library.
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He did not approach problems with an explicit general framework
and analytical system. He was often critical of sociology and psy-
chology and related social disciplines. He was not an administrator
and not an administrator of research.

But, he was a most original and distinguished scholar because he
had an insatiable curiosity. He was never satisfied. He could ask
questions endlessly. He spent his time digging, redigging, and digging
again. He was never superficial. He always went for depth. As
a scholar, he was a great believer in inductive methods. He believed
that ideas should grow out of facts. He was deeply opposed to
someone starting an article or a book with an analytical framework
and then looking for the facts. He believed in short chains of reason-
ing. He treated ideas as scaffolds, as they should arise naturally
from continual digging. As a scholar, he had a great preoccupation
with diversity. He was much more interested in why things were
different than why they were the same. Why did some companies
have a lot of wildcat strikes and not other ones? Why did some in-
dustries have seniority arrangements and others had other ways of
making layoffs? Diversity and explanations for diversity were his
major preoccupation. He was also a great and original scholar be-
cause he had a keen insight into the processes of institutional ad-
justment. He had an uncanny and shrewd way of taking a situation
or an institution and finding what were the strategic factors which
were producing change. It was this uncanny faculty that led him
to predict, I believe, more accurately and imaginatively than any
scholar of our time the processes of economic fluctuation and the
course of social and economic change. He saw more clearly than
the rest of us what was coming. And finally, he was most willing
to change his own ideas, perhaps because he was not committed
to any large, analytical system. I think most recently of the change
in his position with respect to the role of wages in a depression and
the stimulating effects which wage rigidity and even wage increases
may have upon the level of output and expenditures.

Second, Sumner Slichter was a shrewd observer and fearless critic
of his times and its institutions. In many ways he will be most
missed in this role. He should not be thought of, of course, as a pub-
licist, but where in the academic world will you find a man who
maintained a reprints list of close to 3,000, who sent each month or
six weeks 400 copies of an analysis of current economic conditions
to the leading bankers, businessmen, government officers, trade union



SUMNER SLICHTER: THE MAN, ScHOLAR, AND CRITIC 7

leaders of this country and abroad? He should not be thought of,
of course, as one who sought publicity and popularity, but he was
clearly the most widely known economist of our time in this country.
He did not have a single message or a sense of mission. I remember
him telling me one day that he had a fixed rule in all public ad-
dresses to the numerous associations of businessmen, community
groups and labor leaders to whom he spoke: “Be sure and tell them
one thing that they want to hear. And be sure and tell them one thing
they don’t want to hear.” He had an objectivity and a dispassionate
consideration of problems that it is hard to portray. He was intoler-
ant of economic nonsense. One thinks of the critical remarks he has
had to say recently about the agricultural policy of the United States
and its enormous waste ; of his scathing criticism of the Eisenhower
Administration and its handling of the 1957 recession; of the auto-
mobile companies for their crazy tailfins and their failure to pay
attention to the size of cars; and of labor and management for various
practices or of the New Deal policies on private investment and
employment. In the capacity of an objective observer of the times
and a fearless critic of policies and institutions he had no peer. And
in this respect, the country has suffered a great loss and is particu-
larly now deficient.

Third, Sumner Slichter was a complex and generous person.
There were not many who knew him well. He was kindly, but not
always did he show it on the exterior. He was very tolerant of in-
tellectual views which differed with his own, provided they could
be supported and argued fearlessly. He drove himself unmercifully
in work. He worked night and day. I shall never forget going to
his bedside the day before he died and talking with him about the
seminar for the term just begun, about how soon he expected to
get out of the hospital, and about the things he wanted to know
concerning the San Francisco AFL-CIO Convention. There were in
front of him notes on a new article he was working. He worked
literally until the last. I say it only because it gives insight into
the kind of person he was.

Sumner Slichter was a remarkable and original scholar; he was
a shrewd observer and fearless critic of his times; and he was a
complex and generous person.



PROFESSOR PERLMAN’S IDEAS AND
ACTIVITIES

PriLip TarFr
Brown University

It is an honor and a privilege to be asked to talk here today.
May I say first that Professor Perlman’s influence was not based
exclusively upon his writings. In some respects the latter played a
subordinate role in molding the views of his immediate students and
others interested in labor and social reform. Those of us who had been
at the University of Wisconsin have long recognized that the continu-
ing influence of Selig Perlman was based upon his constant sifting
of problems, of his sharp and cogent comments upon the contemporary
scene and past events rather than exclusively upon his writings.

Those who were his students, no matter how far our views may
have changed, regardless of our criticism or differences from him,
will always be grateful for the patient understanding, the good humor
and the real enjoyment and excitement which were an inseparable part
of the labor seminars in Madison. Nor should we overlook the
training and the attitude toward data and the universe in question
we acquired. The labor student, at least in my own time and cer-
tainly long before, was inclined to be sentimental, anxious for rapid
solutions, and not always able to accept the harsh realities of the
world. Many of us acquired imperceptibly in Professor Perlman’s
seminars and classes the needed hardening, a respect for facts and
a keener realization of the kind of world in which we were living
and in which we were to pursue our studies and our work. It is in
a sense a minor irony that Professor Perlman, who was not in many
respects a very worldly person, should in his chosen field have shown
greater appreciation for facts and actual situations than many of the
more sophisticated members of the profession.

Professor Perlman usually cut through a problem quickly and
without elaborate analysis. Like Alfred Marshall, he distrusted “long
trains of deductive reasoning,” and he was inclined to look at actual
experience for guidance. He arrived at his conclusions at one leap
in somewhat intuitive fashion. It would, however, be incorrect to
believe that Professor Perlman was a mere empiricist. On the con-
trary, he had a fine mind for theorizing and generalization. He never
disguised his lack of interest in theoretical economics, but it is not

8
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because the ideas and the subject matter were beyond his range;
he was not interested in the theory of the firm or in discovering the
forces which made for economic equilibrium or growth. I think,
however, it is fair to say that Professor Perlman would have made
a first rate economic theorist had he turned his attention to the field.
His love of generalization and his abilities to see the relation of
particulars to the whole would have stood him in good stead, but he
chose to follow other directions.

In most respects he was the gentle type of teacher who allowed
his students to find their own level. Only on rare occasions would he
show irritation at the failure of students to prepare or master the
subject in hand. He was more concerned with the eager student who
came to learn, and the latter was amply rewarded. The good student
had the guidance of a clear and discerning mind, one who was able
to give order to masses of data, and could carve out meaning from
loads of seemingly unrelated facts. Outsiders will never completely
understand Professor Perlman’s capacity for the ordering and arrang-
ing of diffuse and contradictory data into meaningful patterns.

This ability which was exhibited at its best to students in his
classes was based upon an extensive acquaintance with history. He
had a wide and deep knowledge of virtually every European country
and an even better one of Russia. Nor could many people use their
knowledge as effectively. It was to me always a matter of continuing
wonder at Professor Perlman’s intellectual efficiency. The knowl-
edge he had acquired over time seemed to be always on tap to be
used when necessary in relating a new situation to the past, or placing
some novel event in a context in which it could be better understood
and examined, although he sometimes overweighed his discourse with
historical allusions. It always appeared to me that unlike many other
practitioners in his chosen field, he did not always need a large
volume of examples for understanding the current scene. His com-
mand of history, both general and labor, enabled him to fit particular
facts into some more general framework. Although he frequently
was contemptuous of hasty generalization, he usually enjoyed classi-
fying institutions under some common rubric, in order to ilustrate a
pervasive trend in human conduct or experience.

Professor Perlman also possessed great powers for pithy and
epigrammatic expression. His humor was seldom astringent and
never too harsh, but it was sharp and rapier-like which he sometimes
employed to deflate the pretentious and pedantic, usually without
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malice. He reserved his better quips for the classroom, and it was
this medium in which he was most at home and in which he appeared
to find the greatest pleasure. Professor Perlman was an excellent
teacher for those who came to learn. He did not think of himself
as a disciplinarian and students who sought to loaf in his classes
were not seriously molested. But to the student interested in the
topics in hand, he gave of himself freely and uncomplainingly. His
door was always open, and he enjoyed talking about classroom
problems brought before him. He also showed considerable curiosity
about the private lives of his students, and he perhaps knew more
about them than most teachers on the campus. But there was solid
basis to his reputation. Professor Perlman was an investigator of
talent, and he brought with him a capacity for understanding and
an unsurpassed ability to give meaning to the scattered activities of
labor over time.

Professor Perlman’s abilities as an interpreter of the labor move-
ment, his respect for evidence, and his capacity to organize disparate
events can best be appreciated when we recall a fact or two about
his background. Selig Perlman was born in Russia and came to the
United States as a young man. He had already acquired the Marxist
convictions which were part of the ideological trappings of many ot
the Russian intellectual youths of the time. He arrived in this coun-
try under the sponsorship of William English Walling, a practicing
journalist who had become a socialist. Walling was not too happy
in his ideological surroundings, and left the movement because of
the anti-war position of the Socialist Party of the United States. His
interest in the labor movement continued after his departure, and he
became a loyal collaborator of the American Federation of Labor and
its leaders. After arriving in the United States, Selig Perlman came
to the University of Wisconsin, and soon became associated with
Professor John R. Commons, who was then directing the work on
the Documentary History of American Industrial Society, and the
writing of the first two volumes of the History of Labor in the
United States.

Professor Commons regarded the labor movement not only as
a subject of study, but as necessary balance or as one might say
today, a countervailing power to the corporation. The concept of
countervailing power under another name was one that John R,
Commons not only understood but emphasized before it became a
journalistic cliche and a verbal plaything of sociologists. Commons
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was not unfavorable to the modern corporation; he regarded it as
a necessary and even desirable instrument in industrial society. But
he also recognized that the worker, unless he belonged to a union,
was helpless before the might of industrial giants he believed were
an inevitable concomitant of economic change. Consequently, Com-
mons from his study of economic trends came to the conclusion that
labor organizations were a necessary offset to corporate enterprise.
This conclusion reinforced his experiences as a union printer. Com-
mons believed it necessary for labor to exercise a voice over the terms
of employment. To him, it represented an extension of individual
freedom analogous to the kind achieved by capitalists over property
and business in their struggle against feudal absolutism. Instead of
regarding organized labor as an undesirable restraint upon compe-
tition or as a means of training labor cadres for taking over industry,
Professor Commons saw unionism as a means of freeing the worker
from the arbitrary rule of the employer through gaining a voice in
the setting of the terms of the labor bargain. He was also convinced
that joint setting of the terms of unemployment promoted both jus-
tice and economic stability.

These views, based upon an extensive knowledge of the history
of the United States and its institutions, had great influence upon
Selig Perlman. It was under Commons’ guidance that the intellectual
approach we associate with the name of Selig Perlman developed and
expanded. No one would of course believe that a man with Pro-
fessor Perlman’s tenacious views would be a mere imitator. Perlman
came to his intellectual conclusions slowly, but once having reached
certain views, he was not easily persuaded to change his mind. In
considering the relationship between Professors Commons and Perl-
man, we must recognize that the latter was no mere imitator of the
senior partner. Under Professor Commons’ tutelage, and exposure
to men such as E. A. Ross and Frederick Jackson Turner on the
Wisconsin campus, Perlman acquired a new view of the function of
trade unionism in the modern world.

In the collaboration on the first two volumes of the History of
Labor in the United States, Professor Perlman was given a most
difficult assignment. Covering the period from the middle 1870’s to
the end of the century, he was called upon to deal in detail with the
various groups of radicals—the socialists, syndicalists and anarchists—
who had sought to mold the American labor movement. At the same
time, the period also covered the years in which the Knights of Labor
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and the American Federation of Labor fought for mastery. Even a
cursory examination of this section will convince one that despite
any doubts entertained by Professor Perlman about the desirability
of radical ideas and movements, the activities of the organizations
promoting such doctrines were treated generously and fairly in his
work. There is nowhere any attempt to denigrate the significance
of radical activities, and many pages were devoted to minute descrip-
tions of the programs and philosophic views of the sponsors. In
fact, one might in fairness claim that the importance of the radical
sects was considerably overstated. It is, however, significant that
Professor Perlman, even though he no longer held his former radical
views, had no desire to minimize their influence upon American
labor.

One of the major contributions of Professor Perlman in the Com-
mons’ history was the sympathetic treatment of the origin and
growth of the American Federation of Labor. Outside of Wisconsin,
the Federation was not always highly regarded by students and writers
in the field. As a rule, the A. F. of L.’s policies came under criticism
for their narrowness, their lack of adaptability and their failure to
organize the large masses of workers outside of the union fold. In
Professor Perlman, the A. F. of L. met a sympathetic and astute
historian, one who understood its purposes and sympathized with
its aim.

Whatever criticism one might direct against specific views in the
second volume of the Commons’ history, it was a work on a grand
scale, which knitted innumerable facts into a meaningful mosaic and
it has remained unraveled by time. It has stood the test of almost one
half of a century of critical examination and its main lineaments have
remained untouched. Like the work of other men, it has been found
lacking in some minor points, but it stands as a monument of industry
and scholarship which few of this and past generations have been
able to build and leave after them. His work showed the difficulties
faced by workers in trying to maintain their unions and to build
viable organizations in a hostile environment.

Even if Professor Perlman had never landed in Madison, it is
very likely that his views would have developed in the same direc-
tion. While one should not minimize the influence of Professor
Commons in shaping the outlook of his student, we must also recog-
nize that Professor Perlman’s great respect for the individual, his
opposition to centralized power, his belief in the dignity and worth
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of men as individuals, and not as parts of a collective, would have
led him to the espousal of trade unionism and limited reform. He
was highly suspicious of broad schemes propagated in the name of
humanity which can also become the means by which ruthless men
rise to place and power. He had little faith in the goodness of zealots
or the remakers of man and his world. From direct experience and
study, he was aware of the limitations of vast schemes of social
transformation and the effect that they might have upon the individual.
He was sceptical of the good intentions of those who asked for large
grants of power, and was inclined to favor reforms which could be
tested and reversed if found wanting.

Based on the larger work of Commons and his students, Pro-
fessor Perlman gave us his History of Trade Unionism, which was
for many years the best short study of the subject. Unknown to him,
the edition was pirated by the Soviet publishers, an introduction by
Earl Browder, who had not yet discovered that the United States
represented an exception to the general rule of the evolution of
capitalist nations, was attached, and the last chapter which contained
some cogent criticism of the left-wing movement eliminated. David
Riazonoff, the founder of the Marx-Engles-Lenin Institute, was kind
enough to send Professor Perlman a copy of his work with a letter
of appreciation. Riazanoff was an old Bolshevik, but a civilized man
who paid dearly for publicly questioning Stalin’s theoretical compe-
tence, and it pleased Professor Perlman to get both the pirated vol-
ume and the letter of appreciation, which he liked to show to his
classes.

In the late 1920’s he published his classic, A Theory of the Labor
Movement, a work which has not aroused a great deal of controversy
but has been a potent influence for more than thirty years. The work
is divided into two sections: a part dealing in summary fashion with
the history and formative influences of a number of foreign labor
movements, and a section in which a general theory of the labor
movement is presented. One part does not depend upon the other.
One cannot help admire the knowledge and insight of the section on
foreign movements. The theory section directs a sharp attack upon
those who through time had sought to direct labor’s interest toward
programs of fundamental change. These are described as intellectuals
who Professor Perlman claims misconceived the attitudes of the
ordinary or average worker. On the other hand, the worker was, in
contrast, not concerned with programs for the regenerating of man-
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kind or the reorganization of society, but with building viable organiza-
tions able to defend his interest at the place of employment.

My general observations do not begin to convey the liveliness of
the style, the richness of the knowledge, the challenge these conclu-
sions presented. While the views embodied in the “Theory” have been
under attack, the basic proposition, that the worker will direct his
major attention to improving his position on the job remains an
unchallenged axiom. Of course, there are parts of this 30-year-old
classic which require amendment, but its basic propositions have
stood the test of time, although the labor movement has grown in
numbers and influence.

Now, in conclusion I am going to ask the indulgence of John
Dunlop, because what I'm going to say applies not only to Professor
Perlman, but also applies in the same measure to Sumner Slichter.
These men were part of a small company who defended the trade
union movement when such advocacy was dangerous. Labor today
has grown in power and influence. It has many jobs and has in-
evitably attracted many well-wishers. Selig Perlman and Sumner
Slichter belong to that small group which educated the American
public to the importance of the trade union in a democratic society ;
they were the ones who long ago recognized, and made known, the
truth that a free world must be founded upon a diffusion of power
among a number of groups and centers. They were the advocates of
the movement when it lived in more humble surroundings, at a
time when friends were few and the opposition great. It can be
truly said that not only their writings and students but the labor
movement are the monuments they left behind.



SELIG PERLMAN ON THE ROLE OF LABOR
IN A LESS DEVELOPED SOCIETY

BEN S. STEPHANSKY
U. S. Dept. of State

The text for this comment is Selig Perlman’s chapter on Russia,
in his 4 Theory of the Labor Movement. But first, a note about the
T heory itself.

The Theory, written over thirty years ago, is dated. But it is
dated as any classic work is dated, which addresses itself to the
momentous issues of its day, and which, because of the special gift
of the author, grasps and discloses something of the universe to
which that day belongs.

The background of the Theory, or, more precisely, the social labo-
ratory conditions of its creation, were, as Perlman stated in the first
chapter, the strict account the labor movement had to give to the
world and to itself, as to what its deep-lying purposes really were,
in the context of Communism’s triumph in Russia and its first major
assault upon the Western World.

If, as Perlman put it, when he wrote the Theory, “At no other
time in modern history has society shown itself so nearly ‘with the
lid off’ as since the Russian Revolution,” then the lid never got put
on again. For we are witnessing today, depending on how one counts
them, Communism’s third or fourth major assault upon the world,
perhaps now the decisive one. The circumstances and the terms of
the battle have altered so greatly since the first that Perlman can
scarcely be regarded as having said the last word on the matter.

Yet, among the altered circumstances of today is the one which
has brought a vast area of less developed countries into the battle,
and these, with their labor movements, have become decisive battle-
grounds. Many of these new countries, as it happens, resemble the
Russia in which Communism first triumphed; and thus Perlman’s
analysis of the Russian Revolution again becomes a relevant docu-
ment. It may not have been the last word; but it certainly was
among the first. And it is good to go back to beginnings; for it has
been said wisely that if one returns to “Genesis” with a modest spirit,
he may find there some “Revelations.”

Perlman’s chapter on the Russian Revolution in the Theory
presents almost a model analysis of a less developed society. He

15
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focused first on the feudal-dynastic “ruling class” of Russia, tracing its
development to Peter the Great’s momentous decision to industrialize,
in order to fulfill the vision, which was first his father’s, of Russia
as a modern military state.

Next, Perlman outlined the process of Russia’s industrialism
under Tsars Peter and his successors. For those who are interested
in the sources for what in the current vocabulary is termed the “web
of rules” of industrialism in the less developed countries, this part
of Perlman’s essay is indeed enlightening, and should be a delight.
Perlman identified the authoritarian instrument of mercentilist pol-
icy with which industrialization was undertaken; he noted the invi-
tations to foreign capital, which entered abundantly on very favor-
able terms; and he appraised the rapid rate of growth and the physical
achievement, which by the end of the nineteenth century had ad-
vanced Russia to where she loomed as one of the world’s great
industrial powers. Perlman further illuminated the Tsarist “rules of
industrialization” by noting that they produced only a parasitic class
of “industrial courtiers” dependent on the state, but did not permit
the emergence of a vigorous and independent class of industrialists;
that, except for a belated land reform which was overtaken by the
Revolution, they retained a stagnant peasantry in the ancient village
communes oppressed by the hardships of a rapid population growth,
and imposed upon it an inordinate share of the burden of industrializa-
tion ; that they subordinated a once-powerful Church to the State, and
muted its Reformation; and, that they did not permit a trade union
movement to develop, despite the appearance of a free wage earning
class as early as 1840 in Russia’s factory industries, and despite an
obvious will to organize and bargain collectively, as evidenced ex-
plosively at various times by such key worker groups as printers, oil
workers, textile workers and metal workers. The Tsarist “rules of
industrialization,” Perlman concluded, were those of a classical feudal
dynasty, and they created a dangerous socio-political vacuum.

Finally, Perlman turned his attention to the “intellectuals and
their political parties.” He traced the history of the new elite from its
“Populist” and Marxist origins with their several ideological sub-
divisions, to the emergence of the Bolshevik “will to revolution”
under the leadership of Lenin, which welded a revolutionary party.
He described the skill of the party leadership in creating a revo-
lutionary force by alliance with peasants and factory workers. And
he ended by depicting the opportunity for revolution created by
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Russia’s wartime misfortunes; for when the army crumbled there
was nothing left to resist the new elite’s driving will to power.

From this less than adequate summary of Perlman’s chapter on
Russia in the Theory, it is apparent that Perlman’s deeply sensitive
understanding of the pre-Revolutionary Russian scene has yielded a
rich variety of insights on the less developed society. I have selected
two for comment.

The first is Perlman’s insight on labor in a less developed society.
Those who have narrowly equated Perlman with the term he in-
vented, “job-conscious unionism,” tend to forget that he understood
and interpreted non-job-consciuos labor ideologies as well. It is true
that Perlman isolated the pure strain of labor’s ideology, character-
ized it as a rule-making propensity for the control and administra-
tion of job-opportunity, and related it to a whole class of economic
rule-making groups, past and present. However, Perlman, in isolating
this pure strain of labor’s ideology, carefully formulated the condi-
tions under which the pure species could flourish. And by the same
token, he formulated the conditions under which the species was
mutable. It can be conceded that Perlman may have stated the condi-
tions for the viability and for the mutability of labor’s ideology with
excessive formalism. That is less important, however, than the fact
that Perlman saw the environment of the less developed society as
one in which the labor ideology mutated. His chapter on Russia was
a brilliantly portrayed example of how labor was transformed into
a revolutionary force, made more vivid by contrast with the other
chapters of the Theory where trade unionism was shown to evolve
into a durable, conservative and stabilizing force in the community.

Perlman always taught that labor movements were the inseparable
expressions of the societal molds of their origins and development.
His original finding, that in a less developed society labor’s ideology
becomes highly mutable, is an immediate clue, therefore, to the
mutability of other institutions in a less developed society. Perlman’s
finding thus instructs one to search for the conditions that create
new institutional species in the environment of a less developed
society.

This brings me to the second Perlman insight I have selected for
comment. It concerns the nature of the industrializing elite in a less
developed society. The vast effort to industrialize in the world’s less
developed areas has naturally aroused an acute interest in the prob-
lem of industrialization. It is of course an important problem of
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our day. Yet, as one reads the literature on the new industrializa-
tion one can be impressed by the almost hypnotic tendency to judge
the capacity of the leadership of new societies by their capacity to in-
dustrialize and to put into operation an industrial scheme of pro-
duction.

For those who focus too narrowly on this attribute of leadership,
Perlman’s Russian chapter contains a healthy admonition. The ad-
monition is that the Tsars industrialized Russia, not casually, but
massively ; yet the Tsarist elite did not survive. It follows—and we
have already seen this in all too many places—that the capacity to in-
dustrialize alone will not assure an elite’s survival.

It is interesting to note that Perlman located the Tsarist Elite’s
capacity to industrialize rather low in his scale of judgment about the
Tsars’ capacity for leadership. Above it, he placed the capacity for
institution-building. Thus, in diagnosing the Tsarist elite, he focused
on such questions as its historical origin, its ideology, its purpose for
industrializing, its instruments of policy, its institutional system, and
its effective will to power. Perlman was less interested in the tech-
nical “web of rules” for industrial production. He was more inter-
ested in the prior, viable “web of institutions,” the source of the whole
society’s rules. It was in these terms that he judged the Tsarist elite,
and found it deficient.

It may be that Perlman underemphasized an elite’s capacity to
industrialize. Yet in our world in which the issue is not only the
capacity of an elite to industrialize, but is equally, which elite will
win the contest for the power to industrialize, Perlman’s emphasis on
an elite’s capacity to lead, to govern, to create institutions, and by
virtue of these talents, to survive—this emphasis assumes a fresh
relevance.

In closing, I should like to suggest that Perlman’s insights on the
elites of modern society may very well derive from the natural inter-
national perspective of his threefold cultural heritage. Perlman was
born into the tradition of Judaism; he was educated until early man-
hood in Russia, and he came to maturity in America. In referring to
the triple blend of his cultural background, Perlman always derived
pleasure in noting that it provided him with what he called his “privi-
leged box seat” from which to observe three of the world’s most in-
teresting social laboratories: Those of Israel, Soviet Russia and the
United States.
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For a long time the elite of Israel was high in leadership, and
low on capacity to industrialize ; the Tsarist elite of Perlman’s youth
was high on the capacity to industrialize, and low on capacity for
leadership. The elite of the United States was high on both. I think
Perlman would have liked the suggestion that his insights on social
leadership were the product of his own rich cultural heritage.
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The over-all performance of the American economy since the
end of World War II has been impressive. Industrial production,
personal income, and employment have registered good gains. Our
Gross National Product has surged upward with only moderate dips
during the three post-war recessions. But in spite of a good record
of growth, and a formal commitment to a full employment policy,
the level of unemployment in recent years has been distressingly
high.

Since 1954, for example, the annual rate of unemployment has
not dropped below 4.2 per cent of the civilian labor force, and in
recent years there has been an increase in the number of long-term
unemployed.! Despite the increase in persistent unemployment, how-
ever, and the drag which this imposes upon economic growth, there
is still greater concern in most official quarters with the threat of
inflation. As William Haber has pointed out “there is a serious
possibility that we may accommodate ourselves to the condition
where unemployment of 5 per cent of the labor force is considered
normal . . . our national policymakers appear to fear inflation much
more than the present levels of unemployment.” 2

This view is not restricted to spokesmen for some segments of
the business community, or to many of those in public office. It
appears to have considerable support among academic economists.
In a recent survey conducted by the Joint Economic Committee,
60 per cent of a sample of economists indicated that they would
be prepared to accept a level of unemployment amounting to more
than 5 per cent of the labor force, if necessary, as a condition for
achieving a high degree of price stability. More than 13 per cent

* The author wishes to acknowledge helpful comments on an earlier draft
by Professor Morris A. Horowitz, and the research assistance of Mr. Robert
MacCallum.

1See Employment, Growth, and Price Levels, Hearings before the Joint
Economic Committee, 86th Congress, 1st Session (April 25-28, 1959), Part
III, Historical and Comparative Rates of Labor Force, Employment and Un-
employment, p. 492.

? William Haber, “The Persistence of Unemployment,” Proceedings of the
Spring Meeting of the Industrial Relations Research Association, Labor Law
Journal (July 1959), p. 453.
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of the respondents who answered this question, indicated that they
were prepared to accept an unemployment level of seven per cent
or more in order to achieve stable prices!® There is no way of know-
ing how representative this sample is. But these returns cannot be
disregarded. They are indicative, at least, of the degree to which
rising prices have led to erosion in the concept of “full employment”
in this country.

Fortunately, some members of Congress are deeply concerned
with the high level of unemployment which persists even during
periods of rising employment and expanding production. Various
committees in both the House and the Senate have conducted exten-
sive investigations of unemployment with particular emphasis on the
problem of chronic, localized unemployment. More recently, a Spe-
cial Committee on Unemployment Problems was appointed by the
Senate to make a thorough investigation of all aspects of unemploy-
ment. This Committee, headed by Senator Eugene J. McCarthy,
is now in the midst of its investigation. It is to be hoped that its
study will show ways by which the level of unemployment can be
reduced.

DATA, AND PROBLEMS OF MEASUREMENT

Students of the American labor force have often commented on
its complexity and its fluidity.* Each month thousands of workers
move into the labor force on a continuing or temporary basis; others
move out either temporarily or permanently. Some of the unem-
ployed return to work ; others withdraw from the active labor force.
Out of this mass of movement, estimates of employment and unem-
ployment are distilled based on a sample survey of 35,000 house-
holds. This survey also provides data on the characteristics of the

8 Economic Policy Questionnaire, Tabulation of Replies Submitted to the
Subcommittee on Economic Stabilization of the Joint Economic Committee,
Joint Committee Print, 85th Congress, 2d Session, (December 1958), p. 3.
It is worth noting that seasonally-adjusted unemployment has reached or
%vssed the seven per cent mark in only eight months since the end of World

ar II, all but one of these in 1958. See Labor Force, Emplovment and Un-
i’;nployment U. S. Department of Labor, Bureau of Labor Statistics, June 30,

59

¢ See, for example, Gertrude Bancroft, The American Labor Force—Its
Growth and Changing Composition (New York: John Wiley and Sons, 1958),
p. 1; A. J. Jaffe and Charles D. Stewart, Manpower Resources and Uhltzatwn
(New York: John Wiley and Sons, 1951) pp. 62-74; W. S. Woytinsky, “The
Labor Force” in Employment and Wages n the United States (New York: The
Twentieth Century Fund, 1953), pp. 313-316, and Clarence D. Long, The
Labor Force Under Changing Income and Employment, A Report of the
National Bureau of Economic Research (Princeton: Princeton University
Press, 1958), passim.
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unemployed such as age, sex, color, and marital status. By defini-
tion, the unemployed are those who are totally without work. But
there is also a great deal of underemployment in our economy. Haber
has pointed out, for example, that while the level of unemployment
in 1957 averaged only 2.9 million, more than 11 million different
persons suffered some degree of unemployment during the year.®

The Department of Labor has been concerned for some time with
the anatomy of unemployment. Each month it publishes much useful
data on the characteristics of the unemployed.® But unfortunately,
from the published data one cannot make all of the cross-comparisons
that would be required to provide a complete picture of the incidence
of persistent unemployment.”

Unemployment is not distributed uniformly—or randomly—over
the labor force. It bears more heavily on some groups than others.
And unemployment is not distributed evenly on a geographical basis;
it is more heavily concentrated in some areas than others. We can
show which groups and which areas have unemployment rates con-
sistently above the average for the labor force as a whole. And
we can show separately the duration of unemployment. The diffi-
culty comes from our inability to cross-classify unemployment by
duration and the characteristics of the unemployed. The best we
can do, therefore, in our efforts to measure the “incidence of per-
sistent unemployment” is to identify those groups in the labor force
—and those areas—which have above-average unemployment rates
in good times and bad. To do this—and to compress in summary
form a vast amount of data—averages have been computed for the
period 1955 through August, 19598

®0p. cit., p. 453. Clarence D. Long has urged that the Department of
Labor compute and publish measures of equivalent full-time employment, un-
employment and labor force to supplement present statistics which only count
heads. Senator Paul H. Douglas has indicated his strong support of this
proposal. See Employment, Growth, and Price Levels, op. cit., p. 545.

¢ For the past two years it has also published reports in the spring of each
year with data on unemployment and the characteristics of the unemployed
summarized in a very useful fashion. See Who Are the Unemployed? (June
1958), and The Unemployed, Spring 1959 (May 1959), U. S. Department of
Labor, Bureau of Labor Statistics.

T After this paper had been written, a report prepared by the Bureau of
Labor Statistics, and issued by the Joint Economic Committee, was publishd
showing the duration of unemployment in 1957 by age, sex, color and broad
industrial and occupational classifications. The letter of transmittal states that
it was based on “data which have not been previously exploited in the same way.”
See The Extent and Nature of Frictional Unemplovment, Study Paper No. 6,
86th Cong. 1st Sess. Joint Economic Committee (November 19, 1959).

8In the case of unemployment by marital status, the averages cover the
period January 1957 through August 1959 only.
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THE DURATION OF UNEMPLOYMENT

Since 1955, between 70 and 81 per cent of the unemployed were
out of work for 15 weeks or less. And between 41 and 51 per cent
were jobless for periods of five weeks or less. This group, especially
those out of work five weeks or less, includes a great many workers
who have left their jobs voluntarily in seach of other employment, as
well as many who are seasonally unemployed. It also no doubt
includes many workers who move into and out of the labor force on
a voluntary basis as labor market conditions and their personal lives
permit? Our major concern is not with this group, but with those
who are out of work for periods of 15 weeks or more.

The Department of Labor considers those who have been out
of work 15 weeks or longer as the “long-term unemployed.” 10 It is
this group in which we are particularly interested, since it will
include those who are persistently unemployed. A further subdivision
of the long-term unemployed may be made between those who are
out of work from 15 to 26 weeks, and those who are out of work
for 27 weeks or more (see table 1).

Between January 1955 and August 1959, the annual average of
those unemployed more than 15 but less than 27 weeks ranged from
10.7 to 16.1 percent of total unemployment. In July, 1957—just
before the start of the last recession—the proportion of unemployed
workers falling in this category reached its low point of 7.8 per cent.
The peak percentage (25.4 per cent) was reached in April 1958 as
recovery from the recession got under way. Thus one may infer
that a substantial number of workers in this group were cyclically
unemployed. Many would have received unemployment compensa-
tion—and in some cases supplementary unemployment benefit pay-
ments—during the entire period they were out of work. This is not
an attempt to minimize their hardships—the loss of savings coupled
with uncertainty about future employment prospects. But it does
indicate that we cannot include all of those out of work for 15 weeks
or more among the persistently unemployed.

Since 1955, however, the annual average of extremely long-term
unemployment (27 weeks or more) has ranged from 8.2 per cent

° The latter class of workers comprise what Wilcock has called the “secondary
labor force.” See Richard C. Wilcock, “The Secondary Labor Force and the
Measurement of Unemployment,” The Measurement and Behavior of Unemploy-
ment. A Report of the National Bureau of Economic Research (Princeton:
Princeton University Press, 1957), pp. 167-210.

1° Obviously the dividing line is arbitrary, but some distinction must be made
between the short-term and the long-term unemployed.
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to 16.1 per cent of total unemployment. While some persons in this
category might also have been cyclically unemployed, many of them
no doubt had been permanently displaced from their jobs by the
re-location or liquidation of their former places of employment,
technological change, employment cutbacks due to shifts in demand,
or other changes in our economy which create persistent unemploy-
ment.

The low point of this extremely long-term unemployment, ex-
pressed as a percentage of total unemployment, was reached in
January 1957, when 5.8 per cent of the unemployed had been out
of work for 27 weeks or more. This was several months before the
beginning of the latest recession. The high point—when more than
21 per cent of the unemployed had been out of work for six months
or more—was reached in September 1958, almost six months after
recovery from the latest recession got under way.

In terms of numbers, an average of more than 408,000 workers
were unemployed for 27 weeks or more between January 1955 and
August of this year. The high point, when more than 972,000
workers had been away from their jobs for more than six months,
was reached in August 1958. At the lowest point, in June of 1956,

TABLE 1
Long-Term Unemployment, 1955-1959
Weeks Unemployed Per Cent of Unemployed * Range of Monthly Rates

1959*® Low High

15 to 26 weeks................... 12.5 8.1 18.6

27 weeks and over............. 16.1 13.6 19.9
1958

15 to 26 weeks................... 16.1 12.4 25.4

27 weeks and over............. 13.5 6.8 216
1957

15 to 26 weeks.................... 10.7 7.8 16.3

27 weeks and over............. 8.2 5.8 10.2
1956

15 to 26 weeks................... 11.6 9.5 16.3

27 weeks and over.............. 9.1 6.0 11.1
1955

15 to 26 weeks.................... 127 8.1 224

27 weeks and over.............. 12.3 9.5 16.4

2 Geometric means of monthly rates. )
b Based on Januarxgr -August data,
Sources: Annual Re;

port on the Labor Force, Series P
Census; Employment and Earnings, U.
(July-September 1959).

-57 (ganuary 1957-January 1959), U
Department of Labor, Bureau of “Labor Statistics

port on the Labor Force, Series P-50 (1956-1958), and Monthly Re-

Bureau of the
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175,000 of the unemployed had been out of work for 27 weeks or
more. This represents the minimumr number, during the period under
review, of the persistently unemployed.!® While there has been
some improvement over the past year, long-term unemployment has
been much more persistent during the current recovery than was
true during recovery from the two earlier postwar recessions.!? In
September of this year, more than 396,000 of the unemployed had
not worked for six months or longer.

CHARACTERISTICS OF THE UNEMPLOYED

Unemployment by Age and Sex. Over the past five years, male
workers have accounted for about 68 per cent of the civilian labor
force and about 67 per cent of unemployment. Thus the unemploy-
ment rate for male workers has been slightly below the average for
all members of the labor force, and the rate for female workers has
been slightly above average—the differences in unemployment rates
by sex are not large, however.

But there are important differences in the distribution of unem-
ployment among various age groups (table 2). For example, male
workers under 24 comprise about 9.4 per cent of the civilian labor
force, but account for more than 18 per cent of all unemployment.
Similarly, female workers under 24 comprise slightly more than 6
per cent of the civilian labor force, but account for more than 10 per
cent of total unemployment. Thus the incidence of unemployment
is particularly heavy on younger workers, especially younger male
workers. The age group which appears to present a particular prob-
lem is that between 16 and 18. In many metropolitan areas thousands
of youngsters leave school each year at age 16 (the legal minimum),
and enter the labor force. But they often have difficulty in finding
steady employment. In New York, which may or may not be typical
of other major cities, youngsters in the labor force between 16 and 18
are unemployed more than they are at work.!3

For female workers, the unemployment rate in the 25-34 age
group is also slightly above average. For all other age groups—

Tt must be stressed that this is the absolute minimum of persistent un-
employment during this period. Many workers become discouraged about job
prospects after lengthy unemployment and, while able and willing to work, no
longer actively seek employment.

1 Clague, op. cit., pp. 476-477.

8 This was pointedp out in an address by Marguerite Coleman, of the New
York State Employment Service, at a recent Conference on Our Changing
Society: Problems and Opportunities for Labor and Management, held at
Cornell University, October 25-30, 1959.
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TABLE 2

Labor Force Participation, Nonagricultural Employment, and Unemployment,
by Age and Sex, April Average, 1955-1959 (in thousands)

Civilian Non-Agricultural
Labor Force Employment Unemployed
Unemployment
Age and Sex Number Per Cent|Number Per Cent!Number Per Cent Rates
Both Sexes................| 66,964 100.0 | 57,618 100.0 | 3,393 100.0 5.1
Male................. .| 45434 678 38,141 66.2 2,271 66.9 5.0
14-19 years............ 2,786 42| 1,869 32| 31 9.2 11.2
20-24 years.......... 3,496 52| 2,852 49 321 9.5 9.2
25-34 years............ 10,600 158 | 9,387 163 | 477 14.1 4.5
35-44 years.. 110,726 160 | 9427 164 | 395 11.6 3.7
45-54 years.. 9,127 136| 7,794 13.5| 374 110 41
55-64 years 6,222 9.3| 5,104 89| 290 8.5 47
65 years
andover............. 2,478 3.7 | 1,708 3.0| 101 30 4.1
Female 21,530 322| 19477 33.8|(1,122 33.1 5.2
14-19years............ 1,836 27| 1,576 27| 201 59 10.9
20-24 years.. .| 2,383 36| 2,183 38| 162 48 6.8
25-34 years.. 4,186 63| 3,818 6.6 | 226 6.7 54
35-44 years.. 5032 75| 4,583 80| 229 6.7 4.6
45-54 years.. .| 4,572 6.8 | 4,164 72| 184 54 4.0
55-64 years........... 2,681 40| 2416 4.2 99 29 3.7
65 years
and over............. 839 1.3 736 1.3 21 .6 2.5

Sources: Annual Report on the Labor Force, Series P-50 (1956-1957); Monthly Report
on the Labor Force, Series P-57 (May issue, 1957-1959), U. S. Bureau of the Census.
male and female—the unemployment rate is below average. The
statistical picture, viewed uncritically, may be misleading, however.
There is an extremely high rate of unemployment in the 14 to 19
year age group, both male and female. We do not know to what
extent individual workers in this group remain unemployed for long
periods of time. In general, the turnover rate is very high for younger
workers. But a number of studies either strongly suggest or clearly
indicate that when workers past 45 are displaced it is exeremely
difficult for them to find new employment, and workers in this age
group without doubt constitute a significant proportion of the per-
sistently unemployed.l4

% See Richard C. Wilcock, “Employment Effects of a Plant Shutdown in
a Depressed Area,” Monthly Labor Review (September 1957), Table 2, p.
1049 ; Vincent F. Gegan and Samuel H. Thompson, “Worker Mobility in a Labor
Surplus Area,” Monthly Labor Review (December 1957), p. 1453; Gerald
Somers, “Labor Recruitment in a Depressed Rural Area,” Monthly Labor
Review (October 1958), pp. 1113-1114; William H. Miernyk, Inter-Industry
Labor Mobility (Northeastern University, Bureau of Business and Economic
Research, 1955), pp. 17-18; Experience of Claimants Exhausting Benefit
Rights, U. S. Department of Labor, Bureau of Employment Security, BES
No. U-178, December 1958, pp. 11-12.
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Unemployment by Marital Status. The lowest rates of unem-
ployment are found among married men living with their spouses
(table 3). Since 1957, the rate for this group has averaged 3.7 per
cent compared with an overall rate of 5.5 per cent. The highest rates
of unemployment among male workers are those for married men
not living with their wives, and single male workers. Male workers
who are widowed or divorced also have above-average unemployment
rates. Among female workers, the highest unemployment rate is
that for married women not living with their husbands. The unem-
ployment rate for single female workers was also above average dur-
ing the period under review. Women who are widowed or divorced
have an unemployment rate slightly below average while those mar-
ried and living with their spouses also have a rate below average.

The unemployment rate by martial status is undoubtedly inter-
correlated with age. Thus it should come as no surprise that among
the highest unemployment rates are those for unmarried workers—
male and female. Most of these are no doubt in the younger age
groups. Because of widespread seniority provisions, they are the
first to be unemployed at the beginning of a recession, and the last
to be recalled when conditions improve. Some young workers are
displaced by the movement or liquidation of business establishments.
But their age is no barrier to re-employment. The older worker
thus affected will find it more difficult to obtain a new job since many
concerns fill their manpower needs through “hiring jobs” and prefer

TABLE 3
Unemployment Rates, by Marital Status, 1957-1959*
Range of Monthly Rates
Average
Marital Status and Sex Unemployment Rates ® Low ~ High
Male.......ooooiieiceeeee e 5.3 34 8.2
Married, Spouse Present.. 37 23 6.5
Married, Spouse Absent...... 10.2 5.3 17.7
Widowed or Divorced......................... 80 39 13.0
Single........ccooovvrvennnne. 113 7.4 15.8
Female......c.c..oooovvvvreeernnn. . 5.7 4.0 8.3
Married, Spouse Present... 5.3 3.7 7.5
Marrned Spouse Absent..................... 7.8 5.3 13.9
Widowed or Divorced......................... 5.0 3.3 6.7
Single......cccooevviereien. 6.4 4.1 12.7
Both Sexes........ccooovvveeviieeeeen. 55 37 7.7

21959 data, January through August.

b Geometric means of monthly rates.

Sources: Monthly Report on the Labor Force, Series P-57 (January 1957-June 1959),
U. S. Bureau of the Census; Employment and Earnings (August-September, 1959), U
Department of Labor, Bureau of Labor Statistics.
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TABLE 4

Labor Force Participation, Nonagricultural Employment, and Unemployment,
by Color, 1955-1959 Average® (in thousands)

Civilian Non-Agricultural

Labor Force Employment Unemployment
Unemploymeat
Number Per Cent| Number Per Cent{Number Per Cent Rate ®
Total.........cccoovvenrrnenn) 67,885 100.0 | 58,239 100.0 {3,364 100.0 4.99
White—

both sexes............... 60,540 89.2 | 52,563  90.3 | 2,667 79.3 4.40
...| 41,438 611 35261 60.5 |1,758 52.3 4.33
19,102 282 17,302 29.7| 910 27.0 475

7,315 108 | 5676 9.7 | 697 20.7 9.50
4,464 66| 3,351 58| 446 13.3 10.00
2,852 42} 2,325 40| 251 7.5 8.80

2 1959 data, January through August.

b As per cent of civilian labor force. .

Source: Annual Report on the Labor Force, Series P-50, 1955-1958, and Monthly Report
on the Labor Force, Series P-57, February-June, 1959, U. S. Bureau of the Census; Emlplog-
ment and Earnings, U. S. Department of Labor, Bureau of Labor Statistics, September 1959.

younger to older workers when filling these jobs at the bottom of
the seniority ladder.18

Unemployment by Color. In recent years, about 89 per cent of
the civilian labor force has been made up of white workers, but they
have accounted for only 79 per cent of unemployment. Only one out
of 11 members of the civilian labor force is non-white, but about one
out of five of the unemployed fall in this category (table 4). It is
very clear that the incidence of unemployment is much greater among
non-white than white workers. As Clague has pointed out, non-white
workers are ‘“heavily concentrated in unskilled jobs which always
have high rates of unemployment for both white and non-white
workers . . . [and] many non-whites are low on the seniority ladder
because they got jobs in industrial areas in recent years.” 10

White, male workers comprise 61 per cent of the labor force, but
account for only 52 per cent of unemployment. The difference in
the case of white female workers is somewhat less. They constitute
28 per cent of the labor force, and account for 27 per cent of the unem-
ployed. Non-white, male workers make up only 6.6 per cent of the
labor force, but account for more than 13 per cent of unemployment.
Female non-white workers, accounting for 4.2 per cent of the labor
force, account for 7.5 per cent of the unemployed. Thus the heaviest
incidence of unemployment is on non-white, male workers.

® See the statement by Ewan Clague before the Joint Economic Committee

in Employment, Growth and Price Levels, op. cit., p. 476.
1 Employment, Growth, and Price Levels, op. cit., p. 476.
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Unemployment by Industry.’™ Unemployment rates since 1957
have been high in mining and construction. The rates for manu-
facturing workers are more volatile especially in the durable goods
sector. For example, in 1957 the rate of unemployment in durables
was below average, but it reached a peak of 11.6 per cent in 1958
when unemployment in the nation was at the rate of 7.7 per cent. In
March of this year, the rate in the durable goods sector had dropped
to 7.4 per cent compared with a national average of 6.4 per cent.
Meanwhile in non-durables, there was less fluctuation during the
recession. The 1957 rate was slightly above average, it rose to a
peak of eight per cent in 1958 and dropped to 6.2 per cent in March,
1959 when the national rate was 6.4 per cent. Asa broad generaliza-

TABLE 5

Covered Employment and Insured Unemployment, by Region,
April Average, 1955-1959 (in thousands)

Employed Unemployed Unemployment
Region Number Per Cent|Number Per Cent Rate ®
Continental United States........... ........ 50,519 100.0 (1,896  100.0 37
NewEngland ...........ccccooviein. 3,500 69| 153 8.1 44
Middle Atlantic..........ccooooooieinennn. 11,532 22.8| 561 29.6 49

East North Central..... 111,259 223 387 20.4 34
West North Central.... | 3925 78| 109 5.8 2.8
South Atlantic.............. .| 6,597 131 ] 192 10.1 29
East South Central ........................ 2,544 5.0 130 6.9 5.1
West South Central........................ 4,026 80| 101 5.3 2.5
Intermountain........... | Ll21 2.2 29 1.5 2.5
Pacific Northwest.... .| 1,366 2.7 61 3.2 45
Pacific Southwest...............c.cco.......... 4,649 92| 174 9.1 37

a Insured unemployment as per cent of covered employment.

Region: New ﬁland (Conn., Mass., N.H., R.I,, Vt.); Middle Atlantic (N.Y.,
N.J., Pa.); East Nort Central (Ofno, Ifl Ind., Mich., Wxs) West North Central (Minn.,
Iowa., Mo., N.D., S.D., Nebr., Kan.)}; South Atlantxc (Del d .Va, N.
S.C Ga., Fla.); East South Central (Ken., enn, . lsa) West éouth Central (Ark

Okla. Texaa), Intermountain (Colo., M M Utah Wyo.); Pacific Northwest
(Idaho, Ore., Wash.); Pacific Southwest (Anz éallf

Sources: Emplayment and Eagrnings, U g Department ‘of Labor, Bureau of Labor
Statistics (1956 1959); Monthly Report on the Characteristics of the Unemployed, U. S. De-
partment of Labor, eport U-25, May 1958; The Labor Market and Employment Security,
U. S. Department of Labor, Bureau of Employment Security (1955-1959).

tion, the incidence of unemployment is greater on the secondary
sector of our economy (mining, construction and manufacturing)
than on the tertiary sector. Blue collar workers (laborers, operatives

and craftsmen) in construction, manufacturing and mining have had
above-average unemployment rates in recent years.

¥ This section is largely based upon material presented by Ewan Clague
in his testimony before The Joint Economic Committee, Employment, Growth,
and Price Levels, op. cit., p. 480.
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THE GEOGRAPHICAL INCIDENCE OF UNEMPLOYMENT

The Regional Distirbution of Unemployment. During the past
five years, four regions have consistently had above-average rates
of unemployment (table 5). These are: New England, the Middle
Atlantic States, the South Central region, and the Pacific Northwest.
On the average, these four regions accounted for 37.4 per cent ot
covered employment, but they contained 47.8 per cent of the insured
unemployed. It is important to point out, however, that there is at
least as much diversity within regional economies as there is among
regions. Within each of these regions, unemployment is highly
localized. The persistence of chronic, localized unemployment has
been recognized for some time as one of the most intractable aspects
of the overall unemployment problem, and it has been the subject of
numerous Congressional inquiries.!8

Unemployment in Local Labor Market Areas. It is extremely
difficult to summarize the vast amount of information we have about
unemployment in local labor market areas. The Department of Labor
reports data on unemployment in 149 major labor market areas on
a bimonthly basis, and at somewhat more irregular intervals provides
us with similar information for so-called smaller labor market areas.
Unemployment data for these labor market areas are prepared by
the state Employment Security agencies and published in The Labor
Market and Employment Security, issued monthly by the Bureau of
Employment Security of the U. S. Department of Labor.®

® See Causes of Unemployment in the Coal and Other Domestic Industries,
Hearings before the Subcommittee to Invstigate Unemployment, Committee on
Labor and Public Welfare, U. S. Senate, 84th Cong. 1st Sess. (March-April,
1955) ; Low-Income Families, Hearings before the Subcommittee on Low-Income
Families, Joint Committee on the Economic Report, 84th Cong. Ist Sess.
(November, 1955) ; Area Redevelopment, Hearings before the Subcommitee on
Labor, Committe on Labor and Public Welfare, U. S. Senate, 84th Cong. 2nd
Sess. Pt. I (January-February, 1956), Pt. II (February-April, 1956) ; Area
Redevelopment, Hearings before a Subcommittee of the Committee on Banking
and Currency, U. S. Senate, 85th Cong. Ist Sess. (March-May, 1957) ; Area
Redevelopment Act, Hearings before a Subcommitee of the Committee on
Banking and Currency, U. S. Senate, 86th Cong. 1st. Sess. Pt. I (February,
1959), Pt. II (March, 1959) ; Legislation to Relieve Unemployment, Hearings
before the Committee on Banking and Currency, U. S. House of Representatives,
85th Cong. 2nd Sess. (April-May, 1958) ; Area Redevelopment Act, Hearings
before Subcommittee No. 3, Committee on Banking and Currency, U. S. House
of Representatives, 86th Cong. 1st Sess. (March, 1939). See also, Gerald
G. Somers, “The Role of Unemployment Compensation in Depressed Areas,”
Proceedings of the 11th Annual Meeting of the Industrial Relations Research
Association, and the footnote references cited therein.

¥ These estimates are not based on sample surveys. A complete count is
made of the insured unemployed, and to this are added estimates of the un-
employed in non-covered occupations and those in covered occupations who have
exhausted benefit rights.
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Twenty-seven major labor market areas, located in 11 states,
have been classified as areas of substantial labor surplus more than
half the time since January 1955 (table 6). Eighteen of them have
been in this classification more than two-thirds of the time during
this period. Eight major areas located in Indiana, Massachusetts,
Pennsylvania, Rhode Island and West Virginia, have been in this
category continuously since September 1951.2° Four major labor
market areas in Michigan are relative newcomers to the list. But
since early 1957 two of them have been on the list all but a few
months, and the other two—Detroit and Muskegon—have been on
it continuously.

In most of these areas, the high level of localized unemployment
persists through good times and bad. During the peak phase of the
business cycle—such as in 1957—unemployment in some of these
communities ranges between six and nine per cent, and in a few of
them the rate drops below six per cent. But starting from this high
base of unemployment, the rate climbs rapidly during recessions. In
1958, 19 of these centers of hard-core unemployment had unemploy-
ment rates in excess of 12 per cent at some time during the year.
Almost half of them were in this category in January of this year,
after ten months of recovery, and five of these areas still had unem-
ployment rates in excess of 12 per cent in July.

In addition to the major areas, there were 69 smaller labor market
areas of substantial labor surplus in the fall of 1958. Sixty-five of
these, where this condition has persisted much of the time since 1955,
are listed in Table 7. Sixty-one of the smaller areas (or 94 per cent
of those listed in the table) had unemployment rates of nine per cent
or more, and 41 (or 63 per cent) had 12 per cent or more unem-
ployed. One community—Beckley, West Virginia—reported one out
of four members of the local labor force out of work in August 1958.
Since data on smaller labor market areas are not published on a
regular basis, it is not as easy to observe cyclical variations in unem-
ployment in these communities as in the major labor market areas.
But from the evidence available, it is clear that in many of them
unemployment remains high throughout the business cycle.

It is impossible, without going into lengthy detail, to indicate the
causes of high-level unemployment in these local labor market areas.
Some of the broad outlines are well known. In New England, high

® See William H. Miernyk, Depressed Industrial Areas—A National Problem
(Washington: National Planning Association, 1957), pp. 10-11.
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TABLE 6
Selected Major Labor Market Areas of Substantial Labor Surplus, 1955-1959*
1955 1956 1957 1958 1959
INDIANA
Evansville. oo, EDXXXX|/DEDDED(DXXXED(EEEEED|EETEE
South Bend DDDDDD|XDDDEX|XXXXXX|(EFFFFD|DDDX
Terre Haute* FFFEEE|{FFFEEE(DDDEDD|EEDDDD|ED DD
MASSACHUSETTS
Fall River®.. .. .. DDDDDX|XXDDDX|(EEFFDD|EFFFDD|IEDDD
FFFFFF|FFEEDD| EEEEDD|(EEEEEE|EEDD
FEDEDD|(DDDDDD|EDDDXD|(EFEEDE|(EEED
New Bedford... EEEEDX|DDDDXX|(DDXDXX|EFFFEE|FEED
MICHIGAN
Detroit.... JXXXXXX|{XDDEFX(XDDDED(FFFFFFIFFFE
Flint..... XXXXXX|XXDEEX|XXEFFX|XFFFFD|IDDFF
Grand Rapid | XXXXXX|XXXXXX|XDDDDD|(EFFFEE|EEDD
Muskegon DXXXXX|XXXDDD(DDDEEE|EFFFFF|EFDD
MINNESOTA
Duluth-Superior*.........|FFDDDD|DDXXXX(DXXXXX|EFFEDE|FEDD
NEw JERSEY
Atlantic City®.................. FFDDDD|FFDXXE|FFDXXE|(FFEDDF|FEDD
Trenton DDXXXX|DXXDXX|DDXXXX|EEEEDD|(DDDX
New York
Utica-Rome™®..... ..o, EEDDDX|DDXXXX|DDXXXD|EFEEDE|EEED
NorTH CAROLINA
Asheville* EDDDDD|DDDDDX|DDXDDD|(DEDDDD|(DDDD
DDDDDD|(DDDDXX|(DDDDXD|DEEEDX|DDDD
FFFFEDIDDDFED|EEEEEE|FFFFFF|FFED
EEDEEDIDDXXXX|DDXXXD|FFFFFF|FFFF
Johnstown*.. |FFEFFEDDDFDD(DDDDDD|EFFFFF|(FFFF
Scranton™.......ooooon, FFFFFFFFEEEE|EEEEEF|(FFFFFFFFFF
Wilkes-Barre-Hazleton. |F FFFFF FFFFFE(EEEEEF| FFFFFF(FFFF
RHODE ISLAND
Providence*.........coco....... EEEDDDDDEDDD|EEEEDE|FFFFEE|FEED
TENNESSEE
Chattanooga DDXDDX|XXXXXX|DDXDDD|DDDDDD(DD DD
Knoxville* /DDDDDX|DDDDXX|XDDDDD|(EEEEDD|DDDX
WEST VIRGINIA
Charleston™.........cocoo...) FFEFEE|EEDDDDIDDDDDD|EEFFEE|EEEE
Huntington-Ashland*...... EDDDXX{DDDDXX|XDXDXD|EFFFFF|FFFE
8 Data are for Janua: uly, September and N ber of each year.
Latest month shown is ?::ly, 1959 m s: X = leaa than 6%; D = 6-8.9%:;
E=9-11.9%; F=12% or more of the ocal labor force unemplo ed.

Note: Asterisk indicates areas continuous!
substantial labor surplus, except as shown in table, since
Industrial AreuJbA National

ciation (1957), pp.
Source:
1959?

Employment Securit

loyment Seounty,
(August 19 S—Auzust 1959).

clagsified as areas of labor surplus or
September 1951,
roblem, Planning Pamphlet No. 98, National Planning Asso-

rea Redwelopment Act, U. S. Senate, 86th Congress, 1st Session (February,
T he Labor Market and E:

See Depressed

S. Department of Labor, Bureau o
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level unemployment is a result of the decline in textiles; in Pennsyl-
vania, Illinois, Kentucky and West Virginia it is due to the drop in
coal production, among other things; Michigan has joined the states
with high level unemployment as a result of recent job displacements
in the auto and other durable goods industries. All of the communities
with high levels of persistent unemployment have been affected in
one way or another by structural changes such as the migration of
industry, shifts in demand, technological change, rising imports and
declining exports, and in a few cases the depletion of resources.

It is clear that the incidence of unemployment is extremely high
in these local labor market areas. We cannot tell, on the basis of
published data, to what extent the same individuals remain in the
ranks of the unemployed over time. The few studies which have been
made, however, reveal clearly that a substantial proportion of the
long-term unemployed in these areas are workers past 45. Despite
the fact that workers in this age group do not constitute a dispro-
portionate share of total unemployment nationally, they do represent
the hard-core of unemployment in many local areas. As indicated
earlier, this problem has been of concern to at least some of our
policymakers. Thus far, however, we have no national policy to
deal with this serious, and intractable problem. Other countries—
notably Great Britain—have been confronted with the same problem,
but have taken positive steps to ameliorate conditions in depressed
areas.?!

SuMmMmarYy aND CoNcCLUSIONS

The results of this survey of the incidence of persistent unem-
ployment may be summarized as follows:

1. Long-term unemployment has accounted for between 20 and
30 per cent of total unemployment since 1955. There was
considerably more long-term unemployment during the recent
recession than in the two earlier post-war recessions.

2. Unemployment rates among younger workers are dispropor-
tionately high; this is especially true of single, male workers
under 25.

3. Unemployment among non-white workers is about twice
their proportion in the labor force, and the incidence is
particularly heavy on male, non-white workers.

% See William H. Miernyk, “British and American Approaches to Structural
Unemployment,” Industrial and Labor Relations Review (October 1958), pp.
3-19.
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4. Blue collar workers (laborers, operators, and craftsmen) in
mining, construction and manufacturing have had high rates
of unemployment in recent years.

5. There is a heavy concentration of persistent unemployment
in 27 major labor market areas and in 65 smaller areas.

Unfortunately, the available data on unemployment raise as well
as answer questions. They tell us among what groups—and in what
areas—unemployment is concentrated. But we are unable as yet
to combine the data on the duration of unemployment with the char-
acteristics of the unemployed. Post-exhaustion studies—and the few
surveys that have been made of unemployment in depressed areas—
reveal that many individuals are unemployed for long periods of
time. Indeed, some of those past middle age become discouraged
after months—or even years—of fruitless job-searching, and with-
draw from the labor market. Such withdrawals cannot be considered
voluntary, and lead to understatement of the true level of unemploy-
ment in our economy.

One conclusion is clear. We need to know much more than we
do at present about unemployment, especially persistent unemploy-
ment. As Senator Douglas has recently said, we must be able to
“distinguish between forces which affect the total amount of unem-
ployment, aside from seasonal and transitional difficulties, and the
forces which determine the particular persons who are unemployed,
namely, the incidence of unemployment.” 22

Steps are now being taken within the Department of Labor to
make a start in this direction. A new program is about to be launched
on a continuing basis by the Bureau of Employment Security which
will add much to our knowledge about the incidence of persistent
unemployment. Next month, the BES will begin to collect data—
based on sample surveys to be conducted in each state by the State
Divisions of Employment Security—which will permit the cross-
classification of unemployment by duration with certain character-
istics of the insured unemployed. These characteristics are: (1) in-
dustry of attachment, (2) occupational group, (3) age, ie. those
under and those over 45, and (d) sex. An independent sample will
be taken in each state which will permit state-to-state comparisons
to be made.

This program will still leave some gaps in our knowledge about
unemployment, since it will be limited to the insured unemployed.

2 Employment, Growth, and Price Levels, op. cit., p. 553.
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TABLE 7
Selected Smaller Areas of Substantial Labor Surplus, 1955-1958
1955 1956 1957 1958
Spring Fall | Spring Fall | Spring Fall | Spring Fall
ALABAMA
Jasper.....ooovcreiceiiern F D D X D X F F
CONNECTICUT
Bristol......ccooeoeieii D X X X D E F F
Danielson..........c...cc..ccee... E D X X D E F E
Torrington........................ D X X X X D F E
IrrINOIS
Harrisburg.........ccoooeeeee.. F F F E F E F F
Herrin-

Murphysboro-

West Frankfort............ F F F F F F F F
Litchfield................ . E D E X E D F E
Mount Vernon E D E D E D F E

INDIANA
Connersville.................. X X X X X E E D
Michigan City-

La Porte F D E D D X E E
Muncie........... D X D F E D F F
Vincennes...........cccooeo...... F F F E E E F E

KENTUCKY
Corbin..coovevieeeeieeec F D F E F E F F
Hazard........ 1 F F E E E E F F
Madisonville.................... F E E D E E F F
Middlesboro-

Harlan......ccooeeen. F E F E F F F F
Morehead-

Grayson........c.ccooouu. F E E D F E F F
Owensboro.................... E D D D D D F E
Paintsville-

Prestonburg................. F E E D E E F F
Pikeville-

Williamson.................... F F F E E F F F

MAINE
Biddeford-
Sanford........ccccocoenrnenne. F E F D D E F F
MARYLAND
Cumberland....................... F F F F F E F F
MASSACHUSETTS
Milford.......cococovvvnnn. D X X X D D F E
North Adams X X X X D D F F
Southbridge-
Webster..........ccccoo....... E D X X X E E E
MICHIGAN
X X X X X E F F
D X X D D D F F
D X X X X E E D
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TABLE 7 (continued)
Selected Smaller Areas of Substantial Labor Surplus, 1955-1958

1955 1956 1957 1958
Spring Fall | Spring Fall | Spring Fall | Spring Fall
Escanaba..............cc.c......... E X D X E E E F
Ionia-Belding-

Greenville...................... X X X X X D E F
Iron Mountain.................. F D D D D D E F
Marquette.......... ., D X D D D D F F
Monroe....... J D X D D E D F E
Owosso....... X X X X E F F
Port Huron.........cccoene..... E X D D D D F F

Missourrt
Joplin.......cooviceeeeene, E X X X X D F D
New York
Amsterdam E D E X E F F F
Auburn, E X X X X D F F
Gloversville F X X X X D F F
O=r0
Athens-Logan-

Nelsonville................ E D X X X X F E
Cambridge E X X X D X F D
Springfield D X X X E D E

OXLAHOMA
McAlester............cooeuean., D D D D E D E E
PENNSYLVANIA
Berwick-
D E E D D E F F
F E D X D D F F
Lock Haven... ] E D X D D E F E
New Castle........................ F X X X X X F F
Qil City-

Franklin-

Titusville........ccco.......... E X X X X X F E
Pottsville.....c....ccoevennne. F F F F E F F
Sunbury-

Shamokin-

Mt. Carmel....................... F
Uniontown-
Connelsville.................. F F F F F F
TENNESSEE
LaFollette-
Jellico-Tazewell........... F F F F F E F F
TExAs
Texarkana......................... E D D D E D E D
VIrGINIA

Big Stone Gap-
Appalachia................ F F E D D E F E
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TABLE 7 (continued)
Selected Smaller Areas of Substantial Labor Surplus, 1955-1958

1955 1956 1957 1958
Spring Fall | Spring Fall | Spring Fall| Spring Fall

Radford-

Pulaski.......cc.cooernenenn. E D D D D D E E

WEST VIRGINIA

Beckley........ocoovvvvveiecnnn, F F E E D D F F
Bluefield............................ E D D X D X F F
Clarksburg.. D X X X X D F F
Fairmont..... E E D D D D F F
Logan........... F E D D D D F F
Morgantown... .| E X X X X D F F
Parkersburg.................... D X X X X X E D
Point Pleasant-

Gallipolis............co.ccu.....] E D D D D X E F
Ronceverte-

White Sulphur

SPrings.......cooeeriennnn F D E D D D F F
Welch.......oooovveeereane. F D D D E F F F

Symbols: X = less than 6%; D = 6-8.9%; E = 9-11.9%; F = 12% or more of local
labor force unempl%ed.
9)Source: Area-Redevelopment Act, U. S. Senate, 86th Congress, lst Session (February

And the latter will be classified by only a few broad characteristics.
As a contribution to the steadily improving body of labor statistics
we have in this country, however, its importance cannot be over-
stated. Hopefully, the results will prove sufficiently rewarding to
lead to broader coverage, and to the collection of more detailed data,
in the future. If we are to have a sound public policy designed to
eliminate—or at least to minimize—persistent unemployment we can-
not learn too much about the causes of unemployment, the reasons
why it persists in some cases, and the characteristics of those who find
it most difficult to obtain work once they have been forced into the
ranks of the unemployed.



DISCUSSION

Robert L. Aronson
Cornell University

There is little question that long-term unemployment has been
increasing in recent years. Measures other than those used by Pro-
fessor Miernyk confirm the trend.! Moreover, if account is taken
of the turnover among the unemployed, the measure used in the
paper under consideration may understate the absolute magnitude
of long-term unemployment. In 1957, for example, of the nearly 11
million different persons who experienced unemployment in that year,
about one-third experienced 15 weeks or more of unemployment;
14 per cent were unemployed for 27 weeks or more, though not con-
tinuously.?

My assignment is to comment on Professor Miehnyk’s discussion
of the characteristics of the long-term unemployed. In this respect,
Professor Miernyk’s excellent discussion invites comment on four
points: (1) the adequacy of the measure used to describe the pat-
tern of incidence of long-term unemployment; (2) the coverage of
significant variables affecting the incidence; (3) the complexity of
the pattern; and (4) the influence of labor force dynamics on the
incidence and rate of long-term unemployment.

1. Because of the lack of a continuous series on the character-
istics of the unemployed cross-classified by duration of unemploy-
ment, Professor Miernyk has used the average rate of unemployment
to identify those groups in the labor force which probably account
for the bulk of long-term unemployment. Is the pattern revealed
by this measure consistent with that revealed by such data as are
available on the characteristics of the long-term unemployed? In
general, the answer must be in the affirmative. With one exception,
Census data on the characteristics of workers continuously unem-
ployed for 15 weeks or more in 1954, 1955, and 1958 reveal much

1 Between 1952 and 1956 the proportion of persons who cumulatively exper-
ienced 15 weeks or more of unemployment in each of those years increased by
50 percent, and those who experienced more than 6 months or more of unemploy-
ment increased by 82 percent. In each of those years, it may not be noted, the
average rate of unemployment was below 4 percent. See The Extent and Nature
of Frictional Unemployment, Study Paper No. 6, Joint Economic Committee,
86th Cong., Ist Sess. (November 12, 1959), Table V-2, p. 62.

3 Ibid., p. 14.

40



Discussion 41

the same pattern of incidence® The major exception that emerges
from these data is a definitely higher incidence of long-term unem-
ployment among men than among women* This appears to be a
change in the secular pattern of long-term unemployment, and may
be due to changes in the age-distributions of the male and female
labor forces.

Generally, however, one of the puzzling features of the pattern
of incidence of long-term unemployment is its apparent stability
through time and, to a lesser extent, from place to place.® Most
puzzling is the apparent stability of the pattern of incidence despite
secular changes in the composition of the labor force and such insti-
tutional changes as the spread of higher education, the growth of
the public employment services, fair employment practices legislation,
and various collective bargaining practices affecting patterns of labor
turnover and worker mobility. The apparent failure of these and
other significant labor market developments to change very much
the social structure of unemployment clearly invites further research
and analysis of how unemployment gets distributed.

2. The level of educational attainment is one significant charac-
teristic which ought to be included in any study of the incidence of
long-term unemployment. Most labor market and mobility studies
have shown that the level of education has a substantial differential
effect on the incidence of labor turnover, mobility, and duration of
unemployment. For example, a study of older workers in seven
major labor markets, completed three years ago by the Bureau of
Employment Security (BES), shows that the duration of unem-
ployment tends to vary inversely with the level of educational attain-

® The 1954 and 1955 data, which are based on April-September averages, are
in “Illustrative Statistics on Labor Force, Employment and Unemployment,
from the Current ch)ulation Survey of the Bureau of the Census,” Current
Population Reports; Labor Force, Series P-50, No. 61 (December 19§5), Tables
29-31, pp. 22-23; 1958 data are annual averages published in Annual Report on
the Labor Force, 1958, Series P-50, No. 89 (June 1959), Table 32, p. 60.

¢In 1955 the male-female spread among those unemployed for 15 weeks or
more was 5.3 percentage points; in 1958, this spread was 7.5 percentage points.
The same general pattern of incidence, including a higher incidence among male
workers, occurs when the measure used is the cumulative weeks of unemployment
during a given year. See Joint Economic Committee, op. cit., Table I1-12, p. 29,
for such data for 1957.

*For example, see Joseph W, Garbarino, “The Unemployed Worker During
a Period of ‘Full’ Employment,” in A Sourcebook on Unemployment Insurance
in California (Sacramento: California Department of Employment, September
1953), esp. pp. 353-364.
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ment, regardless of age differences among the workers studied.® The
level of education is probably closely related to age, occupational, and
ethnic differences in the incidence of “hard-core” unemployment.

3. My third point is an extension of the observation just made,
namely, that long-term unemployment is an extremely complex phe-
nomenon. For example, in the BES study of the older worker, inter-
occupational differences in the incidence of long-term unemployment
were larger in each age group than the differences between older and
younger workers, even though in every occupation the proportion of
workers unemployed for 6 months or more was greater among
workers age 45 and over than among workers under 45 years of age.?
Professor Miernyk’s analysis of the geographic incidence of chronic
unemployment suggests that the social and occupational incidence
of persistent unemployment may vary from locality to locality, prob-
ably as the result of interstate and regional differences in the indus-
trial and occupational composition of the labor force and employment.
The new BES program to which he refers is a welcome addition to
our resources for analyzing the pattern of incidence by region and
locality.

4. There are two general possibilities with respect to the factors
underlying an increase in the rate of long-term unemployment, given
the apparent stability in the pattern of incidence. One is that the
rate of long-term unemployment has risen for every group in the
labor force, leaving the pattern of differential unemployment undis-
turbed. However unlikely this possibility may seem, it should not
be ruled out. Hauser’s study suggests that the pattern of differential
unemployment has been quite stable, despite marked fluctuations in
employment and output.? The other possibility is that the structure
of differential unemployment has remained unchanged, but that secu-
lar changes in the composition of the labor force and employment
have increased the weight of those groups which typically experience
higher-than-average rates of long-term unemployment.? Although

SBureau of Employment Security, Older Worker Adjustment to Labor
Market Practices: An Analysis of Experience in Seven Major Labor Markets,
BES No. R151 (September 1956), p. 24.

7Ibid., Table 6, p. 23.

8Philip M. Hauser, “Differential Unemployment and Characteristics of the
Unemployed in the United States, 1940-1954,” in National Bureau of Economic
Research, The Measurement and Behavior of Unemployment (Princeton:
Princeton University Press, 1957), pp. 246-264.

® A partial analysis of this possibility is provided in Joint Economic Com-
mittee, op. cit., pp. 62-69.
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data sufficient for a full test of this possibility are lacking, labor force
and employment trends of the last couple of decades cast substantial
doubt on its validity. Generally, the groups whose respective shares
of the labor force and employment have been expanding most rapidly
in recent years are those which typically experience either low rates
of unemployment or high turnover in their labor force status, such
as young male workers, female “secondary” workers, and those em-
ployed in the white-collar occupations and nonmanufacturing employ-
ment outside of agriculture. Labor force participation rates, on the
other hand, have been declining among those groups which typically
experience relatively high rates of long-term unemployment, notably
among nonwhite males and older workers.

W. L. Ginsburg
UAW-AFL-CIO

In this paper Professor Miernyk early points out that besides
those without jobs because of cyclical factors, “many of the long-
term unemployed were permanently displaced from their jobs by
relocation, or liquidation of their former places of employment, tech-
nological change, employment cutbacks due to shifts in demand, or
other changes in our economy which create persistent unemployment.”

It is important that this explanation of some of the demand factors
causing persistent unemployment be underlined so that the frequent
discussion of the characteristics of the long-term unemployed doesn’t
create the false notion that these personal characteristics are respon-
sible for the level of unemployment. What these latter data do tell
us is “who” will be laid off, or who will have a longer period of unem-
ployment, etc., when employers cutback their work force, or are not
hiring.

In a U. S. Department of Labor pamphlet entitled “The Unem-
ployed—Spring 1959,” the following appears (page 38):

“Lack of skill is also an important factor in long-term unem-
ployment. Half the long-term unemployed are semi-skilled op-
eratives and unskilled laborers. Only 16 per cent of the long-
term unemployed are in all of the white collar occupations.”

To start with merely showing the proportion of total long-term
unemployment which each occupational group comprises, without
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the rates of unemployment for each of these groups, is meaningless
and misleading. Moreover it ignores the basic economic factors which
are discussed below.

Though the same pamphlet and other statements of the Depart-
ment of Labor do examine other aspects of unemployment, the focus-
ing on the personal characteristics of the unemployed diverts attention
from much-needed government action to reach the economic roots of
persistent unemployment.

Moreover, the concentration on skills, education, color, age, and
other characteristics of the long-term unemployed is based on an
implicit theory of how our economic system works which has little
relation to reality. The employer in this model, (which assumes a
perfectly mobile labor market) begins by hiring the most productive
workers, and continues hiring until the marginal product added by
the last worker just equals the marginal profit. How this ability to
gauge the relative productivity of each worker is reconciled with the
machine mass production techniques of American industry is never
made clear. And from this model, flows the idea that the employer
would continue to hire if only the skills and productivity of the mar-
ginal worker were greater.

The information on the long-term unemployed does show that
laid-off non-white and older workers have a much harder time gain-
ing reemployment as discrimination against such groups is widely
practiced by employers who can pick and choose in a labor market
where there are far more workers than job opportunities.

Professor Miernyk, in his paper, points out the impact of dis-
crimination against these two groups by citing unemployment rates
twice as high for non-white workers compared to white workers,
and referring to special studies analyzing job finding problems for
workers 45 and over. Many of the published nationwide data conceal
the difficulties experienced by older workers because of the offsetting
factor of union contracts which require that workers be recalled on
the basis of service.

A special tabulation by the Michigan Employment Security Com-
mission (MESC) made of Flint, Michigan workers in May 1959,
underlines how such clauses aid older workers. In Flint, an auto
center, a large percentage of the men are covered by union contracts.
While male workers 45 years of age and over comprise one-third of
the total work force, less than one-fifth of the male unemployed were
in the 45 and over age group.
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Among women—most of whom would not be working in estab-
lishments covered by union contracts—a different pattern prevails.
The 45 and over age group make up one-fourth of the female work
force. During May 1959 they comprised one-fourth of the female
unemployed. In the subgroup of 55 and over the unemployed per-
centage is somewhat higher that the labor force participation figure.

Statistics of duration of unemployment underscore the extent of
discrimination against non-white workers. Almost one out of two
unemployed from this group had more than 15 weeks without a job
during 1957, in contrast to one of three whites with that much
employment.

Though the rate of long-term unemployment among professional
groups was only a fraction of the comparable rate among laborers,
(March 1959), the conclusion that there is a close correlation between
skills and job holding is unwarranted. For a further look at the
occupational distribution of the long-term unemployed ! reveals many
examples of workers with lesser skills having lower rates of unemploy-
ment than workers with greater skills. Only 4.1 per cent of clerical
workers had been unemployed for 15 weeks or more, while 7.3 per
cent of craftsmen (e.g. skilled toolmaker) had been unemployed for
a like period. Among domestics, about one of twenty were suffering
long-term unemployment, while among operatives (e.g. a lathe op-
erator) a much higher proportion—one of twelve—had been unem-
ployed for 15 weeks or more.

What these data reflect are the economic factors affecting the
demand for labor of various occupational groups. Research and de-
velopment work and much of the office administrative, overhead of
modern management continue even during recessions and conse-
quently layoffs for persons in those activities are relatively small.
Domestic workers, employed for the most part by higher income
groups—many of whom are in the more secure occupations—likewise
experienced a steady demand for their services.

Improvement of Statistics of the Unemployed

As Professor Miernyk concludes, it is essential for the develop-
ment of sound public policy that our information on the unemployed
be expanded, and look for significant data to be developed through

1 Employment, Growth and Price Levels, Hearings before the Joint Economic
Committee, 86th Congress, 1st Session (April 25-28, 1959), page
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the new series on unemployment inaugurated by the Bureau of Em-
ployment Security (BES). But since the new more detailed analysis
of duration of the unemployment of the BES covers only the insured
unemployed, it might reflect far more such inadequacies of unem-
ployment compensation laws, as duration of benefits and unreason-
ably restrictive, disqualifying provisions, than provide new insights
into persistent unemployment.

Far more valuable would be further expansion of the monthly
labor force reports to include a regular sampling of households in
areas which have had surplus designation for long periods. Current
data reveal only rate of unemployment in those areas, and the number
only where the state agency publishes it. Information on duration
of unemployment on those who succeed in finding jobs, those who
drop out of the labor market because of discouragement and other
pertinent facts on the composition of the unemployed groups are
lacking.

As a suggestion, it would be well to separate the regular survey
into two distinct sample groups—one from distressed areas and one
from other areas. In addition, special surveys of selected distressed
areas might be conducted once or twice a year to gain new knowledge
of structural unemployment.

Two other features of the unemployment statistics should be
noted: The first is the failure to make a specific attempt to count
all persons who are not seeking a job because of heavy unemployment
in their area. Unless an unemployed person volunteers such infor-
mation he is not counted in the ranks of the unemployed. The second
is the need to publish projections of the labor force based on the
assumption of a healthy economy. During the recent period of
retarded economic expansion the rate of growth of the labor force
has been slowed, resulting in an understatement of the number
unemployed.

To meet the problems posed by persistent unemployment,
spokesmen for the labor movement have urged a series of programs.2
Basic is the need for the administration to gear its policies so that
a growth rate of five per cent a year in our national product can be
attained. A slower rate of expansion in the face of an approximate
four per cent annual productivity gain and a one per cent rise in the
civilian labor force will mean further increases in the number of

%For a fuller discussion of the details of such programs see, for example,
testimony of Walter P. Reuther before the Special Senate Committee on Unem-
ployment Problems, Detroit, Michigan, November 12, 1959.
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unemployed. Specifically, labor has urged the adoption of an area
redevelopment bill, which can bring economic aid to chronic labor
surplus areas; assistance to displaced workers in the form of voca-
tional retaining, moving expenses to other areas, etc.; minimum
federal standards for the amount and duration of unemployment
compensation ; and modifying current government procurement prac-
tices to channel more contracts into distressed areas. Also, advocated
have been a Federal fair employment practices act and the explora-
tion of the feasibility of retirement at earlier ages under social security
for displaced older workers.

Jacos J. KAUFMAN
T he Pennsylvania State University

In discussing “The Incidence of Persistent Unemployment,” Pro-
fessor Miernyk has attempted to measure, identify, and describe
what he calls “persistent” unemployment and what others call “chron-
ic” unemployment.

One of the most significant points raised in the paper is that we
are developing an “erosion in the concept of ‘full employment’ in this
country.” I would like to comment briefly on this point. If some
economists are willing to accept a level of unemployment of from
five to seven per cent at a national level in order to avoid inflation
it would mean that we would have to accept levels of unemployment
of probably 10 to 14 per cent in areas of chronic unemployment.
What is disturbing is that we are permitting a national average of
unemployment to hide a level of unemployment in certain areas of
the country which, if this level existed for the nation as a whole,
would be considered calamitous. It has always seemed to me that
we have permitted averages to guide our national economic thinking
without paying any attention to the variation around those averages.

For example, during the more recent recession when the level
of unemployment rose to a point where it was at least subject to
public debate with respect to its severity, there was a great deal of
concern over the problem of not only cyclical unemployment but also
chronic unemployment. As soon as the cyclical element of the unem-
ployment was reduced we found that discussions of chronic unem-
ployment were also curtailed.

A second point that I would like to comment upon is the question
of identifying and describing persistent or chronic unemployment.
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In a recent study which we conducted at The Pennsylvania State
University on the areas of chronic unemployment in the Common-
wealth of Pennsylvania there was little difficulty in identifying the
areas which have had a long history of high levels of unemployment,
levels which were significantly higher than those that prevailed
either in other areas of the state or in the rest of the country. All
this means however is that the levels have remained high, but we
were unable to obtain adequate information about the “inflow” and
“outflow” into this pool of unemployment. In other words the “net”
unemployment level was known but the “gross” problem was quite
unclear. We would have liked to know what was going into this
pool of unemployment—age, sex, industry origin, etc.—and what
was going out—age, sex, area to which they moved, etc. It seems
to me that there will have to be a considerable amount of work done
in this area. To put the issue another way I would like to see a study
made of people and not of numbers.

Professor Miernyk in his paper did not raise any questions of
what might be done about this problem of persistent unemployment,
except for his statement of the need for a national policy. But those
of us who have been reading his other works on this subject know
quite clearly that he favors a strong national policy in order to meet
this problem. In connection with this question of public policy I
would like to make two comments, both of which are designed to
provoke some discussion. I must confess that both of these com-
ments are being made on the condition that they are subject to
change without notice.

The question of retraining the chronic unemployed has been
raised frequently as one device for eliminating, or at least easing,
these pockets of unemployment which exist throughout the country.
It seems to me that there are two approaches to this question: one
is to retrain people so that they can be employed in jobs created in
their own community by industrial devleopment activities. The other
approach is to retrain workers so that they can raise their sights
and migrate either to other areas of the state where jobs exist or to
other parts of the country where there is greater economic develop-
ment. To put the issue another way it is a question of bringing
either jobs to people or people to jobs. In the course of our study
of the problem in Pennsylvania we found that we were able to
arouse a great deal of discussion on this point. There is one group
that states that the jobs must be created in the areas in which the
unemployed reside. This would require a large industrial develop-
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ment program as well as substantial federal assistance. Another
group has argued that we should allocate our resources to growth
areas and therefore whatever assistance is offered to depressed areas
should be of the type which would facilitate the movement of workers.
I shall not at this point argue either case. At least there is some
agreement that retraining is desirable. But what I shall argue is
that these two opposing positions are being taken, not on the basis
of research and knowledge, but on the basis of logic. I take no
exception to this type of approach, but I would like to urge that we
carry on some experimental programs, with adequate controls, in
order to determine whether or not we can be succesful in retraining
workers for jobs in other areas or other states.

In this connection I would like to point out that a group of us at
The Pennsylvania State University, in cooperation with repre-
sentatives of the United States Department of Labor, have been
carrying on a series of discussions which are designed to develop
certain research projects along these lines. I think that it would be
extremely useful if other university personnel became interested in
this type of problem in their respective states. In fact, it would
even be desirable to have these several universities coordinate their
research activities so that with a limited amount of funds we could
investigate different questions in different areas and avoid dupli-
cation of effort.

My final comment is on the question of federal legislation in the
matter of area redevelopment. There is a group which thinks that
this problem of chronic unemployment must be solved at the local
and state levels. To my mind this is wrong for essentially two
reasons : first, the basic causes of chronic unemployment stem from
national economic factors and not local. Second, whatever efforts
are made by local and state bodies have certain multiplier effects
on the rest of the country. It seems to me that it is wrong to ask
a local community to bear the entire expense of industrial develop-
ment if it is not to obtain all of the benefits from that expense. Con-
gress and others have examined this question with some care. We
have heard a good deal about the Administration Bill and the Doug-
las Bill. We have seen attempts to compromise the differences
between the two bills. To date we have no federal legislation. It
seems to me that there are many areas of agreement with respect to
these two bills. There is agreement that something should be done
ahout it. There is disagreement as to how much should be done,
how the program should be administered, etc. I am fully appre-
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ciative of the fact that each side thinks that if the other bill is
enacted it might result in the failure of the program and therefore
it would be better to have no bill at all.

To my mind there is little we know about this type of program
and its success or failure is unknown. It might be desirable, there-
fore, to develop a compromise program so that we can get started
and see what could be done, even if on a more limited basis. This
failure to compromise during the recent recession may well have been
unifortunate, because with the high national levels of unemployment
everyone was interested in the problem. The problem of chronic
unemployment was considered the number one problem facing the
country. Today it is a forgotten issue.

MvyroN S. SILBERT
Vice Pres., Federated Dept. Stores, Cincinnati, O.

Professor Miernyk in his paper has skillfully squeezed out and
wrung dry the available statistics on unemployment to reveal that
there are a number of identifiable special characteristics of persis-
tent unemployment.

In these comments, I will try to discuss two of the special groups
he has highlighted as having higher incidence of long term joblessness:

1. The younger group 18-24 years.

2. The nonwhite group.

Along with discussing these two groups I will attempt to raise
the question of what we might do to improve the unemployment
picture in each of these groups.

Finally, I will explore what might be done to promote the growth
of the economy as a whole to aid in minimizing unemployment, both
in special groups and in total.

UNEMPLOYMENT IN 18-24 Grour

First, let us consider the younger group 18 to 24 years.

To quote from Professor Miernyk’s analysis:

“Male workers under twenty-four comprise about 9.4% of the
civilian labor force, but account for eighteen per cent of all unem-
ployment.”
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We find additional statistical information on this group in the
recent Study Paper No 6 issued by the U. S, Bureau of Labor
Statistics entitled, “Extent and Nature of Frictional Unemploy-
ment.” Figures were given from the Annual Work Experience Sur-
vey for 1957. Chart 2 of that Study Paper shows that 4.3% of all
experienced workers had unemployment totalling 15 weeks or longer.
For male workers 18 to 24, the corresponding percentage to total
workers in that age was about double, or 8.5%.

The age group of 18-24 has special importance because it is sched-
uled to increase sharply in numbers,

Projections by the U.S. Census Bureau give the following
forecast: “There will be about 25 million persons in the 18-24 age
group in 1970 or about 10 million (67% ) more than in 1957. During
the 10 or 15 years after 1957 this age group will grow relatively
fast, with the growth averaging close to one half million annually
in the early part of the 1960’s and about 1 million per year in the
second half of the decade.”

Now that we know that one of the areas of unemployment con-
centration is in this young group, and that the numbers of this 18-24
group are going to increase sharply, what can we do to meet this
picture?

Can we not use our advance knowledge to prepare a course of
action?

During World War II, I had the opportunity to take part in an
advanced preparation connected with the expected increase in a par-
ticular age group. The draft age was about to be lowered to include
the 18 and 19 year olds. An advance study was made by the Quarter-
master Corps to determine what sizes of uniform items were likely
to be required by the youths about to be added. Size schedules were
adjusted ahead of time and as a result supplies were available to
meet the increased number of young draftees.

We are now forewarned of a sharp increase in this group who
are vulnerable to unemployment. What can we do to be prepared?

Individual companies in the business community can do well to
make plans now to prepare for the increased numbers in the 18-24
group to help orient them and to help them in their search for jobs.

This advance planning should be of special interest to the retail
industry because it draws upon this age group. In my own work
I plan to alert my company to this picture ahead.
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UNEMPLOYMENT AMONG NoN-WHITES

Now let us consider a second group with high incidence of un-
employment, the non-white group. We can quote Professor Miernyk:

“Only one out of eleven members of the civilian labor force is
non-white but about one of five of the unemployed fall in this
category.”

The Study Paper Number Six gives us further information on
those who during 1957 had fifteen or more weeks of unemployment
during the year.

3.7% of the total number of whites with work experience were
in the 15 week or over group and 9.2% of the total number of non-
whites with work experience were in the 15 week or over group
of unemployed.

The figures of unemployment of any duration for the same year
1957 were 11.2% of the total whites and 21% of total non-whites.
For the white males it was 12.3% of total whites with work experi-
ence, and 24.3% of total non-white males had some unemployment
during the year.

Professor Miernyk quotes Ewan Clague who pointed out that
non-white workers “are heavily concentrated in unskilled jobs which
always have high rates of unemployment for both white and non-
white workers and many non-whites are low on the seniority ladder
because they got jobs in industrial areas in recent years.”

What can we do to meet this problem?

How can we expand the employment opportunity for non-whites?

I have had the opportunity to observe the work of the President’s
Committee on Government Contracts in the efforts to extend equal
job opportunity to white and non-white.

Equal job opportunity is the real American way but there are
also many benefits for the companies who will follow such a program.
Here is a group of almost 10% of our whole population who given
an equal opportunity for earning power could furnish a substantial
increase to the market for all our products, thereby extending oppor-
tunities for employment for everyone.

NEeED FOR FAasTER GrowTH FOR WHOLE EcoNoMy To MINIMIZE
UNEMPLOYMENT BoTH IN SpeciFic ProBLEM Grours
AND IN ToraL

Professor Miernyk’s paper demonstrates that unemployment often
arises from specific problem groups and specific geographical areas.
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Each specific problem and each specific geographical area will need
specific cures.

Along with these specific solutions for special groups of unem-
ployed and even specific cities, there is a need for encouraging a
faster growth of the economy as a whole. Otherwise, we might be
curing the problems of one group by increasing the problems in
another.

There are many sound ways to stimulate growth without stimu-
lating inflation. I am sure that both of our political parties favor
growth that would reduce total unemployment and would avoid
inflation.

May I mention one way in which the brainpower of our learned
societies might be tapped for sound methods of developing growth
with stability ?

This Industrial Relations Research Association and perhaps
the other allied Social Science Associations might invite their mem-
bers to prepare written suggestions on ways of encouraging economic
growth and stability. The suggestions could be screened and the
promising ones forwarded to the Cabinet Committee on Growth and
Stability. An appropriate scroll would be awarded for all meritorious
suggestions—a fitting reward for the idea given.

In any event it is important that the community develop its best
ideas to supplement the complex workings of our society to achieve
added growth with price stability.
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A FORMULATION OF LABOR’S VIEWS

I. S. FaLk

Consultant on Health Services, United Steelworkers of America

1. INTRODUCTION

Though long concerned with the provision of medical care, my
attention has been focused on community-wide and national interests.
Accordingly I had not thought of myself as qualified to appear as
a spokesman for “labor” on health plans under collective bargain-
ing. However, in the past year in which I have been retained as a
consultant on health services by a large labor union I have found
no incompatibility between my accustomed views and those ex-
pected from me in this specific relationship. On the contrary, I
have found myself in congenial company. Nor is the reason hard to
find: The hopes and aspirations of labor leaders with respect to
medical care for their members coincide in all major respects with
those which many of us have come to regard as the sound objec-
tives for society as a whole. Indeed, it is no exaggeration to say
that labor has spoken with more vision and with broader perspec-
tive for the community-wide interest in medical care than many
others—like public officials—from whom we had reason to expect
leadership for the general welfare.

In another sense, too, mine is any easy role in this conference.
I have long held there need not be, and indeed should not be, any
basic differences between labor and management toward achieving
the best medical care that is feasible for employees and their de-
pendents; and that if there are differences on important details, it
should be possible to resolve them by constructive negotiation.

Somewhat similar views have been well expressed by the Foun-
dation on Employee Health, Medical Care and Welfare, Inc.
Referring to labor and management’s unity of interest in health
insurance programs, the Foundation recently said:!
“. . . health and welfare plans represent a unique area of labor-
management cooperation. In no other field do employers and unions
have a comparable identity of interest. Once they have agreed on
how much money is to be available to provide employee health

1 A. J. Hayes and John I. Snyder, Jr., Co-Chairmen, 4 Regort on the Plans
and Progress of the Foundation on Employee Health, Medical Care and Welfare,
Inc. (undated), p. 2.
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benefits, the dividing line between them evaporates. They are
united in a single, common objective: how to obtain the best bene-
fits in quantity and quality at the lowest possible cost.”

And since the spokesman for management on our program today
is a Co-Chairman of that Foundation’s Board of Directors, you
are apparently not promised a very sharp or lively debate on .some
aspects of our subject—at least not from the primary speakers.

Though I refer at the outset to agreement on objectives, I am
not unmindful this is only a net or on balance agreement because
neither labor nor management speaks with one voice. There are
many differences of opinion within each group and many conflicts
between the two groups on the general patterns of health plans, on
service wersus cash or indemnity benefits, on deductibles and co-
insurance, on selection of insurance carriers, on relations to open
panel and group practice plans, on finances, etc. Indeed, disagree-
ments on the specifications for health plans often loom so large
as to seem to challenge whether there is really agreement on ob-
jectives. I am inclined to believe, however, there is much more
agreement than disagreement, and that the areas of agreement grow
broader—certainly within labor and probably between labor and
managerment.

One further reservation. In presenting a formulation of labor
views I do not offer it as an authorized statement from Ilabor
unions generally. I only attempt to give you my understanding
of what most of labor has said or indicated, and what progressive
labor leaders are trying to achieve—and why.

2. PrincIiPLES OF RESPONSIBILITY FOR MEDICAL CARE

We have been asked to focus our discussion on responsibilities
for medical care. Let us therefore first be clear that we are not
confined by any historic fixed, immutable or universally accepted
principles of responsibility applicable to this necessity of life. We
cannot afford the time to review the long history of medical care
and its place in society. It may be sufficient to recall that in the
course of social evolution the responsibilities for having medical
resources available, obtaining medical care and paying for it have
been shared in various and changing proportions among the indi-
vidual, the family, the tribe and the whole society, between the
master and his servant, between the employer and his employee;
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and within any society, among diverse religious and secular insti-
tutions. Also, the diverse and changing patterns of responsibility
which have prevailed in the course of time are matched by diversity
and change throughout the world, and indeed within the United
States, today.

When the need for medical care arises from a work-connected
cause, the responsibilities of the employer are generally fixed by
custom and statute, though even in this area there are important
variations in the implementing patterns; and changes occur as insti-
tutions like social insurance emerge and evolve. When the need
is not work-connected in origin, the patterns of responsibility have
been and they are whatever each society chooses them to be at any
particular time. A complex of principles concerned with social
responsibility, equity, convenience and necessity have dictated the
practices in the past. The patterns are likely to be determined
similarly in the future.

3. THE REceENT DEVvELOPMENT OF EMPLOYEE BENEFIT PLANS

Management and labor have long had common as well as sepa-
rate interests in the health and well-being of employees and their
families. Medical care plans associated with the employer-employee
relation have a long history, but until recently their development
in the United States was relatively slow in numbers, and highly
limited in benefits provided. In 1930 only about 1.2 million em-
ployed persons (about 2 percent of the labor force) and 1-2 million
dependents were receiving personal health services through group
payment plans sponsored by employers, employee groups or both.2
But now, 30 years later, about 40 million wage and salary workers
(about two-thirds of the total in the labor force) and about 60
million dependents® have some health insurance coverage under
employee benefit plans.

It is well to recall that this massive development of health plans
paralleled the rapid growth of private plans providing pensions or
life insurance but that it had a somewhat different objective. In
the last 25 years, the demand for pension and life insurance under
collective bargaining agreements aimed at supplements to the basic

? Pierce Williams, The Purchase of Medical Care through Fized Periodic
Payments, (New York, 1932) ; I. S. Falk, C. Rufus Rorem and Martha D. Ring,
The Costs of Medical Care (Chicago, 1933).

*Estimated from: Alfred M. Skolnik and Joseph Zisman, “Growth of
Employee-Benefit Plans, 1954-57,” Social Secursty Bulletin (March 1959),
table 2.
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social security benefits; but the corresponding demand for health
benefits has been focused on basic or comprehensive protection
because—-with minor exceptions—no personal health service bene-
fits were included in the public program for the self-supporting
members of the labor force. The spokesmen for business had joined
the medical profession and the insurance companies in defeating
the proposals first for a Federal-State health service program and
later for national health insurance. Management could not then
plead surprise that it found itself confronted at the bargaining
toble with demands for the comprehensive health service benefits
it had helped to deny labor through legislation.

When organized labor saw at best only a dim outlook for
winning comprehensive health insurance through social security
legislation, its only practical alternative was mass group insurance
through the payrolls of commerce and industry. While continuing
to ask for improvements in the Social Security coverage and bene-
fits, and expressing willingness to pay their share of the costs,
major labor groups undertook to get as much improved protection
as they could from and through employers. They were assisted
during and directly after World War II by strong anti-inflationary
restraints on wages but not on employer expenditures toward pen-
sion and insurance fringes, by normal and excess-profits taxes which
made such expenditures largely costless to employers, and by
statutory provisions, administrative rulings and court decisions
which placed pensions and insurance within the scope of collective
bargaining.

Rapid growth of employee benefit plans in wartime was further
accelerated between 1945 and 1950 by—

1. The extensive program achievements of the United Mine
Workers under the Krug-Lewis Agreement of May 1946
after the coal strike and Government possession of the coal
mines;

2. The Report of the President’s Steel Industry Board in July
1949, recommending inclusion of non-contributory social in-
surance (as well as pensions) in the collective bargaining
agreements of the basic steel industry;

3. The broad insurance provisions of the 1949 UAW con-
tracts with the automobile manufacturers and the USW
contracts with the basic steel industry; and

4. The continued defeat of health insurance proposals under
the Social Security Act.
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In 1948, about 3.0 million workers had some health insurance
under collective bargaining agreements; but by mid-1950 nearly
every major union had negotiated some health benefits, with about
7.7 million workers covered under specific agreements; and by the
end of 1954, the number had grown to 12 million workers and 17
million dependents.*

The post-war expansion of coverage for health benefits under
specific collective bargaining agreements is, as you know, only a
part of the picture because these developments affect, and are affected
by, provisions for the labor force generally. For example, at the
end of 1954 there were 31 million workers and 44 million depend-
ents—a total of 75 million persons—with some health benefits
under all private employee benefit plans® By the end of 1957,
the total had grown to 94 million—37 million employees and 57
million dependents, involving about $3 billion a year in contri-
butions or 1.3 percent of aggregate wages and salaries, with about
60 percent of the coverage non-contributory.® The number under
such private plans is probably in excess of 100 million now, and
the annual private contributions are probably about $3.5 billion.
It is therefore no exaggeration to say that health insurance benefits
are now widely established elements in collective bargaining and
in the employer-employee relationship.

Coverage of large numbers, however, is not of itself a measure
of the effectiveness or the value of the insurance protection. What
matters much more is the extent to which the insurance actually
covers the costs of personal health care. Since most of the insur-
ance extends to limited types of services (mainly hospitalization
and surgery) and to limited amounts of charges incurred for such
services, the effectiveness of the insurance is shockingly low. For
example, in basic steel, where the standard health insurance con-
tracts are broader than in industry generally, the benefits cover
something less than 40 percent of average total private costs of
medical care, leaving more than 60 percent to be met by the families
through other insurance or by out-of-pocket expenditures. In most

‘377‘5;‘; American Workers’ Fact Book, U. S. Department of Labor (1956),
Pp. .

® Welfare and Pension Plans Investigation, Final Report of the Committee
on Labor and Public Welfare, Subcommittee on Welfare and Pension Funds,
U.S. Senate, 84th Congress, Report No. 1734 (April 1956), p. 81.

¢ Skolnik and Zisman, op. cit., pp. 7-10.
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employee benefit plans the effectiveness index is probably less
than 33 percent.

The scope of benefits provided by the health plans has been
broadening, slowly. But the costs have been increasing, rapidly—
at the rate of something between 5 and 10 percent a year for the
same limited benefits. Part of the increase is justified, by the need
to meet deficiencies in hospital services, wage rates, etc. and to
provide expansion of services which are below an adequacy level;
but part is not, reflecting unwarranted frequency and duration of
in-patient hospital care, and almost inexplicable volumes of surgical
and other medical attendance, laboratory and related services, etc.
This mixed situation appears very clearly when utilization rates
and costs are compared for (a) the typical Blue Cross, Blue Shield
and commercial contracts and (b) well organized group practice
plans which provide comprehensive benefits on a service basis
through practitioners who are not paid on a fee-for-service basis.
Nor are rapid increases in the insurance premiums surprising since
most of the group health insurance contracts are of such patterns
that they are in effect signed blank checks to physicians and
hospitals.

Labor is proud of the insurance coverage which has heen
achieved and is appreciative of the substantial contribution which
the insurance has made to the health, welfare and economic se-
curity of its members. Nevertheless, labor is greatly dissatisfied
with persisting gaps in insurance coverage and in its continuity,
the limited scope of benefits in most of the plans, the large and
burdensome non-insured charges, the steeply rising costs of the
insurance, and the uneven quality of the care that is available to
the insured. More and more labor leaders, aware of dissatisfactions
among their members, have therefore been giving increasingly
close attention to experience under the health insurance programs
and have been reformulating their goals and objectives.

4. LaBoR’s GoaLs FOR ITs MEMBERS AND FOR SOCIETY

In the recent period of rapid growth, even more than in the
prior decades, management and labor “bought” such health insur-
ance as was available to them in the market place. The insurance
carriers determined the patterns, largely if not mainly according
to their own interests and their competitive needs. About one-half
of the coverage under employee benefit plans is underwritten by
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commercial insurance carriers, somewhat less by Blue Cross and
Blue Shield, and the remainder by all other carriers and arrange-
ments.” Management, with some notable exceptions, has been com-
placent, agreeable or favorable to this situation; it has been pri-
marily interested in buying insurance on the easiest available
basis—often shopping around for the greatest uniformity of benefits,
at the lowest possible price and the least involvement with organized
medicine. Labor, also with many exceptions, has been increasingly
interested in having health insurance—not merely insurance against
sickness costs; it has become deeply interested in the kind and the
quality of care that is available, as well as in the insurance against
the costs, and has actively supported many groups and agencies
that are trying to effect improvements in the services as well as
in the insurance. In these respects, labor—far more than man-
agement—has been concerned with its responsibility for medical
care, and not merely for its own membership but for the whole of
our society.

Labor’s goals have been variously expressed. I venture to sum-
marize them in the following five points:

1. Comprehensive health care—preventive, diagnostic, thera-
peutic and rehabilitative ;

2. Of high quality, with adequate continuing professional con-
trols;

3. Well organized for availability, continuity and economy in
the health services, preferably through group practice where-
ever practical;

4. Fully covered by insurance, to the maximum extent prac-
tical; and

5. Services and insurance for active, laid-off, disabled and
retired employees and for their dependents.

Labor is not asking for more money with which individuals
may try to pay for more or better health services, because no
reasonably conceivable increase in wages will serve. Labor is
asking for the assured availability of the care that is needed and
that can be had as a result of group action. The goal is compre-
hensive service benefits under the insurance arrangements, not
limited cash indemnity benefits—however ingeniously designed. The
need is for care available without financial barriers or burdens,
including ready access to preventive services and encouragement

T0p. cit. p. 3, Skolnik and Zisman, table 1.
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to early discovery and diagnosis of disease—the essence of modern
preventive medicine. To achieve these goals the insurance arrange-
ments must take account not only of kinds, duration and amounts
of benefits but also of organization of the services, quality and con-
trols. Labor realizes that this is not a program that can become
generally available immediately ; rather, it is a target for the decade
ahead.

Labor leaders hope that their goals have been made more rapidly
realizable now that the American Medical Association has accepted
group practice as capable of providing good medical care even when
linked with group payment, and has enunciated the policy that free
choice of medical care benefits under collective bargaining agree-
ments extends to free choice of group practice as well as of open
panel plans. The desired developments will be accelerated if they
are aided by organized medicine. But I have the impression that
labor will strive to achieve them even if some medical associations
resist or obstruct.

It should be expected that, while working toward the long-
range goals, labor will seek improvements in the current insurance
programs as the opportunities arise. The prevalent insurance plans
now probably do not cover, on the average, more than one-third of
the family medical care costs for those who are in employee-benefit
plans,8 though about 80 percent of the total costs have to be covered
if the family is to be protected against uncertain and potentially
burdensome costs. There is therefore much room for improvement
by increasing the comprehensiveness of the benefits, shifting from
limited indemnity to full service benefits, increasing the continuity
of coverage as employment status changes, etc. In addition, progress
toward the longer range goals will require introduction into current
contracts of provisions for steps that may be taken toward the
achievement of improved future programs, especially with respect
to development of better organized and more economical patterns
for the services—whether through open panel or group practice
plans. And labor will presumably increasingly demand that, where

®Illustrative estimate for 1957: Total U.S. private expenditures for health
and medical services (dxrect payments and. insurance benefits, only), $14.7
billion, or $87 per capita; total benefits under employee-benefit plans for 94
million persons, $2.7 billion, or $29 per capita—33 percent of total per capita
private expenditures. (Ida C. Merriam, “Social Welfare Expenditures, 1957-58,”
Social )Security Bulletin (March 1959), table 6; and Skolnik and Zisman,
op. cit.
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group practice prepayment or related programs are or become
available, the contracts should permit free choice of plan by the
ingured as far as this may be practical.

I would not want to give the impression that I think the indi-
cated goals can be approached or attained altogether amicably and
without conflicts. But I think the conflicts will be minimized if
management understands labor’s goals; and if management rep-
resents its own interest disassociated from the separate—coinciding
or conflicting—interests of insurance carriers or of those who pro-
vide health services. I believe that in insurance as in other fields,
when alternatives are available, management should respect the
right of employees to have their interest judged by representatives
of their own choosing rather than by management alone or by others,

5. PLANNING, ORGANIZATION AND ADMINISTRATION

As you know, there is large diversity among the character-
istics of employment-related medical care plans. If they are sub-
ject to collective bargaining, they vary as to single or multiple
employer coverage, how and to what extent their characteristics
are negotiated, whether adminstered by the employer, the union
or through a joint employer-union machinery, and who determines
or selects the insurance carrier, the scope of the benefits and the
manner in which they are provided. If the plans are not directly
subject to collective bargaining, they are generally more or less
wholly controlled by the employer but they are affected by what
happens among negotiated plans. It would take us too far afield
today even to attempt to summarize the patterns and their varia-
tions. It may suffice, with respect to plans that are under collective
bargaining, to refer to some prevalent practices which most labor
organizations do not like and to changes which more and more
labor leaders want to see effected.

Recalling the summary picture I gave you of what appear to
be labor’s long range health goals, I would place first emphasis on
the desire for joint management-labor agreement on the goals and
on the planning of long range programs. Second, labor leaders in-
creasingly want a much larger share in the process of making de-
cisions about the characteristics of current plans within the frame-
work of negotiated finances. Third, more and more labor organiza-
tions want completely joint participation in the continuing oversight
of operations, in the receipt of adequate reports on operating expe-
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rience and in periodic evaluations. Fourth, labor people—particu-
larly in some of the largest unions—want a more adequate role
and the cooperation of management in ensuring that the current
resources of the plans are utilized toward the organization of those
medical services and the development of those insurance practices
which will eventually give employees the kinds of plans they want.
Nor are these four changes in collective bargaining for health plans
academic or only long range: For example, all four have been
vigorously pursued in the basic steel negotiations of this year.

If such demands on the part of labor seem large to employers—
and disturbing to insurance carriers or the health professions, they
should be reminded of labor’s basic justifications: (1) The health
plans are intended for the benefit of labor—they are employee bene-
fit plans, to serve employees and their families—and they are not
primarily for the benefit of insurance carriers, hospitals or the health
professions; (2) The money used to finance the plans is primarily
labor’s money, most or all of which labor would have in wages if
it were not being used to pay for insurance; and (3) Labor in-
creasingly wants not merely limited insurance protection, patterned
to the convenience or preference of others, but comprehensive health
insurance to meet family health needs, with care of high quality,
well organized and economically provided.

For these reasons I believe labor’s expressed or emerging de-
mands are not extravagant. There is sound logic in labor’s posi-
tion when it insists on an equal role with management in the
planning and design of its health insurance and in the policy
control of its administration. There is constructive foresight in
labor’s demands that current expenditure for health insurance shall
contribute to health progress and to relatively lower costs later.

6. Costs: PasT, PRESENT AND PROSPECTIVE

Any realistic consideration of what I have presented as labor’s
health insurance goals must of course face the costs. Thirty years
ago, total private expenditures for personal health services? were
about 3.5 percent of disposable personal income,’® and (except in

? Excluding philanthropy, industrial in-plant services and construction of
hospitals and other medical facilities; including hospital, physician, dentist and
other professional services, medicines and appliances, and nursing homes.

 Private expendltures for medical care, 1929: $29 billion (Falk, Rorem
and Ring, op. cit, p. 4); total disposable personal income: $83.1 billion (Sta-
tistical Abstract of the Unted States, 1959, GPO, table 395).
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the deep depression years of the 1930’s) they stayed at this level
for some time. More recently they have risen faster than income,
and they are now somewhat more than 5 percent,!! divided between
insurance premiums and out-of-pocket expenditures. If eventually
employee benefit plans are to provide comprehensive personal health
services, the aggregate cost may be expected to average about 4.5
percent of net wage and salary payments—somewhat less if they
do not cover all potentially insurable costs,’? more if health service
costs continue to rise faster than net earnings. Total contributions
from employers and employees to benefit plans throughout the
United States are probably now (late 1959) about 1.5 percent of
aggregate private wages and salaries;!® they are about 214-214
percent in the steel industry,!* and they are as high as 5 percent
in some fields of employment.!®

The rapid rise of health costs reflects in part the technological
revolution in medicine and a justifiable expansion of needed per-
sonal health services in response to effective demand; but in part
it also reflects extravagances and even wastes that are encouraged
by the current patterns of the most prevalent voluntary health
insurance programs. If demand continues to grow, if unit costs
of services continue to rise, and if insurance practices continue to
encourage rising volumes of care—all without reasonable controls,
we must be prepared to see total private costs reach 6 percent of
disposable personal income or of wages and salaries in the near
future. The total costs and the costs of insured benefits can be
held down, but only by strong and directed measures (a) to de-
velop well organized and economical comprehensive service arrange-
ments and (b) to discourage excessive services and the extravagant
use of expensive hospital facilities.

1 Private expenditures for health and medical services, including the expenses
for prepayment, 1957-58: $15.9 billion (Merriam, op cit., table 6) ; total dis-
;éol:s;aob;e personal income: $3122 billion (Economic Indicators, October 1959,

1 Expenditures for the services of hospitals, physicians, dentists, nurses, and
technical personnel and one-third of the expenditures for medicines and ap-
pliances. See: Agnes W. Brewster, “Voluntary Health Insurance and Medical
Care Expenditures: A Ten-Year Review,” Social Security Bulletin (December
1958), table 6.

8 Estimated from: Skolnik and Zisman, op cit., table 3.

1 Preliminary finding from a current survey.

8 For example, payments of this magnitude are made by employers to the
Labor Health Institute (Teamsters), St. Louis, Mo.
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When national health insurance was proposed some years ago,
labor endorsed the program and declared its willingness to pay its
share of the costs. When spokesmen for management joined others
in opposing that program they argued a public program was neither
necessary nor desirable, and that the needs could and would be
met by voluntary insurance. Upon taking that position, employers
assumed a moral obligation to aid the development of voluntary
insurance, and to support or provide a substitute for comprehensive
health benefits under social security. In large part, management
has discharged those responsibilities—though not without persistent
urging. Presumably it anticipated an impact on employment costs.
And if these are moving up from about 50 percent toward 100 per-
cent of the total insurance premiums—because of evolving patterns
in collective bargaining—the change merely reflects that they are
becoming an integral part of the wage and salary structure.

Responsible labor leaders are not indifferent to the rising costs
of health services. On the contrary, they are acutely aware of the
amounts paid for insurance by employees in contributory plans; and
they are equally aware that the amounts paid by employers in-
creasingly come out of the “package” actually or potentially avail-
able to labor—in wages if not in fringe benefits. They believe
that in this sense labor is more and more paying the total costs,
directly and indirectly. For reasons of economy (especially in rela-
tion to taxes) as well as of efficiency, labor is asking for non-
contributory financing by the employer, as is already done in many
plans variously for active and retired workers and for their de-
pendents.1® If a larger share of total costs is paid through insur-
ance premiums, the share to be met by non-insurance out-of-pocket
expenditures will be smaller. Thus, though the total costs to labor
will still be substantially the same, the burden will be reduced for
labor by the expansion of budgeted group payment.

As to the prospective burden on management, I think labor
appreciates that there will be considerable differences in the capacity
of the employer to absorb or pass along to consumers increase in
total employment cost on account of a rising cost for health benefits.
But I see no generally critical problem here because the magnitude

10 Gee, for example, Dorothy Kittner Greene and Harry E. Davis, “Changes
in Selected Health and Insurance Plans, 1954 to 1958,” Monthly Labor Review
(November 1958), pp. 1243-1249; and Digest of One Hundred Selected Health
and Insurance Plans under Collective Bargqaining, Early 1958, Bureau of Labor
Statistics, Bulletin No. 1236 (October 1958).
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of the prospective increase in health cost over a period of years,
measured as a percent of total employment cost, would be well
within the range of what may be absorbed by productivity increase.
And I would add that management’s concern on this score should
serve to stimulate as large an interest by employers as is already
displayed by labor in achieving improved and more economical
organization of health services as well as better controlled and
more economical patterns of insurance.

Recently, our colleague Professor Glenn W. Miller of Ohio
State University, when appraising collectively bargained and gov-
ernmental programs for employee security, said “it is likely that
opposition to legislative security measures will decline as the cost
of private programs rise.”'” Something of this kind has happened
before with respect to old age and survivors benefits and the intro-
duction of disability benefits. And he may be right that it may
happen with respect to health benefits. Perhaps rising employer
costs for health benefits through employee benefit plans will lead
employers to reverse their position and advocate health insurance
under OASI. If they should be tempted to move in that direction,
they should be reminded that labor has continued to reiterate its
advocacy of national health insurance and to regard current patterns
of voluntary health insurance only as its second choice—a second
choice of practical necessity.

A specific constructive step available to management is to
support the Forand Bill (HR 4700) now before Congress, pro-
posing health benefits for the aged and other pensioners of OASDI.

7. SuMMARY AND CONCLUSION

Labor leaders have a large and abiding interest in health insur-
ance for the members of organized labor and their families, and
for the whole communities of which they are part. Labor is justly
proud of the major role it has played in many of the most notable
advances in the organization of medical services and in the group
payment of the costs, advances which have directly as well as
indirectly served and benefited the whole community.

Labor has achieved many of its first goals for health insurance,
especially the widespread development of employee benefit plans and
their incorporation within the framework of collective bargaining.

M New Dimensions in Collective Bargaining, IRRA, Publication No. 21
(New York, 1959), p. 128.
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But since the insurance plans are still grossly inadequate, labor
leaders have been re-examining them closely, seeking beter ways
to discharge their responsibilities toward workers and their fami-
lies, confident that further achievements for labor would also mean
better health care and better insurance for the whole population.

A long range health program needs much more detailed study
than has been accorded it, but the general goals are clear: com-
prehensive health care of high quality, economically provided and
substantially fully prepaid. To achieve these goals, labor now asks
for sympathetic understanding of them by management, and for
joint labor-management participation in more specific formulation
of the program and in achieving within the current plans improve-
ments which will contribute toward the desired ends.

The costs of health plans under collective bargaining have been
increasing rapidly and they must be expected to increase further,
considerably, as inadequacies are met in certain present services,
in the volume of health care and in the scope of the insurance bene-
fits. Higher insurance premiums for more adequate benefits will
reflect, in the main, not higher over-all costs (except for the cost
of insurance administration) but the transfer of a larger share of
total costs from individual expenditure to group payment. But the
expected total costs should not continue to be inflated by unnecessary
or unnecessarily expensive services, or by uncontrolled levels of pay-
ment to professional personnel. More and more, as labor agrees
to employer payments for fringes in lieu of higher wages, the whole
cost of these plans is paid by labor. Conscious of this impact of
the costs, labor’s increased participation with management in the
planning, design and oversight of the insurance program can give
the best assurance for continuing pressure to hold costs at reason-
able and manageable levels.

Labor believes that the health insurance plans under collective
bargaining need extensive improvements—in the organization of
the health services, in the comprehensiveness of the benefits and
in the design of the insurance patterns. Labor hopes that manage-
ment will be of the same opinion, and that both will work together
toward the common objectives, to discharge a joint responsibility
for the availability of medical care.



A MANAGEMENT VIEW

JouN I SNYDER, Jr.
President, U. S. Industries, Inc.

The costs of medical and hospital care continue to rise at an
alarming rate. This is a matter of grave concern to me as an
employer, but not solely because this affects my company’s pocket
book. Obviously that is also a factor, especially since hospital and
medical costs have jumped higher than our costs of labor and most
supplies.

Fifteen years ago my company, which is typical of most other
manufacturing concerns, was spending practically nothing on health
insurance. Today it is a significant part of our budget, as well
as that of most other companies, and it continues to grow at an
accelerating rate. Indeed, 80 percent of all persons having health
insurance protection obtain their coverage through employee bene-
fit plans, and the cost of this insurance is now twice as high as
it was ten years ago.

Again, this is not my main concern, since, as a matter of fact,
I heartily approve of health insurance for employees and their
dependents. And I think we have only begun to realize what it
can mean for employers in greater productivity because of better
employee health, less fear and anxiety of sickness and injury,
reduced absenteeism, and greater efficiency.

Precisely because health insurance through employee benefit
plans is so important to employers and workers alike, I view with
alarm the continued rising cost and what this means in terms of
the quality and quantity of medical and hospital care that employees
and their families receive.

Unfortunately, our interest as employers to date has mainly
been confined to the amount we are asked and persuaded by labor
to pay out for health insurance. We quarrel at the bargaining table
about keeping expenses down. Then, after a settlement, we treat
the expenditure as just that much extra cost of doing business—
without trying to find out if we are getting our money’s worth in
the benefits health insurance can bring our employees. And we
view labor as our antagonist in a constant effort to run health
costs up as we strive to keep them down.

Actually we have a far greater unity of interest with labor in
the cost and quality of medical care than the battles of the bargain-
ing table reveal.

70
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In fact, once the amount we are to spend during a contract
term has been settled, we are shortsighted not to recognize that
management and labor are united in interest as the purchasers and
representatives of the consumers, our employees. Not only have we
a common interest but a mutual responsibility to obtain the best
in quality for the lowest cost in exchange for the amount we
finally agree to spend. Thus viewed, health and welfare plans
represent a unique area of labor-management cooperation.

Apparently it is as difficult for employers and labor as the
public generally to understand that management can have a duality
of relationships with the trade unions that represent our employees:
that we can sit on opposite sides of the table when bargaining on
wages and hours and contributions to employee health programs, but
act as partners in getting the best deal for what we agree to spend
for such programs. Unless we do understand this, however, and
do something about it, we are cheating ourselves and failing like-
wise to discharge our responsibilities in employee health programs.

Initially, because of the speed with which many employee health
plans were put into operation and because of the absence of any
substantial body of previous experience, union and company offi-
cials who entered the market to purchase health and welfare benefits
found themselves ill equipped in the highly technical field of in-
surance. As amateurs in a world of technicians, many of us took
the easy way out and bought what was most readily available. And
the result was often poor economy and financial waste. It is im-
possible to estimate how many hundreds of millions of dollars
have been lost through careless placement of insurance contracts
or insufficient attention to the specifications of coverage. A recent
newspaper report quotes Dr. Falk to the effect that some $30-$50
million a year “is being used ineffectively and wastefully” in the
United Steelworkers health insurance programs alone.

The development of mutual responsibilities of management and
labor through this kind of dual relationship is a basic concept
of the Foundation on Employee Health, Medical Care, and Wel-
fare, Inc. Established in 1956 by our company and the Interna-
tional Association of Machinists (IAM), the union representing
the majority of our employees, to explore common interests through
research and reports that would be useful to us and, we hoped,
to other employers and unions, the Foundation was an experimental
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venture, the first of its kind. I might add that we were especially
pleased to enter into this joint venture with the Machinists’ union
and with Al Hayes and Elmer Walker. They are men of fore-
sight and vision. As a matter of fact, Fortune magazine described
Mr. Hayes as America’s most respected labor leader. And the
union he heads also belongs in the same category.

The enthusiastic reception of the Foundation’s initial publica-
tion, Study No. 1, Problems and Solutions of Health and Welfare
Programs, Part A, underscored a need for impartial information
on intelligent purchasing and administration of employee health
and welfare plans. Thus far, we have distributed more than 22,000
copies of Part A of Study No. 1 on “Improving Value and
Reducing Costs” of indemnity benefits from insurance carriers.
And more than 19,500 copies of Study No. 1, Parts B and C,
“Service Benefits—and How to Compare Service vs. Indemnity Bene-
fits,” have been furnished interested persons throughout the country.
We were pleased with the many favorable comments we received
from employers, unionists, Senators, university professors, and
others in the insurance and prepayment field on the value of these
reports. Of particular interest to me has been the discovery by
various employer groups that a labor-management sponsored or-
ganization can and does produce, as one association official wrote,
“thorough technical work of considerable merit without bias or
propaganda.” It has been gratifying that a number of employer
associations and unions have sent out special letters to their mem-
bership or locals recommending these reports. In addition, per-
mission to reprint portions of the booklets has been given to several
publications, including Management Methods and a handbook on
employee benefits issued by the American Management Association.

The Foundation’s most ambitious undertaking to date is a
household survey of 3,000 unionized employees to determine the
pattern of family medical care under several major types of negotiated
health insurance plans. Market research is commonly used by
industry to get consumer reaction to new products. But, notwith-
standing all the controversy in the field of health insurance, little
research has been done on how persons fare under different types
of health insurance—and none on the scale of this survey being
conducted for the Foundation by the School of Public Health and
Administrative Medicine of Columbia University.
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This survey is part of the Foundation’s interest in the investi-
gation of another critical aspect of collectively bargained health
benefits. It is our belief that far too little attention has been
directed to fundamental questions regarding total medical care
expenditures, amounts of services and goods utilized, quality of
care received, and attitudes of employees and their dependents
protected by various kinds of health insurance.

Yet significant decisions on health benefits are being made
over the bargaining table very day, decisions which affect the de-
velopment and future form of medical and hospital care for the
community generally as well as the employees directly involved.

Therefore, soon after the Foundation was organized, Columbia
University was commissioned to design a consumer research project
on employee health benefits. Over-all direction was assumed by
Ray E. Trussell, M.D., chairman of the School and associate dean
of the Faculty of Medicine. Dr. Josephine J. Williams, formerly
a study director at the National Opinion Research Center of the
University of Chicago, was selected as full-time project admin-
istrator. It was agreed that the long-range aim was to develop
impartial and statistically sound information which would be use-
ful to employers and unions in evaluating their negotiated health
programs.

As a beginning, a pilot study was conducted in the New York
area in which 286 union members were personally interviewed in
their homes on their own and their dependents’ medical care.
Altogether the study covered 829 persons. The sample was sci-
entifically drawn from more than 20,000 members of District 15
of the IAM. This group was selected for study because of the wide
variety of health plan coverage including “dual choice” between
two plans providing comprehensive physicians’ services. The ques-
tions dealt with all kinds of medical care except dentistry, includ-
ing in-hospital care for a year’s time and all other services and
goods for a three-month period.

Certain outstanding observations among those reported to the
Foundation by the Columbia University research team deserve atten-
tion by employers and unions. I will mention them only briefly:

First: of particular interest were the findings concerning quality
of care received as measured by the professional status of the hos-
pitals used and the professional standing of the physicians consulted.

One-quarter of the hospitals used were unaccredited—meaning,
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of course, that they did not meet the minimal standards for safety
and quality of medical service required by the Joint Commission
on Accreditation of Hospitals, the organization set up for this
purpose by the American Medical Association, the American Hos-
pital Association, the American College of Surgeons, and the
American College of Physicians.

One-third of all physicians consulted had no staff appointment
at an accredited hospital—meaning that they could not admit and
care for their patients in such hospitals,

One out of five doctors called “specialists” by the families
actually did not even limit their practice to a specialty, much less
qualify as diplomates of a specialty board—indicating a failure to
appreciate levels of professional medical competence.

Second : 38 percent of the average family health bill was covered
by health insurance.

It was not surprising perhaps in itself that there was better
coverage of hospital bills than of doctors’ fees for medical care
in the hospital, but the degree of discrepancy was remarkable: 86
percent of the hospital bills—but only 53 percent of the doctors’ fees
during hospitalization—were covered by insurance. For families
actually incurring some hospitalization and in-hospital medical ex-
penses, 70 percent of total out-of-pocket expenditures were for doc-
tors’ fees and 30 percent for hospital bills not covered by insurance.

Only one-quarter of the total bill for home and office doctors’
visits was covered by health insurance—despite the fact that about
one-third of the sample was covered by comprehensive physicians’
service plans.

One-quarter of total expenses for all medical and hospital care
(including those covered by insurance) was for drugs. And drugs
accounted for $2 out of every $5 spent out of pocket—reflecting,
of course, the fact that medicines are rarely covered by health
insurance except for drugs administered in the hospital.

Third: the pilot study showed that a very few families bore
an enormous share of the total out-of-pocket expenditures. Even
though insurance coverage for all in-hospital care was relatively
good for the group as a whole, 3 percent of the families bore
44 percent of the out-of-pocket cost of such care—spending $200
or more over and above benefits during the year’s time. For all
types of medical care, 5 percent of all families spent $150 or more,
or about one-third of all out-of-pocket expenditures reported during
the preceding three-month period.
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The pilot study results stimulated the Foundation to continue
further research on the patterns of family medical care under several
alternative types of health insurance plans. Columbia University
designed a consumer survey of 3,000 unionized employees (or about
9,000 persons including dependents) to produce comparative data
on the use of medical care, its cost and quality, under four important
health insurance plans. The four plans were selected because they
cover large numbers of workers and exemplify the major cur-
rent trends in collective bargaining approaches to health insurance
planning.

Some of you may already be familiar with this project, but I
think it bears further comment. Both Mr. Hayes and I firmly
believe in supporting research of this kind and letting the facts
speak for themselves. Only in this way can we arrive at sensible
solutions to our mutual problems.

The four plans under study are the New Jersey Blue Cross-
Blue Shield, the comprehensive medical expense plan for employees
of General Electric Company, the Kaiser Foundation Health Plan,
and the Non-Operating Railroad Employees program.

As you probably know, the New Jersey Blue Cross-Blue Shield
plan provides service benefits in semi-private accommodations for
120 days in the hospital and paid-in-full surgical and in-hospital
medical care by participating physicians for a family with an annual
income of less than $7,500 or an individual with less than $5,000
a year. The comprehensive medical expense plan for employees of
General Electric Company and their dependents pays for both the
so-called basic benefits as well as the catastrophic expenses. There
is a $25 deductible for hospital charges and surgical fees and a $50
deductible for all other physicians’ services, private duty nursing,
and most other out-of-hospital services and goods. For the $25
deductible group of surgical and hospital expenses, the plan pays
the next $225 in full and 85 percent of the excess; for the $50
deductible group, the co-insurance feature of 75-25 percent is
always effective. The Kaiser Foundation Health Plan provides
comprehensive medical and hospital care in its own hospitals and
medical centers which are organized on a group practice basis.
Benefits vary, with some co-pay features present, according to the
type of health coverage purchased; for instance, there may be a flat
charge of $60 for maternity care or a $15 charge for the removal
of tonsils and adenoids. The Non-Operating Railroad Employees
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program was selected as a control plan since it operates in the
areas of the other programs under study. It includes a basic semi-
private room hospitalization plan for both employees and depend-
ents plus indemnities for extra hospital charges and a major medical
coverage for employees only.

In this survey certain estimates of the quality of hospital and
medical care received by families covered by these health insurance
plans will be compared for the first time—and in a much more
comprehensive, detailed way than attempted in the exploratory pilot
study. Analysis of the comparative data should provide a reliable
basis for decisions by management and labor on which kinds of
health benefits can be most beneficial for employees.

I think that the most valuable contribution this survey can offer
is information about the interrelations of health insurance, cost
of medical care, quality of care, and consumer satisfaction.

Another important phase of Foundation activity starts next
March with a conference at Arden House co-sponsored by the Foun-
dation and the School of Public Health and Administrative Medicine
of Columbia University.

Within the past year or so most employee benefit plans have
been hard-pressed to keep pace with the rising costs of medical and
hospital care—particularly since benefits and contributions are set
in negotiations for the period of the collective bargaining agreement.
Since it now appears that we shall have to spend substantially more
each year to provide the same medical and hospital benefits—without
even talking about broadening coverages—we feel that management
and labor are entitled to know why the cost of such care is rising
so sharply and what, if anything, can be done to restrict costs.

Because the answers to these vital questions are so important to
management and labor to help them plan intelligently for the future,
the Foundation and Columbia University are conducting a three-day
conference of experts to give a key group of management and labor
leaders an opportunity to explore with knowledgeable persons from
the medical profession, hospitals, insurance carriers, prepayment
plans of various types, and pharmaceutical concerns the reasons for
rising costs, what measures can or should be undertaken to prevent
further increases, and how to spend the available funds most wisely.
It is our desire to have this expert group seek answers to common
problems, not to provoke theoretical debate on the merits and de-
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merits of different types of health insurance. Rising costs affect us
all in one way or another. Discussion at the conference will be
focused on the following kinds of questions which labor and man-
agement should have answered if they are to discharge their responsi-
bilities in this critical area. Preliminary findings from the nationwide
survey will provide a basis for some of the discussion.

1. What are the projections for medical and hospital care costs
in the next ten years? What can be done to keep such
costs down without impairing quality or curbing necessary
care?

2. Does the availability of benefits through various forms of
health insurance stimulate excessive utilization of medical
and hospital care?

3. Are we using existing medical and hospital facilities and
professional services in the most effective and efficient ways?

4. What responsibilities do management and labor have in
regard to the organizational arrangements through which
medical and hospital care are provided? From the community
standpoint, should they support community-rated plans?
What responsibilities do they have in community planning
for medical and hospital care?

5. How far should management and labor go in continuing pro-
tection for the unemployed and the retired?

6. In view of the crisis that many employee benefit plans face,
what—and how—should management and labor plan for the
years ahead?

The conference itself will be off the record without members of
the press present. It is our plan, however, to publish the proceedings
at a later date as part of the educational activities of the Foundation
and the University. They will be given widespread distribution in
order to share with other employers and unionists the exchange of
information and the forecast for the future.

I repeat that it is only through thoughtful examination of such
questions that management and labor can plan intelligently for the
future. It is time for deliberation. It is time also for joint action by
management and labor in this important field, irrespective of what
might be our differences at the bargaining table. We have identical
interests here in dealing with the suppliers and purveyors of hospital
and medical services and goods, and we owe it to our employees to
get for them the best available for what we agree to spend. Working
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as a team, management and labor can achieve for employees the full
values of health benefits, not only on a dollar basis but in terms of
better health and better care as well. In so doing, and this should
not be underestimated, management and labor will serve to improve
their own relationships as well.
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Harry BECKER
Blue Cross Association

After about ten years of experience with collective bargaining
for employee health benefits, major segments of labor and manage-
ment have arrived at an informal agreement on some areas of mutual
interest around which there is no major conflict of goals. One of these
areas is that of securing the maximum in protection from the money
allocations made in negotiations. But we must not lose sight of the
fact that agreement on this goal does not necessarily mean agree-
ment on how the goal will be attained.

Very soon after employee health benefits were established as a
“condition of employment” and, therefore, made a part of labor-
management agreements, it became apparent that some of the most
important problems surrounding the employee health protection pro-
grams could not be fully resolved within the framework of collective
bargaining. For this reason many persons professionally concerned
with health benefit programs have tended to shift their primary
emphasis from the bargaining process itself to the broader problems
for which answers must be found through other means.

Some of these problems are: minimizing the impact of rising
costs of protection, providing non-inflationary benefit programs, and
establishing feasible patterns of protection to cover all those health
care costs which should be brought within prepayment financing.
Another problem is that of encouraging the provision and use of
those types of health services which will lead to the detection, diag-
nosis and treatment of disease early in the course of development in
the hope of reducing the incidence, severity and duration of illness.

To meet these problems it is necessary to undertake the vast task
of organizing and coordinating community services, facilities and
health resources in such a manner that needed care of high quality
and broad scope is available within financial reach of prepayment
beneficiaries. One example of this kind of activity is the gearing of
hospital facilities to carefully determined community requirements,
achieving a balance between in-patient and out-patient and clinic
facilities, and placing more emphasis on special provisions for long-
term illnesses and home nursing care to whatever extent is needed
to reduce longer than necessary stays in acute hospital facilities.

79
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Getting relatively more in health services for relatively less cost
requires year-in and year-out cooperative study and planning, in-
volving not only labor and management but also the providers of
services. The agency at the matrix from which these activities must
be generated should be a community prepayment agency equally
responsible to all interest groups for meeting their health protection
needs in the most economical and satisfactory manner possible. Labor
and management, and other segments of the community, quite
properly expect from their prepayment agency not only leadership
in health care financing, but opportunity to participate actively in
the study, planning and program development processes of adminis-
tration.

To resolve the vast majority of issues that have emerged in
employee health benefit programs, much more in the way of co-
operative efforts on behalf of all community groups is required.

But first, a few central questions must be answered in collective
bargaining. These are:

1. Will labor and management rely primarily on working jointly
with the community prepayment agencies and other health
organizations to develop a pattern of service benefits with
satisfactory agreements with the providers of service—the
approach to controls consisting of high level of prepayment
plan administration and effective community organization?

2. Or, will labor and management continue to experiment with
restrictive types of dollar benefits and ignore the demon-
stration that “controls” through benefit restrictions and limi-
tations are not a substitute for community prepayment plan
performance in the public interest?

Many current questions developing from employee health bene-
fits programs are posed by those types of care for which traditional
comprehensive “service benefits” are not everywhere available. Some
of these stem from the issue of how doctor services are organized
and how doctors are paid, but in many cases this is not a matter that
can be resolved in collective bargaining between labor and manage-
ment because the provider of services is not a party to these nego-
tiations—unless a prepayment agency having satisfactory agreements
with providers of services is designated in the labor-management
contract. Another alternative, often difficult to work out, is for labor
and management to agree to work together toward the type of pro-
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gram which will affect a desired organization and arrangement for
the provision of services.

Unless the prepayment agency has agreements with the pro-
viders of services on the amounts to be paid for services rendered—
whether these be hospital or individual services—*“service benefits”
for the full range of coverage needed is financially impractical.

Because this tenet is a fundamental and unavoidable considera-
tion, the real question, it seems to me, is to find and support the
agency or agencies in the community primarily concerned with
building a structure for financing health services in the most eco-
nomical manner consistent with constantly rising standards of care.
Even though such agencies, where they exist, have not always ful-
filled their promise they offer a mechanism for all segments of the
community to build upon and to strengthen. If such agencies do
not exist in a given community, they should be established.

The administration of such a community prepayment mechanism
is a task requiring unique professional skills and dedication to public
service. With the exercise of labor and management influence, as
buyers of health care, this task can be made much easier and the
troublesome problems can be solved. When existing agencies are
not sufficiently responsive to public influence, the reason is usually
because community opinion has not been sufficiently articulated—an
explanation which does not, however, absolve a prepayment agency
from seeking that community opinion and helping to shape it.

I feel convinced that the key to the solution of many of the em-
ployee health benefit problems is to be found in those community-
wide prepayment agencies which can bring together all segments
of the community to find the most economically practical means of
meeting common problems. These types of agencies offer an existing
framework for labor and management to work together, either within
collective bargaining or outside it, toward the attainment of mutually
desired goals. Around the mechanism available under such com-
munity-wide prepayment agencies is to be found the means for
cooperative action between the buyers of protection on one hand,
and the providers of service on the other. Exploitation of this
opportunity will bring many of the employee health benefit improve-
ments that are necessary.
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Tep ELLsSwWORTH
University of California, Los Angeles

Although I find myself in agreement with most of the remarks
of Dr. Falk and Mr. Snyder and certainly concur in their hopes for
the future, I would like to take issue with one statement on which
they seem to agree.

It was said that once the parties have agreed in collective bar-
gaining on the money to be spent for medical care, then the dividing
line between labor and management evaporates and there comes an
identity of interest in securing the best benefits for the employee. I
trust that they were referring to goals and not to actual results.

Many of the problems created by the lack of this identity of
interest have led to frequent compromises with the responsibility of
the parties. These compromises have in turn led to waste, ineffi-
ciency, poor administration, and in some cases to higher costs and
possibly a poor quality of care. In the time available I can only
briefly mention a few items:

(1) Management has often insisted on poorly conceived major-
medical plans for protection of executives primarily. Labor has
wanted first dollar coverage.

(2) In single employer plans management has often insisted
on complete control of the selection and administration, sometimes
in the mistaken assumption that it thus can control costs ; sometimes
to hold power in its hands or to take care of a friendly broker or
insurance company, or to build an administrative job for a friend
or relative. This has more often than not led to poor administration
and in some cases to open warfare. This is the case with one large
aircraft company which now is undergoing a bitter fight with two
unions, its insurance carrier, and the medical profession—all to the
detriment of the employee and the public generally.

(3) In industry-wide plans unions have often been able to wrest
control of the selection and administration of health plans from the
employers despite the Taft-Hartley restrictions. Congressional in-
vestigations have revealed the abuses in this type of approach.

(4) The desire of some labor leaders to build up the health ptan
beyond any reasonable recognition for self-glorification has led to
a lack of education as to what the plan is and how it should operate,
with the results indicated in the report mentioned by Mr. Snyder.
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(5) Labor also has sometimes insisted upon spending every
cent available so that the plan in most cases would be operating at
a loss when negotiation time arrives. On the other hand manage-
ment in some cases has insisted on more than the necessary reserves,
thereby depriving the employee of a portion of his negotiated benefits.

(6) Both management and labor have often lacked the courage
to make changes in benefits even though they may recognize the
need for them. I point to one California case wherein employees
were able to profit substantially on hospitalization because of that
state’s supplementary Unemployment Compensation Disability hos-
pital benefits. For several years the parties were aware that this
was causing unnecessary hospitalization and they finally did correct
this situation. Many other plans with a similar situation either do
not know about it or fail to take corrective action.

Now as to the future and labor-management responsibility. I am
in full accord with the fine study and research being done by the
U. S. Industries Inc. and the Machinists Union. I am sure that
its results will help the parties realize the necessity for facing their
responsibilities if they are to best protect the interests of their em-
ployees and members as well as those of the entire community.

As pointed out by Mr. Snyder, as amateurs we all made many mis-
takes. We do not need to make them again, but I am afraid that many
will continue to offer poorly conceived benefit programs because of
pressure ; that many will buy programs recommended by some brokers
who know nothing of health problems but are primarily interested in
the amount of their commissions; and that too few will put into
practical use the research being done by the Foundation mentioned
by Mr. Snyder or make real use of medical and other impartial health
plan consultants.

Most of us recognize the abuses and unnecessarily inflated costs
that resulted from our earlier amateurish approach to medical care
problems. We are now faced with some critical problems, however,
that can become even more disastrous if not faced realistically.

(1) Medical benefits for retirees. Pressure from employees and
members and continuation of the old follow-the-leader game in nego-
tiations are resulting in some plans that have been agreed to without
any knowledge of the actuarial problems or without thought as to
how to avoid inflated costs in this respect. As the continually mount-
ing expenses of some of these programs grow in the next ten years,
they could well be a major contributing factor in the failure of some



84 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

small companies and marginal industries. I agree with Dr. Falk
that some legislation such as the Forand Bill is needed if we are
to avoid chaos.

(2) Prepaid drugs. It would seem that inclusion of this benefit
at a time when we should be trying to stabilize our present programs
is unwise. However, those who do not agree with this principle
should be leery of this benefit in view of the recent investigations
on both a state and federal level.

(3) Medical care orgamization. I am sure that there may be
sharp disagreement in this regard but I am sure that Management
would not buy bolts that are made in one factory, threaded in
another, and distributed from a third location, with the nuts being
made at still another site. Nor would they have ten expensive ma-
chines where one would do the job. Obviously the cost would be too
inflated. Yet this is just the way in which we buy health care.

Many doctors, particularly specialists, maintain offices with dupli-
cating rent, and overhead in two, three, or even more locations, and
often practice in four to seven hospitals in widely scattered areas.
Patients often must go to three or four different sites to get complete
diagnosis and treatment. Obviously some one is charged for all this
portal to portal pay. Obviously some one pays when there are ten
X-ray machines in a building that can utilize only one or two at
the most. Group practice with close hospital co-ordination can solve
some of these problems.

(4) The very nature of our methods of medical payment, which
makes it necessary to find an illness to treat or a cause for hospitaliza-
tion, leads to abuse and we must find a way to put the stress on
keeping people well.

(5) Hospital planning. In many of our cities poor hospital
planning has led to inflated costs and unnecessary surgery and treat-
ment. The growth of the proprietary hospital is serious, and more
communities, especially expanding communities, must face this prob-
lem. This is a labor-management as well as a community respon-
sibility, I believe.

A recent survey indicated that an unoccupied bed costs about as
much as an occupied bed to maintain, yet there is no income from it.
This leads inevitably in the profit-making hospital to an unhealthy
competition for both patients and staff doctors. This situation has
become so bad in California, where we now have the highest hospital
cost and the lowest percentage of accredited hospitals in the country,
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that I believe that only through some type of government control,
regulation, or ownership can it be resolved.

(6) Administration and organization of our health plans. The
many small health plan offices with separate insurance contracts and
overlapping administrative costs have contributed to high cost and
inefficiency and in some cases to abuse by all parties.

Too little attention has been given to results that can be gained
through enlightened administration. Too often we have turned this
important function over to some flunky who knows little of insurance
principles, claims administration, and nothing about medical care or
the medical profession. Too often we talk of the amount of claims
paid and the speed with which they were paid and not often enough
of claims paid properly and intelligently. But when through good
administration these short-comings are recognized, will prompt action
be taken?

In this regard consider a case in Los Angeles under an optional
Kaiser-indemnity program in which many abuses were pointed out
to the Trustees, including payment of over $2400.00 to one claimant
in hospital bills at Kaiser even though it cost the claimant not one
cent. Despite knowledge that this provision was costing the fund
a very substantial amount of money needlessly, nothing was done,
partly because of political reasons and lack of courage, and also be-
cause two large plans in the area would not make any effort to co-
ordinate their programs.

The Trustees must be willing to face their responsibility in this
regard and must take prompt and sure action against those that
abuse a medical program whether they be doctors, the insured, hos-
pitals, or the insurance program itself, and they must be willing
to pay enough to qualified administrators to assure that the truth
about their programs may be known. Otherwise the problems that
we have discussed today will grow rather than diminish.

SaNnDErR W. WIRPEL
Inland Steel Company

We have heard two excellent papers, in my judgment. Dr. Falk
and Mr. Snyder both accept on behalf of industry and labor respon-
sibility for medical care of employees and dependents and face directly
into the question as to the form of medical care in the future. Both
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speakers have recognized the positive role both labor and management
have played in developing the extensive prepaid insurance programs
generally found in industry today. They have not totally ignored
the role of the insurance carrier and the medical profession.

The gaps and shortcomings of coverages have been delineated and
the goal of reducing and substantially eliminating them has been
underscored. In short, then, there is no essential difference between
Dr. Falk and Mr. Snyder as to the responsibilities of management
and labor for medical care. The difference is on the “how” of meeting
these responsibilities and this boils down largely to a question of costs
and willingness to sacrifice money wages to pay for the desired level
of medical care.

I detect an expression of an attitude in Dr. Falk’s paper which
seems to imply that the union is responsible for making sure that a
benefit is available and that the employer is responsible for paying
for it. As he well knows, many group insurance programs (such
as the one at Inland Steel which began in 1930 with life insurance
and by 1940 had both accident and sickness weekly benefits and
hospital and surgical insurance) antedated the appearance of the
union as the respresentative of the employee. Inland’s first agreement
with the steelworkers was not signed until 1942. The first bargain-
ing of group insurances and pensions did not occur at Inland, for
example, until 1949, 19 years after the inception of this coverage.

Further, Dr. Falk says that even when the company pays for
the group insurance it is really the employee paying for it himself
since the employee consequently receives a lower wage than would
be the case in the absence of the group insurance program. The
company insurance contribution is a deferred wage payment in lieu
of a direct wage payment (or some other benefit). He, in effect,
accuses the employer of misdirecting the program and consequently
the “employees’ wages” into indemnity rather than service type
plans in order to minimize its contributions as it tries to buy the
least costly coverage possible. I submit, however, that this result is
bargained and jointly agreed to by both the union and management.
Therefore both the union and the employer must share the credits
for the good parts of the programs and the responsibility for the
shortcomings of what they agree to provide. After all, the union
is reluctant to divert too much from direct wages into deferred wage
programs of insurances, pensions and SUB. It, too, wants lower
cost indemnity plans with experience rating in order to enlarge the
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direct wage component as much as possible (even though it may
act to the detriment of other groups for which it does not bargain
and for which it frequently assumes little responsibility). Even the
traditional service approach of the Blue Cross Plans is moving
toward experience rating and co-insurance with consequent higher
rates for groups with poorer experience and much higher rates for
individual enrollments. By pursuing this route have we not possibly
lost our sense of community responsibility in a selfish approach to
this program?

Let me turn briefly to Dr. Falk’s discussion of labor’s goals in
regard to medical care. First he wants joint agreement on the goals
and the planning to achieve them. I agree with this approach if it
does not mean only “giving” by management and “taking” on the
union side. It should be a mutual expression of willingness to share
both costs and responsibilities. It should involve agreement not
to use the program as a bargaining weapon. (This last may be a
most difficult thing on which to agree.) Clearly Mr. Snyder in his
role at U. S. Industries has demonstrated a sound approach to this
problem in cooperating with the International Association of Ma-
chinists in exploring basic matters relating to the proper formulation
of programs of adequate medical care at the lowest possible cost. But
it is important to note that the research program they are support-
ing is not one narrowly directed to their own interests. Rather it is
a basic research program directed to the heart of the problem all
of us face. They have properly assumed a responsibility to develop
needed answers (as to how to provide adequate medical care) for
the companies, unions, the medical professions, the governmental
agencies and legislators and the general public to evaluate and con-
sider. They have aimed their program at the problem of the com-
munity—in its broadest sense.

The most significant thing, in my judgment, is the role of the
community. Responsibility for medical care is not one limited to
management and labor or even substantially one which should be
considered its private preserve. Both management and labor must
gear their programs to meet the needs of the community. Medical
care is a community problem. It affects not only the worker, but his
family, the self-employed, the retired, those laid off —for short times
as well as those permanently displaced from their regular job for
almost any reason.
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As to the second goal Dr. Falk outlined, labor, he said, wants
a share in the decision making process. I believe that comprehensive
medical care plans should have not only union participation but that
of management, the medical profession and the community at large.
The boards of directors of such plans should be broadly representa-
tive. Even a program jointly set up by a union and a company should
include medical and public representation on their board.

The third goal of reports on operations of the plan to aid in effec-
tively evaluating the program and providing a basis for guiding the
program is important. Here again, the labor union is not alone to be
served. All groups concerned need certain reports—and the design
of such reports and the collection of data should be worked out in
conferences with management of the medical program. Such reports
must be useful, inexpensively compiled and not set up as a weapon to
be used in collective bargaining.

As to the fourth goal, Dr. Falk says the unions want to negoti-
ate plans utilizing existing resources better than present plans now
do. Mr. Snyder’s paper reporting on their series of studies seeks
to explore and carefully measure quantitatively and qualitatively the
effectiveness of the various present major approaches to medical
care. Presumably when their studies are completed, we will be in
a far better position than we are today to evaluate existing plans
and approaches. The steelworkers, Dr. Falk implies, already have
made up their minds that something like the Kaiser Foundation
Health Plan with its prepaid comprehensive service is the answer.
I don’t believe we know enough at this point to reach a conclusion.
Perhaps after the Foundation on Employee Health, Medical Care,
and Welfare, Inc. has completed its study we can intelligently plan
and move ahead.

Certainly the United Steelworkers of America need not lag behind
the United Auto Workers, the Teamsters, the Building Service Em-
ployees Unions, the unions in the clothing industry (and many
others) which have, one way or another, set up, on their own,
various prepaid comprehensive plans—or are working on this as is
the UAW in Detroit currently. The start for such a program can
be made outside the collective bargaining table.

Across the bargaining table we find labor’s demands (let’s face
it) are extravagant when they suggest that the employer fully pay
for a comprehensive medical care program and in addition meet
(or beat) existing levels of wage increases and other benefits—all
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greatly in excess of the rise in productivity. While it may be true
that group-practice plans may be more efficient than traditional ap-
proaches to medical care protection, despite the cost savings, these
programs with expanded services nevertheless result in approximately
doubling the present average costs of Blue Cross-Blue Shield levels
of most participants.!

The answer, it seems to me is in a community approach to pre-
paid comprehensive medical care with a plan open to groups and
individuals on essentially the same terms and conditions. Whether
it be free-choice plan like the one at Windsor, Ontario or a group
practice plan such as H.I.P. in New York City, should depend on
local needs and attitudes in each community. But a community ap-
proach is needed, not a nation-wide union-management plan limited
to that union or industry.

It would now appear that for about $200 per employee per year
(or about ten cents or tweive cents per hour worked) a limited
group-practice or open panel plan could operate in today’s market.
Presently in most industries about $100 per employee per year is
available. To take the bold approach, let a bold and daring company
and a fearless union come forth and agree to contribute an amount in
lieu of the next wage increase to a fund for a period of one, two or
three years—until sufficient capital is available to begin to acquire
the facilities needed. Their present program should be continued
until the situation is ready for the expanded comprehensive service.
Meanwhile, working jointly and with community groups an attempt
should be made to develop 3 framework for a community plan open
to all groups and individuals in the community. Permit an annual
choice of participation or non-participation, of group practice or
open panel or a limited traditional type of hospital-surgical insur-
ance. Select a lay board, have them study the results of the IAM-
U.S. Industries, Foundation studies (and other useful studies) and
work out the details of whatever route seems best—leaving as much
free choice as possible. They should establish monthly charges for
single employees and families, establish rules for joining and par-
ticipating—and all other countless details necessary for a program
to function successfully.

'Herman N. Somers and Anne R. Somers, “Private Health Insurance—Part
II, Problems, Pressures, and Prospects,” California Law Review, Vol. 46,
October 1958, No. 4, P. 535.
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I believe all of us are basically agreed that there is no question
as to the desirability of comprehensive medical care. The question
we face is how to finance it. This question requires soul-searching
and sacrifice. Labor and management have this responsibility, but,
I submit it is not theirs alone but that of the whole community.
Labor and management have, however a responsibility, in my judg-
ment, to lead in achieving our mutual goals.



Part IV

IMPROVING THE UNEMPLOYMENT
INSURANCE SYSTEM



SOME ISSUES IN THE IMPROVEMENT OF
THE FEDERAL-STATE UNEMPLOYMENT
INSURANCE PROGRAM

HerMaN M. SoMERrs
Hawverford College

Dean Brown has wisely planned this session as a genuine panel
for discussion of some practical problems, omitting the customary
formal paper. He assigned me the task of preparing a series of
questions on the issues as a springboard for discussion by this
distinguished panel of experts. The questions were distributed to
the panel several weeks in advance and copies have been made
available to the audience this morning. I have also been asked to
open the general discussion by elaborating briefly on a few of these
questions.

As background, it may be worth observing the irony that one
of the main causes of the ailments afflicting unemployment insurance
is that during the first twenty years of its development this program
did not have to meet a major test of adversity. While framed in an
environment when periodic deep depression was a frightening reality,
its first two decades of operation were in a period of unprecedented
continuous prosperity with relatively few and brief recessions. As
a consequence, the program has been operated at a cost considerably
less than half that originally contemplated. While originally framed
in frankly experimental terms, it has in fact never been forced to
face up to the policy adjustments which passage of time and changing
conditions ordinarily dictate.

The 1958 recession was the largest test the system has yet had
to meet, although it was hardly a full-scale depression. In this first
test of any magnitude, the system was found seriously wanting. It
required emergency federal action, through the Temporary Unem-
ployment Compensation program, to keep the system from dramatic
failure. This resulted in an impressive burst of state legislative activ-
ity in 1958-59, in large part spurred by fear—not unfounded—of
further federal action.

Consequently, while unemployment insurance has been generally
characterized in the past by extraordinary inertia we appear for the
moment to have a wider opening for needed reform than at any time
since the beginning of the program although, characteristically, the
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economic upswing may already have caused a partial closing of that
opportunity. This lends a particular appropriateness to this meeting.
To open the discussion I will raise orally three of the six major issues
posed in the sheets you have before you. The first is: Can and should
unemployment insurance be prepared to meet the problem of “longer-
term” unemployment, a type not assigned to it in its original mandate ?

I

This problem was dramatized by the federal TUC legislation—
a major departure from existing patterns—under which more than
two million workers received over $600 million in additional benefits
during fiscal year 1957, after they had exhausted their regular benefits
under state unemployment insurance laws. Whatever else may be
said of TUC, its timing was crucial. Exhaustion rates had been at
record levels throughout 1958. When TUC went into effect in June
1958, only half of the 5.4 million unemployed were receiving unem-
ployment benefits. About 1.5 million non-recipients had attachment
to the labor force, but were not insured. About 40 percent of these—
600,000—were exhaustees.

During June and July, 1958, nearly one million initial claims
were filed under the temporary programs. More than 500,000 persons
exhausted benefits during those months alone. The program fortu-
nately went into operation at the very peak of the problem. It pro-
duced its greatest impact when it was most needed, at a time when
the economy was just at what proved to be the bottom and turning
point of the recession.

During the spring of 1958, before the emergency program, when
unemployment was at its peak, benefits were being distributed at
an annual rate of $4.5 billion. These fell off sharply during August,
September and October to annual rates of $3.7 billion. But the
supplementation by the temporary benefits, at an annual rate of
about $1 billion, raised the total to a rate of $4.5 to $5 billion during
these crucial early months of recovery.

This should have been a sobering experience. If the regular pro-
grams had been left untouched, the results and the recession’s history
might have been quite different. It has become clear that even a
so-called “short-term” program may be too short; that one of the
basic objectives of the program, to serve as a counter-cyclical force,
may be achieved or defeated largely in terms of the duration pro-
visions.
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The duration problem soon called attention to a key fact of the
recent recession: a high proportion of the unemployment was of a
long-term and persistent character. Pennsylvania represents an ex-
treme case, but its data serve to dramatize the general problem. In
November 1958, the median length of continuous unemployment in
that state was 52.5 weeks; only 9.8 percent of the unemployed had
been out of work for less than 46 weeks.

This relatively new experience has caused a new type of criticism
to be directed at unemployment insurance. It is alleged that its
resources have been excessively concentrated on relief of short layoff
periods, and insufficiently directed at the more serious unemployment
problems.

The characteristic pattern of unemployment in the recent recession
was one of concentration rather than being fairly widespread as in
previous periods. It was concentrated geographically and for rela-
tively long periods within the same groups. An unusually high
proportion consisted of severances rather than lay-offs. The effects
of rapid technological advance and automation, which might other-
wise have been absorbed gradually, were given considerable impetus
by the recession.

Unemployment insurance was not designed for and did not prove
adequate for this type of unemployment. There is considerable doubt
as to whether an unemployment insurance program can ever be made
suitable for long-term unemployment, but there is a widespread senti-
ment among the experts that it can and should do better than it has.
Many proposals have been made to strengthen the programs for the
next recession. It has been proposed that the federal TUC program
be placed upon a permanent legislative base, that when unemploy-
ment reaches a previously specified proportion of the labor force, a
program of extended benefits through federal loans would auto-
matically be triggered. Some federal legislators have been critical
of the loan aspects of the program and feel that after a certain level
and duration of general unemployment have continued, federal grants
would be more justified.

Father Joseph Becker has proposed a similar program for the
states, with or without federal participation. Each state would have a
regular and an emergency fund. The emergency fund, to be used for
extended benefits, would automatically go into effect at a given point
of unemployment within the state—say, 6 or 9 percent of the labor
force. The regular fund would continue to be financed in the custo-
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mary way ; the emergency fund would not be subjected to experience
rating. A few states have in fact already adopted varying versions of
this proposal.

Several other states have responded to the problem, without ref-
erence to a two-layer design of benefits, by simply increasing poten-
tial duration within the basic program. They have pointed out that
two-layer programs not only involve excessive administrative com-
plexity but also fail to recognize the need for more adequate duration
of benefits for certain groups of workers in periods other than general
unemployment as well as the fact that problems of unemployment
are not equal throughout an entire state. A ten percent level of
unemployment may be reached in one part of the state while four
percent is being maintained elsewhere; a single “trigger-point” for
the nation or for a state as a whole is not realistic, it is claimed.

At the same time there is proposed legislation before Congress to
establish minimum state standards for unemployment insurance which
would make available at least 39 weeks of benefits. Recent experience
suggests that we are rapidly moving towards some form of benefit
extension which will make a period of 39 weeks not uncommon, and
even a potential of 52 weeks can no longer be regarded as out of the
question. The implications of these changes are fundamental to
the design of unemployment insurance. Generally speaking, eli-
gibility requirements, in terms of previous work history, have been
very moderate in most states. As few as 8 weeks of employment or
earnings of $400 during the base year might be sufficient to qualify
an unemployed man for benefits. If, however, duration is to move
up towards 39 weeks or more, is this compatible with such low eli-
gibility requirements?

The new trend towards providing for longer periods of unem-
ployment appears to require greater attention to the principle that
unemployment benefits are intended for persons with regular attach-
ment to the labor force. Thus far our state systems have found the
problem of designing satisfactory tests of such attachment elusive.
Administrative difficulties have caused them to confine the work
history test to a single base year. Is this enough? The relatively
short period of benefit availability has served to justify relatively
short periods of qualifying work history. If unemployment insurance
is to avoid the danger of taking on the characteristics of a general
unemployment relief program, and if it is to meet satisfactorily the
needs of bona fide workers, it must meet the difficult challenge of
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developing better tests of normal attachment to the labor force and
to distinguish those who might normally be expected to be at work
from those for whom employment is a “sometime thing.” Do we
have the technical knowledge to devise and apply such a test?

Attention is also directed to another trend of recent years—the
institution of uniform duration of benefits as opposed to variable
duration depending upon employment or earnings during the base
year. When duration was set at very modest levels the case for
uniformity was indeed strong. If potential duration is moved to 39
weeks and even a year, uniformity might be justified only by more
rigorous eligibility requirements than most people appear ready to
accept as desirable. Must we now, therefore, reverse the development
of the past decade during which states were persuaded that uniform-
ity of duration was an important principle for unemployment insur-
ance?

Some additional issues are raised by liberalizing the duration of
benefits, either by the “trigger point” principle or across the board.
When benefits continue for an exceptional period of time, does it
not become necessary to raise the question as to the beneficiary’s
prospects for re-employment? Must we not begin to distinguish
between those who are merely unemployed and those who have begun
to cross into the zone of the unemployable? It has, therefore, been
proposed that after a given number of weeks of benefit payments,
say 26, it should be the obligation of the Employment Service to make
some determination regarding the beneficiary’s re-employment pros-
pects. If the agency determines that prospects for re-employment are
poor and that they would be significantly improved by retraining and
occupational redirection of the beneficiary, rights to extended benefits
of an additional 13 or 26 weeks might be made conditional upon
acceptance by the beneficiary of such retraining. Similar proposals
have also been tied to a program of relocation of beneficiaries with
no re-employment prospects in their present labor market. In short,
the question is whether substantially increased duration of benefits
does not oblige the program to attach more constructive and remedial
elements to the benefits program.

However, it must be recognized that no practical extension of
duration will be sufficient to meet all forms of unemployment. The
insurance program alone can hardly be expected to prove adequate
to the entire problem of unemployment and the needs created by it.
in part, the need and demand for extended benefits is related to lack
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of alternative avenues of assistance. As long as unemployment insur-
ance is the only program available to meet the needs of the unem-
ployed there will be tremendous pressures upon it to extend itself,
even beyond the boundaries permissible for an insurance program,
to meet the needs.

The crisis in unemployment insurance is not unrelated to the
shameful inadequacy or total unavailability of general unemployment
relief in most states. About half have no organized program of gen-
eral relief. In some communities general relief is specifically unavail-
able to the employable. In other areas it is restricted in duration or
deliberately cut off at certain seasons, such as the summer months.
In only a small minority of states is general relief offered at the
same levels as the four federal-state assistance programs. There is
no present or planned program of public works to take up the slack
during periods of heavy and protracted unemployment. Therefore,
when unemployment insurance is exhausted there is no provision for
another and more suitable type of aid to pick up the former beneficiary.

Under such conditions it is not at all surprising that pressure
mounts to transform unemployment insurance into an all-purpose
relief operation. Therefore, the student of unemployment insurance
must be concerned with the development of related unemployment
programs. What is available to unemployment insurance beneficiaries
after exhaustion of benefits will prove vital to the integrity of unem-
ployment insurance in its character as an insurance program. In the
long run it cannot stand up alone. There is, in fact, ample evidence
that had the recession been deeper or even lasted a longer time, the
so-called insurance principle might have been undermined. Bills
had been introduced in Congress for direct grants for further exten-
sion of benefits and to blanket into eligibility even unemployed work-
ers who had not previously qualified for benefits or been covered by
unemployment insurance. That such proposals must ultimately lead
to a means test of eligibility seems highly likely. The upturn of the
cycle terminated serious discussion of such proposals before they
had gained much momentum.

The panel may wish to give its attention to the question whether,
given the current fact of unemployment insurance as the only in-
strument for meeting the needs of the unemployed, the insurance
principle could withstand a more extended recession. And, since the
insurance principle itself is controversial, does it matter?
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II

The second broad issue is whether the present financial structure
of federal-state unemployment insurance is adequate or whether there
is need for some equalization devices. When the federal government
passed the Temporary Unemployment Compensation Act early in
1958, the cumulated state reserves were over $8 billion. But most
of the money was not available to states experiencing heavy unem-
ployment. At the beginning of this year, 1959, there was still almost
$7 billion in these reserves. But during the last half of 1958, the
federal government had to advance to states over $300 million from
the general treasury to meet the needs of increased duration. These
advances were interest-free while the reserves in the Treasury were
drawing interest from the federal government.

Moreover, six states had so depleted their reserves in the course
of the recession as to become eligible for Reed Act loans. By April
1959, the federal loan fund was completely depleted although two
of the eligible states had not actually requested loans.

Had the recession been more prolonged many other state reserves
would have toppled. At the end of the first quarter of this year, even
with the unequal incidence of unemployment, total state reserves had
declined to substantially less than twice the benefits paid in the pre-
ceding 12 months. Before too much is attributed to the uncommonly
heavy unemployment suffered by the states whose reserves became
so depleted as to qualify them for loans, we should look at their cost
and tax rate experience.

An analysis made by the Committee on Benefit Financing of the
Interstate Conference of Employment Security Agencies shows that
each of the states has consistently levied employer taxes at an average
rate far below its average benefit costs, whether measured on a ten-
year basis, 1949-58, or a five-year basis, 1954-58. Delaware collected
only 50 percent of its costs in the five-year period, averaging only .6
percent of taxable payroll. The other five states did only slightly
better proportionately. In the country as a whole, during both pros-
perity and recession, the average employer contribution rate has been
steadily declining and reserves have been going down accordingly.
The drains on reserves during the recessions of 1946, 1949, 1950
and 1954 were not replaced by raising taxes later. In no year since
the end of the war have taxes averaged even as much as 1.6 percent
of taxable payroll. The report states:
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“The growth of reserves in these States and others has not
kept pace with the growth of potential liability against them. The
record shows that a number of states have not allowed reserves
to grow in proper relation to the growth of the insured work
force . . . rising wage levels and liberalization of the benefit
formula.

“There have been also serious leakages from the funds of
many States, such as the non-charging of benefits and other items
with the result that such States have a ‘paper’ reserve (sum of
employers’ credit balances) which is considerably greater than
the actual cash reserve.

“Tax rates have been lowered in the face of steadily rising
benefit liability ; . . . . Actually, the recession has highlighted a
process of erosion in a number of State funds which has been
in progress throughout the postwar period.

“It may be argued that 34 States have provisions for suspen-
sion of reduced rates when the reserves reach a certain low point.
It is evident, however, that in many such cases these safeguards
cannot be relied upon. Some are obsolete (use a dollar balance
as a safe reserve level), tax rates are geared to fictitious reserves
and hence bring into being tax rate schedules which fail to pro-
duce sufficient yield, safeguards are often circumvented or dis-
regarded, and frequently there is bad timing in respect to their
operation.

“In addition to reserve depletion, 17 states are confronted
with the problem of repayment of funds advanced under the TUC
program. Likewise, States which have borrowed from Reed Act
funds will have to make repayment.”

The Reed loan fund and the TUC Act were predicated on the
theory that the states could be relied upon to adhere to prudent
financial policies which would assure solvency in all but the atypical
and unforseeable instances. Has the evidence supported this premise?

The Interstate Conference’s Committee also pointed out, “In the
absence of appropriate State or Federal action the next recession
which might start, say, in the year 1961 or 1962, is likely to cause
critical fund shortages in 1/5 to 1/4 of the states with presently low
reserves and with an established practice of levying employer taxes
at low average rates relative to their benefit costs.” These include
several of our largest industrial states, such as Illinois, Michigan,
Ohio and Pennsylvania.

In the light of this and similar experience, the question is raised
as to the likelihood that the individual states can or will take ade-
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quate remedial measures. If this is not a realistic expectation, is
some form of federal action indicated? If so, what?

Is an enlargement of the present federal loan program, which the
Administration has requested from Congress, a correct or sufficient
approach to the difficulty? Very common now are proposals for a
federal reinsurance program. These proposals take many forms but
in general they would provide grants from a central fund to meet
extraordinary obligations of states which cannot be met by them ex-
cept at unreasonable tax rates. Unlike the loan programs this type
of device introduces two new principles, for which it is both praised
and condemned, 1) it partially spreads the cost of benefit risks among
the states; and 2) it introduces the federal government as a grantor
of benefit funds. It also opens the way for some central or national
planning in unemployment insurance. Less frequently, this type of
proposal is accompanied by the view that such special funds should
derive from general taxation rather than from the designated un-
employment payroll tax.

A central question regarding either of these devices, larger loans
or grants, particularly the latter, is whether they can be operated
successfully without recourse to some federal solvency standards for
the states. Moreover, is it possible to have meaningful or equitable
solvency standards without also establishing federal minimum benefit
standards?

Virtually the only federal financial standard which is, in effect,
mandatory upon the states is experience rating. It is alleged in some
quarters that the solvency problem is in large measure a product of
the pressures of competition for tax reductions created by experience
rating. Others allege that interstate competition for tax reduction,
and pressure for tax reduction within states irrespective of com-
petitive factors, might be just as strong and effective without experi-
ence rating. The question is increasingly raised as to whether the
individual States have evidenced capacity to operate systems of
differential tax rates consistent with demands of solvency. In any
case, it is now asked, is it not time to allow individual states a choice
between experience rating and the uniform rate adjustment methods?
Proposed legislation is now before the Congress to provide each
state such an option.

One can approve heartily of the principle of experience rating
and yet deplore the extravagant extremes now operating in some
states. Is there, for example, any justification for zero contributions?
Last year 92 per cent of all accounts in Colorado paid no tax, 50
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per cent in Iowa, 78 per cent in South Dakota, 46 per cent in Wis-
consin. The Interstate Conference’s Committee on Benefit Financing,
certainly not among the opponents of experience rating, has recom-
mended establishment of a minimum rate in all states to assure at
least that employers at the lowest cost end “contribute to the common
cost.”” Similarly, the Committee points out:

“The sharing by all employers of the costs above the estab-
lished legal maximum is insurance against any one employer
being hit too hard. With taxable wages becoming a smaller part
of total wages, a fixed maximum rate gradually represents a
lower rate on high cost employers’ labor bill. If the maximum
rate is to have the same meaning over a period of time, it should
either be expressed as a percentage of total wages, or as an in-
creasing percentage of taxable wages.”

This leads us to the vital question of the tax base, still pre-
dominantly the first $3000 of wages. The original rationale for
imposing this restriction in 1939, when the $3000 line included 95 per
cent of total wages, has disappeared. In logic there does not seem
to be any sound reason for making the base anything other than
total covered payroll. To place the line firmly at an apparently im-
movable dollar point representing a progressively smaller proportion
of total wages—now 67 per cent—will result in the eventual ab-
surdity of having an apparently astronomical tax rate. The publi-
cized tax rate, applying only to taxable payroll, is already misleading
to the general public.

Other objections to the present low tax base include: 1) dis-
crimination against relatively low wage industries; the higher wage
industries pay a proportionately lower tax; 2) the general tendency
to calculate reserves as a ratio of taxable wages is dangerous and
misleading in giving a limited impression of the liability of the
reserves; 3) tax rate adjustments are far less responsive to cyclical
requirements when confined to a low tax base.

The Administration has this year recommended to the Congress
that the federal unemployment tax base be lifted to $4200, a proposal
which appears likely to meet successful resistance.

II1

The third broad issue facing us is whether experience with the
Federal-State system indicates that minimum federal benefit stand-
ards are necessary or desirable.
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I have already suggested the inter-relationship among the pro-
posals for federal reinsurance or grants, solvency standards, and
benefit standards. Federal monies in the form of reinsurance or
grants would seem to require some criteria of eligibility for state
fiscal practices related to solvency; solvency standards to be mean-
ingful require some criteria of minimum benefit standards. But
benefit standards also deserve to be considered on their own merits.
This is a question with some imminent practical aspects; it is a matter
of common knowledge that a bill providing for federal minimum
benefit standards failed to be reported out of the Ways and Means
Committee this year by a margin of one vote.

There are no generally accepted criteria of benefit adequacy. Sev-
eral different types of measures have, however, been widely dis-
cussed. The Bureau of Employment Security has over the past few
years sponsored studies in several communities to determine the de-
gree to which present benefit levels provide for the essential needs of
beneficiaries. In general these studies indicated that single men could
meet non-deferrable costs of living. Family heads fell on average
about 40 percent short of the amount needed to meet non-deferrable
costs. Yet, on average, family heads had earned wages about 50
percent higher than single men. Their benefits were, however, so
curtailed by the operation of benefit ceilings that proportionately
their benefits were less than those of single men.

Another criterion of adequacy is often employed. If one may
judge by the voluminous testimony before Congressional commit-
tees, a rather large number of people take the benefits of the year 1939
as representing an ideal level of adequacy. Why this is so, they don’t
say. Such testimony usually proceeds to show that average weekly
benefit amounts have since 1939 increased somewhat more than the
Consumer Price Index, which presumably demonstrates both im-
provement and adequacy. This test appears to deny that benefits
ought to be either wage related (a principle often regarded as basic
to the insurance program) or reflect rising standards of living as
well as cost of living. Moreover, it should be clear that if cost of
living is used as a benefit criterion, and wages continue to rise more
rapidly than the CPI, as has been the case, unemployment insurance
will replace a continuously declining proportion of payroll during
economic downswings and thus reduce the program’s counter-cyclical
value.

The unemployment insurance programs started with the rule of
thumb standard that benefits should replace approximately 50 per-
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cent of wages for all but exceptionally highly paid workers. This is
approximately the standard this Administration has been urging on
the states since 1954. In fact, as is well known, there is no state
in which a substantial majority receives this much compensation. In
most states only a minority of workers reach the stated standard
of 50 percent, due primarily to the sluggish movement of the firm
dollar ceilings.

The evidence appears to indicate that these ceilings operate with
inequitable and socially regressive results. Together with other factors
they cause a weighting of benefits in favor of those in least need. In
Ohio, for example, the part-time and “pin-money” workers received
benefits averaging 73 percent of pay last year, while family heads
earning the average weekly wage in that state were paid 41 percent
of wages. Similarly, nearly nine out of ten men who received benefits
in Ohio last year were held down by the $33 weekly ceiling, but only
two out of five women were so affected. If ceilings were raised to
a point where they permitted a benefit of 50 percent of wages for a
substantial majority of workers, if would be family men, those most
firmly attached to the labor force, who would profit most and it would
reduce the present senseless discrimination against steady workers
with heaviest family responsibilities.

The Karsten-Kennedy bills before Congress would set a federal
requirement upon states that ceilings not be allowed to fall below
a dollar figure equal to 6624 percent of average wages in the state.
A few states have already adopted some version of an automatically
adjusted ceiling in accordance with changes in average wages.

Professors Brown and Lester of Princeton have proposed another
method to induce states to maintain more adequate benefit levels.
They would tie reinsurance fund privileges to maintenance of benefit
standards by conditioning state eligibility for reinsurance funds on
tax and outflow ratios in the state. Eligibility for membership in
the fund would depend upon a state maintaining an average tax rate
of, say, 1.2 percent at all times. Then, for any quarter when benefit
payments reached an established level of taxable payroll, say 2.7
percent, the fund would pay half of all additional benefit costs beyond
that point. When payments reached a still higher level, say 3.2 per-
cent, the fund would begin to pay three-quarters of the remainder.

Other devices have been proposed and others will suggest them-
selves to you. The question before the panel is whether the record
indicates that some federal action is needed and, if so, what tech-
niques would prove economically and administratively most effective?
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MR. CHAIRMAN AND MEMBERS OF THE CONFERENCE :

Because of time restrictions, I must limit my discussion to one of
the five issues presented relating to the financing of unemployment
compensation, — namely, the question: “Is mandatory experience
rating an unreasonable federal standard in addition to being incon-
sistent with congressional intent ?”

Before taking up this question, I should say that I disagree with
the stated assumption that mandatory experience rating is incon-
sistent with congressional intent. The 1935 report of the Committee
on Economic Security recommended that provision be made for ex-
perience rating. Congress expressly provided that the states may
not reduce unemployment taxes except on the basis of experience
rating. If Congress had not so intended, it would not have so pro-
vided. If Congress had since revised its opinion it has had the power
to change the law. Aside from that, for reasons which I do not have
time to develop, experience rating is not so likely to create problems
with interstate unemployment tax differentials as would flat rate
adjustments of unemployment taxes.

Contrary to what is probably the prevailing view here today, I
sincerely believe that experience rating is absolutely essential to
contain the harmful potentialities of unemployment compensation.
It is not only reasonable, but necessary, that experience rating should
be the only acceptable method of reducing unemployment taxes. The
general public has an interest in the cost of unemployment compen-
sation. The money paid out to those who are not working comes out
of the production of those who are. The interest of employers justi-
fied by cost differentials under experience rating is a conserving
force, essential to balance the pressure from beneficiaries for more
and easier benefits.

Unemployment compensation has unavoidable effects on incen-
tives, both for employes and for employers. Whether these effects
are constructive or destructive depends on the policies followed in
designing the law.

The effect of the law on employe incentives derives from the fact
that the availability of income maintenance payments during unem-
ployment enables the employe to be more selective (subject to
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statutory eligibility rules) about the work which he will seek and
accept. Such payments make it financially possible for the employe
to exclude from consideration some employment opportunities which
he might otherwise feel impelled to accept.

Thus the benefit formula and eligibility rules of an unemployment
compensation law are inextricably involved with incentive problems.
In legislating on this subject, any legislature—state or federal—
must balance the advantages and disadvantages of expanding the
area of work opportunities which the beneficiaries of the program
may reject at public expense.

Incentive reactions to unemployment compensation are by no
means limited to employes. Business managers also react rationally
to legislation changing the financial impact of various courses of
action; and legislatures must also weigh the impact of unemployment
compensation taxing policies on business decisions.

In the absence of experience rating—in other words under a sys-
tem of uniform, flat-rate taxes—the incentives for employers would
be neutral at best and, at worst, negative and destructive. There are
many cases illustrative of this point, arising in situations where the
individual employer’s experience is so good or so bad that changes in
it do not affect his tax rate under the experience rating formula.

In these situations there is an inducement for the employer to
utilize unemployment compensation benefits as a wage subsidy, thereby
putting burdens on the unemployment fund that properly should be
borne by the individual employer. One example of this, brought to
light recently by a legislative committee in Michigan, involved the
use of unemployment benefits to discharge part of an employer’s obli-
gation to finance paid vacations for his employes. Other examples
might involve resort owners who promise unemployment benefits
in the off-season in recruiting employes, and employers who provide
elective unemployment compensation coverage for their employes
and then proceed to drain the state fund up to cumulative amounts
equalling 25, 50 or even 100% of the employers’ annual taxable
payroll. Still other examples are to be found in the so-called staggered-
work or skipped-week plans under which employers can maintain a
surplus labor reserve without expense to themselves.

There should not be much argument about the proposition that
the taxing formula of unemployment compensation should create in-
centives for employers to conserve the fund, not to dissipate it.
Experience rating does create such positive incentives. This fact is
implicitly recognized in the criticism which is levelled against ex-
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perience rating by the representatives of the beneficiaries, when they
blame experience rating for what they regard as unsatisfactory
progress in increasing benefits and for what they contend is excessive
litigation and delay of legitimate claims.

Management does not criticize the employment security program
because it creates an incentive for representatives of employes to
favor higher benefits or looser eligibility rules, or because the pro-
gram creates an incentive for individual employes to contest the
denial of their claims and to try to gain favorable interpretations of
the law. It recognizes these as inevitable and natural corollaries of
the existence of such a program. In view of this, the logic of the
opposition to a mechanism which contributes to corresponding inter-
est and activity on the part of employers is quite baffling and unac-
ceptable.

In the absence of experience rating, the pressure for increased
spending would be concentrated while the pressure for conserving
would be diffuse. The result, as in physical bodies, would be move-
ment in one direction at a constantly accelerating pace.

I have not so far referred directly to experience rating as an
incentive for employers to stabilize employment. While there is a
common tendency to discount this as a minor one of many factors, I
should like to point out that some of the greatest deprecators of this
objective have espoused it as an argument for supplemental unem-
ployment benefit proposals.

The fact of the matter is that the long term trend of benefit
increases has caused unemployment compensation to emerge as a
dominant cost factor associated with irregular employment; and the
cold logic of accounting analysis indicates that it is now financially
practical to use some stabilization techniques which might not be
justified were it not for unemployment compensation costs. Just as
one example, under the Ohio law as recently amended, a temporary
employe can, when laid off, draw benefits at his employer’s expense
equivalent to 100% premium pay for his straight time hours of work,

On balance, I believe there is little room for doubt that experience
rating is essential to a constructive unemployment compensation pro-
gram. There have doubtless been and will probably be some em-
ployers—as there have been some employes—who have abused their
rights or neglected their obligations under the law. Abuse should
be handled under the law by appropriate safeguarding and penalty
provisions ; but experience rating should no more be repealed because
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of instances of employer abuse than the benefits should be repealed
because of employe abuse. On the whole, the record shows that
employers appeal substantially fewer cases than claimants do, and
that employers tend to prevail in their appeals more often than claim-
ants. This does not support the taking away from employers gener-
ally of the fundamental right of appeal or of the source of their
interest in the disposition of disputed cases.

Those of us who recognize experience rating as an essential bal-
ancing and conserving force in the program are disturbed by the lag
in adjusting the revenue-producing capacity of the rating system to
reflect the increasing liability resulting from increases in the scale
of benefits. This results in a concentration of employers at the maxi-
mum tax rate, where added benefits have no impact on the employers’
costs. At the same time, the resulting decline in the balance of the
fund usually forces an automatic increase in the minimum tax rate,
so that the experience rating incentive becomes inoperative at both
ends of the scale.

Because of the importance which I attach to experience rating
as an element of a sound and constructive unemployment compensa-
tion program, I would urge the many of you present who are in-
terested in the program as a social mechanism, and not primarily from
the standpoint of beneficiaries or taxpayers, to cease your attacks on
experience rating and devote your efforts to strengthening it so as
to preserve its incentives and better assure the solvency of unem-
ployment funds.

RicHARD A. LESTER
Princeton University

Operating under the chairman’s 7-minute rule, I must be brief
and a bit dogmatic. For the most part I shall simply state conclusions
without their factual support.

1. Unemployment compensation could be significantly more effec-
tive as an automatic stabilizer than it has been during the past dozen
years.

a. In the trough of post-war recessions, unemployment com-

pensation met no more than one-fifth of the total wage and salary
loss due to unemployment in this country.
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b. The ratio of wage-loss compensation did not vary greatly
with business conditions. The proportion of the Nation’s wage
loss from unemployment that was compensated by unemployment
benefits appears to have been only a little higher in recessions
than in good times, and has been low in the second year of a
recession, due largely to exhaustion of benefit rights. In fact,
the percentage of wage-loss replacement varied much as did the
ratio of insured unemployment to total unemployment.

2. Within the principles and framework of our present program,
unemployment compensation could be made perhaps 50 percent more
effective as a countercyclical measure. That could be done by such
means as (1) raising benefit ceilings at least to three-fifths or two-
thirds of average weekly wages in covered employment, (2) improv-
ing benefit formulas so that most beneficiaries would have weekly
benefits equal to 60 to 65 per cent of gross wage loss, and (3) ex-
tending the duration of benefits, with perhaps extra credit for longer
employment records.

3. It must be recognized that there are definite limits to the
countercyclical effectiveness of unemployment compensation as long
as our basic social insurance principles are retained. They involve
benefits directly geared to prior wage records or contributions.

a. Cyclical variation in benefits relative to normal wages, with
a considerably higher percentage replacement of individual wage
loss when unemployment is substantial and a smaller percentage
in times of high-level employment (as proposed by Professor
J. K. Galbraith) certainly would undermine the “insurance” char-
acter of the program. Also, to switch back and forth between
two or more different benefit standards and different basic philoso-
phies of compensation would be almost as upsetting and incom-
prehensible to the individual recipient as a similar program of
countercyclical variation in old-age benefits or in wage scales.

b. Temporary extension of benefit duration according to the
severity of unemployment (as now embodied in six state laws and
as practiced in 1958-59 under the Temporary Unemployment
Compensation program of extended benefits) is less incompre-
hensible but nevertheless does some violence to the “insurance”
concept. As a countercyclical measure, variation of benefit dura-
tion is much less effective than more adequate benefit levels, or
Galbraith’s variation in benefit standards, would be.
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4. Countercyclical variation in employer tax rates would, at best,
have only slight stabilizing effects on the economy and would be most
difficult to operate successfully under our present Federal-State ar-
rangements. Therefore, a fairly stable average tax rate over a cycle
seems a more practical, if not a more desirable, objective, even from
a cyclical viewpoint.

a. For most states, average unemployment tax rates in the
post-war period have tended to vary cyclically, with a lag of a
year or two, because (1) experience rating for the most part is
related to individual reserve ratios which go down in recessions,
(2) employer tax rates in many states vary inversely with the size
of the state’s reserve fund, and (3) many industrial states, espe-
cially recently, have tended to disregard long-run solvency con-
siderations (they have raised benefits, lowered taxes, and declined
to build up a significant reserve to repay their TUC expenditures
to the Federal Government and to meet drains during the next
recession).

b. Countercyclical variation of the tax (with the same total
intake over a complete cycle) would seem to involve too small a
fraction of total costs to make much difference in the cyclical
variation of business. On $3,000 a year of wages (which is about
$1.50 an hour), a one percent increase or decrease in a state’s
average unemployment tax rate (a really significant change)
would mean a difference of only 1.5 cents per hour on the wage
bill. Presumably such a countercyclical variation would have
little effect on firms’ decisions with respect to the timing of in-
vestment in plant and inventory or other expenditures over a
cyclical swing.

5. The general conclusion is that, through improved benefits, an
additional, if somewhat modest, contribution could be made to sta-
bility of the economy.

WILBUR J. COHEN
The University of Michigan

Unemployment insurance is a controversial area of economic and
social policy. There is undoubtedly more difference of opinion about
the objectives and the specifics of unemployment insurance policy
today than there was twenty-five years ago when the program was
first established.
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Despite these differences, no responsible group wishes to abolish
or modify the “basic principles” underlying the insurance concept.
Employers, unions, and the general public—despite their dissatisfac-
tion with specific provisions of the program—all recognize the neces-
sity of providing unemployment insurance if a free market economy is
to be preserved in a democratic society.

It is not difficult to understand the reasons why there are sharp
differences of opinion on unemployment insurance policies. The pro-
gram affects individuals, enterprises and the economy in many sensi-
tive ways. It not only affects incomes and taxes but it has a reia-
tionship also to motivation, incentives, and concepts of income ade-
quacy. It touches, therefore, on the basic value judgments people have
on many subjective factors. Some of these judgmental-subjective
factors are not settled in any final sense by either collective bargain-
ing or by the legislative process. They are opened to re-examina-
tion from time to time as dramatic changes in experience in the
economy occur, such as during a recession, war, continued periods of
high employment, or as a result of persistent long-term unemploy-
ment, or the existence of surplus labor market areas.

In the twenty-five years of unemployment insurance experience,
the recession of 1957-58 was the first time that the system really
was subjected to basic modification. The recessions of 1938-39,
1949-59, 1953-54 and the post-war reconversion problems of 1945-
46 produced a number of legislative proposals but no major lines of
new policy were adopted. The threats of Federalization and Federal
minimum benefit standards produced some improvements in State
benefit levels over the years. But many benefit and financing prob-
lems remained unsolved. The recession of 1957-58 pointed up the
glaring inadequacies in the system.

The result was that it became incumbent upon the Eisenhower
Administration in 1958 to take the first decisive step in the history
of the program to superimpose a kind of Federal benefit standard
upon the State programs. The Temporary Unemployment Com-
pensation Act (TUC) despite its permissive and loan aspects clearly
admitted a failure of the State-by-State system. It admitted the ne-
cessity and validity of some Federal action and some Federal financing
in making unemployment insurance play a more effective role in the
recession. And, in addition, it changed the entire discussion on the
appropriate duration of benefits. TUC has now died a natural death.
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But many questions still remain centered about how the present un-
employment insurance system will fare in the next recession and, at
the same time, in a period of economic growth ; the probable lines of
State and Federal action in the interim; and alternative lines of
policy to meet the various kinds of unemployment which might occur.
The complexity and confusion of the public policy questions in-
volved in dealing with the issues just noted is due to the continual
intermixing of several interrelated—but separable—issues:

(1) The question as to the objectives of unemployment insurance ;

(2) The extent of its role in meeting different kinds of unemploy-
ment, i.e., seasonal, structural, cyclical, voluntary, etc.;

(3) The definition of adequacy in the program and the extent
to which the individual should meet part, all, or none of the burden
of his unemployment ;

(4) the role of the Federal and the State governments in estab-
lishing objectives, the standards of adequacy and administration ; and

(5) The financing of the program: employer, employee, and
governmental general revenues contributions, and their share and
amount ; and the operation of “experience rating.”

As matters stand, therefore, at the beginning of 1960, some 30
years after the outbreak of the depression of 1929, the following
“facts” emerge:

1. Unemployment insurance is here to stay, but in what form or
extent does not seem quite clear. There is no general agreement
as to what should be its primary objective. There is no general agree-
ment as to its role in dealing with short-term, long-term or persistent
unemployment, or to the role of the States or the Federal government
in the program. Finally, there is sharp and conflicting criticism of
the program from labor, management and the community. Unem-
ployment insurance thus differs significantly from the situation in
which the OASDI program currently finds itself.

2. Supplemental unemployment compensation plans have not
evolved as a significantly widespread private program. In this
respect, the relationship of private supplemental unemployment
benefit plans to unemployment insurance differ from the relation-
ship of private pension plans to OASDI. Private pension plans



112 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

are more widespread in the number affected than SUB plans. Based
upon present trends, it is not likely that SUB (or dismissal or
severance pay plans) will become a significant factor in the near
future in meeting a major share of recession unemployment for
the nation as a whole.

3. General assistance programs are in a sorry state. In a num-
ber of States employable persons are not eligible for assistance.
In others, the locality must bear the entire cost of assistance;
hence, any aid is very limited and inadequate. Of particular im-
portance is the fact that local financing makes it difficult, if not
impossible, to expand the program when unemployment occurs
and local tax income is even more limited than in other times.
It is shocking, but it is true, that the nation had a more compre-
hensive and more adequate general assistance program in 1934 than
it has today!

4. Public works programs directed to meeting the needs of
unemployed persons have not emerged. In a few communities there
are work-for-relief programs. But a public works program of
productive investment organized to be accelerated when unemploy-
ment occurs or to utilize the skills of the unemployed, has not
seemed to have had much appeal to the localities, States or to the
Federal government. It still appears that the prevailing attitude
is to try to make unemployment insurance handle a larger part of
any unemployment problem before initiating any kind of wide-
spread works program.

S. Significant developments have occurred in unemployment
insurance recently particularly as a result of the 1958 recession.
These developments are likely to have important long-run effects
on benefits and financing and on the role of unemployment insur-
ance. The most significant developments in the entire 25 years
of the program probably have occurred in the last couple of years.
These developments are (as of October 1959):

A. Four States for the first time have a maximum duration of
regular, permanent benefits longer than 30 weeks. They are:

Colorado 32.5 weeks
Wisconsin 34 weeks
Utah 36 weeks

Oklahoma 39 weeks
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Five additional States have a duration of over 26 weeks and up
to and including 30 weeks. They are:

Louisiana 28 weeks
New Mexico 30 weeks
Pennsylvania 30 weeks
Massachusetts 30 weeks
Washington 30 weeks

B. Six States for the first time have a permanent provision in
their laws to extend the duration of benefits for the period of time
when high unemployment occurs. These States—and the maximum
additional benefits provided:

California 13 weeks - to 39 weeks
Connecticut 13 weeks -to 39 weeks
Idaho 13 weeks —to 39 weeks
Illinois 13 weeks - to 39 weeks
North Carolina 8 weeks —to 34 weeks
Vermont 13 weeks - to 39 weeks

Thus, under present provisions of law, ten States in a reces-
sion period might be paying benefits over 30 weeks—six as long
as 39 weeks.

C. Five States now provide by law that the maximum weekly
benefit amount is to be set automatically by the application of a
specified percent in the law to average weekly wages at periodic
intervals. These States and the percents are:

Wyoming 55%
Wisconsin 52%%
Kansas 50%
Utah 50%
Vermont 50%

D. The Federal Government, for the first time, took emer-
gency action to encourage the improvement of benefits in a reces-
sion period. By encouraging States to extend the duration of
benefits to 39 weeks, a new “standard” for duration was established.
Moreover, the situation indicated more clearly than ever before the
importance, necessity and feasibility of the Federal Government
taking a more affirmative role in unemployment insurance.
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It would hardly be wise to wait for another recession before
we again tackle the problems arising from unemployment. Some
further changes in the unemployment insurance program are over-
due. The amount and duration of benefits provided for insured
workers are inadequate in many States. Many workers are en-
tirely excluded from the protection of unemployment insurance.
General assistance is not available in all communities to unemployed
persons nor is it financed in such a way to meet their needs.

Now that our economy is once more expanding, we are in a
position to proceed deliberately and to carry out permanent im-
provements in these two programs, not only with a view to miti-
gating individual hardships but also with the objective of aiding
our economy to better meet the many problems arising during a
recession.

Once we succeeded in devising a system of unemployment in-
surance that is more comprehensive in coverage and better suited in
its benefit provisions to the needs of the unemployed, and estab-
lishing a more comprehensive and flexible general assistance pro-
gram, we should then be able to more calmly appraise the necessity
for other programs, or modifications in existing policies or pro-
grams. It would not be realistic to assume that unemployment
insurance and general assistance could handle satisfactorily any and
all unemployment episodes we might experience in the coming
decade or two. But we do have the structure of these two programs
in effect today. They are staffed and in operation. They can be
vastly improved in 1960 and ready to do a better job in 1961 and
1962. This is their great virtue. We should always be willing to
discuss whether the house needs a new roof or we should move to
a new house. But let us not wait any longer to fix the roof before
it rains again.
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AMERICAN MINIMUM WAGE LAWS: THEIR
PURPOSES AND RESULTS

N. ArnoLp ToLLES
Cornell University

We in the United States are now approaching the half-century
mark of experience with the legal regulation of minimum wages.
There is still an active controversy as to whether governments should
regulate the wages paid by private industry and, if so, at what level
and determined by what method. Meanwhile, we have accumulated
some very considerable knowledge as to the actual and probable re-
sults of the operation of minimum wage laws, and, of course, we still
have much to learn.

This paper will begin with a broad historical review of social
attitudes toward wage regulation. Next, we shall remind ourselves
of the checkered history of minimum wage laws in this country.
Against this background, the shifting arguments about minimum
wage laws will be examined.

In a broad sense, regulation of wages by the community is nothing
new. The remuneration for human effort has been regulated through-
out most of man’s history—either by custom or by some type of
explicit law. However, the purposes of wage regulation have changed
greatly over the centuries.

Prior to 1800, wage regulation was used primarily to keep every
person in his established economic place. No equalitarian or pro-
gressive aim was involved in those earlier days. It was generally
agreed that a goldsmith should earn more than a weaver, although
not even Adam Smith could explain just why this should be. Wage
regulation, and the related regulations of product prices, quality and
apprenticeship did, however, aim to give each class of workers an
assurance of security in what was considered to be the appropriate
economic status of each group.

After about 1300 A.D. these wage laws and orders were progress-
ively undermined by the commercial, the agricultural, and the indus-
trial revolutions in Western Europe. New products, new processes,
new occupations, drastic changes in the value of money, and the up-
rooting of peoples (as by the enclosures in Britain) gradually made
impossible the maintenance of the former legal and accustomed
standards of reward.

116
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Toward the close of the eighteenth century in Britain, the ab-
surdity and ineffectiveness of the remnants of governmental wage
regulation became especially apparent. Thereupon the accepted social
policy took a 180-degree turn. Adam Smith became the great popu-
larizer—although, of course, not the originator—of the new doctrine
of laissez-faire. The free market, rather than guild or government
regulation, was now supposed to be the best regulator of wages, as
of all prices. Smith himself was a humanitarian reformer. If the
minimum wage regulations of his time were abolished, Smith be-
lieved that the lowest-paid of the workers could and would improve
their economic position. Some twenty years after Smith died, his
doctrines had become generally accepted in Britain—not, however,
as a reform but as a defense against any proposal to improve the
lot of the common laborers.

The most congenial soil for the application of the laissez-faire
doctrine turned out to be in North America. Here, prior to 1850,
labor was in relatively short supply. Consequently, a free market
for labor provided wages which were fabulously high as compared
to those in Europe at that time. Here, there were few traditional
occupations and there was no established social hierarchy. The laissez-
faire views of men like Jefferson were intended—as were those of
Adam Smith—to keep the dirty hands of government from interfering
with the desired improvement in the economic conditions of the com-
mon man.

After 1870 free labor markets came to have a different practical
effect in America. The great factual change consisted of the flood
of new immigrants who came, increasingly, from the least-fortunate
parts of Europe. Around the year 1907 the annual immigration to
the U.S.A. had reached a volume of more than a million persons
a year. For these new immigrants, a wage of a dollar a day repre-
sented a great improvement. That same wage seemed scandalously
low to the workers who were already established in the U.S.A. Free
labor markets now meant that the new immigrants, including their
wives and daughters, could be paid the lowest wages they would
accept. This low-wage competition threatened, in turn, the wages
of everyone else.

A spiritual change also took place. This change was rooted in a
religious revival which had begun in the 1840’s. The chief exponents
of the new attitude were clergymen and social workers. After 189(),
social settlements began to spring up in the most distressed districts



118 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

of all the large American cities. Gradually, the social workers came
to demand that governments should require the payment of some
minimum wage, whether or not the worker was willing to accept a
lower wage. This second about-face in social policy—away from
laissez-faire and back to collective responsibility—could be trans-
lated into action only gradually. Between 1912 and 1923, however,
minimum wage statutes were enacted in 15 states, the District of
Columbia and Puerto Rico.

This early minimum-wage was brought to a halt by the 5-to-4
decision of the U. S. Supreme Court in the Adkins case of 1923.!
A bare majority of that court decided that the minimum wage law
of the District of Columbia was unconstitutional because it sought
to prevent a person like Willy Adkins, an elevator operator, from
exercising that freedom of contract which had been guaranteed her
by the 14th Amendment to the Federal constitution? As long as
the Adkins decision was controlling, all the minimum wage laws and
orders of the various States were equally unenforceable. Thus a
provision of the Constitution which had been designed to protect the
liberated Negroes came to be used, in fact, to demolish the govern-
ment’s attempted protection of the wages of working women.

During the ebullient 1920’s, the protests of socially-responsible
people against laissez-faire were feeble indeed. There were relatively
few new immigrants now and there was a common impression that
everyone was getting rich by buying common stocks. Social workers
tried to remind the public that there were millions of poorly-paid,
unemployed and disabled citizens, still dependent on relief but the
private-market concept prevailed. After that came the Great De-
pression and, as a result, a revival of the minimum-wage movement
in the curious form of the National Industrial Recovery Act of 1933.

N.LLR.A. combined the social-welfare purpose of the old mini-
mum-wage laws with a new idea that increased minimum wage rates
would revive total employment by increasing total purchasing power.
The Act was nation wide in application and under it the Federal
government sought to support both employers and employees in
raising prices, fixing quality standards and raising money wages
under the so-called industry “codes of fair competition.” The mini-

! Adkins vs Childrens Hospital 261 U.S. 525, 43 Sup. ct.

1 An excellent criticism of the Adkins decision appears in Harry A. Millis
and Royal E. Montgomery: Labor’s Progress and Some Basic Economic Prob-
lems (New York, 1938, McGraw-Hill), pp. 328-342,
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mum wages, thus arranged, applied to men as well as to women and
children for the first time in American legislative history.

The N.I.R.A. died on May 27, 1935, after only operating for
about two years. As soon as the Supreme Court got a chance to re-
view a case which challenged the delegation of law-making powers,
the Court decided that N.I.LR.A. was invalid because it, like the
earlier minimum wage laws, violated the individual freedoms which
had been guaranteed by the Federal Constitution. The famous “sick
chicken case”® did not explicitly involve minimum wages, but the
Court’s decision in this case made unenforceable the whole
structure of NRA regulations, including the minimum-wage pro-
visions. Actually, it is probable that by 1935 the NRA had outlived
its usefulness as an economic stimulant. President Roosevelt assailed
the “nine old men” on the Supreme Court for striking down N.I.R.A.
and other New Deal measures. He tried, and failed, to “pack” the
Court. He pushed through a National Labor Relations Act and a
Fair Labor Standards Act. But, significantly, President Roosevelt
never tried to revive anything like the N.I.LR.A. Looking backward,
the reason appears to me to have been fairly clear. The theory that
government-sponsored increases in both product prices and wages
would produce “full employment” seemed to have been working
temporarily, in 1933 and 1934, but not in 1935. In 1933, the creation
of a belief that wages would not continue to fall, as they had since
1929, probably would have released the delayed investment expendi-
tures of private business enterprise, whether wage rates had been
raised or not. But increased money wages meant not only increased
money costs. By 1935, the cost effects of N.R.A. had caught up with
the spending effects.

After the demise of the N.R.A., the government appeared, for
the time, to have only a very minor power to influence the wages
paid by a private employer. This remaining power consisted of the
government’s right as a purchaser. As far back as 1931, the Bacon-
Davis Act had required the payment of so-called “prevailing wages”
on construction projects under contract with the Federal govern-
ment. In 1936, the Walsh-Healy Act extended the “prevailing wage”
requirement to Federal procurement contracts, generally. The pur-
pose and method of operation under the Bacon-Davis and Walsh-
Healy Acts have been somewhat different from those of the main

¥ Schechter Poultry Corp. vs U.S. 295 U.S. 495.
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body of minimum wage regulations. In actual practice, the phrase,
“prevailing wages” has often been interpreted to mean the wage scales
of union-management agreements.* The operational effect has been
to prevent employers who paid less than “prevailing wages” from
becoming successful low bidders for government contractors. No
one seems to have analyzed adequately the actual effects of these
two public-contracts laws-—or the similar ones in the various States
and local communities.

What mainly survived, with respect to Federal regulation of
minimum wages was the Fair Labor Standards Act of 1938. Under
F.L.S.A.,, the constitutional Federal power to control commerce
between the States was used as a basis for governmental stipulations
of minimum wages. No collective price-fixing was involved this
time. The minimum scales of wages—in contrast to those of the
earlier State laws, but similar to those of the N.R.A. codes—applied
to male employees as well as to women and children.

The first actual standards under the F.L.S.A. regulations were
modest, taking the country as a whole. For the first year, the
minimum wage was set at 25 cents an hour; for the second year at
30 cents and from then on the wage minima were to be recommended
by tri-partite “industry committees” in the range between 30 cents and
40 cents an hour, subject to a universal minimum of 40 cents by
1945, i.e., after seven years. Many of these industry committees were
set up, and between 1938 and 1941 they struggled with problems as
to whether the minimum wage in a particular industry, should be
321/, cents, or 35 cents, or 37 cents, or 40 cents. After the outbreak
of World War II, this struggle almost ceased and by 1944 all the
minimum rates for interstate operations in the continental U.S. had
moved up to 40 cents. In 1950, Congress amended the Fair Labor
Standards Act to provide a universal minimum (for mainland work-
ers involved in interstate commerce) of 75 cents an hour and simul-
taneously Congress abolished the mainland “industry committees.”
Since 1956, the Federal minimum for the continental U.S. has been
$1.00 an hour. The present controversies, as we all know, are whether
this $1.00 Federal minimum should be raised further and whether

¢ For adverse criticism of the union-scale interpretation of “prevailing wages,”
see: Joseph M. Stone and John R. Brunozzi, The Construction Worker Under
Federal Wage Laws (Washington, D.C. Livingston Press 1959), and John F.
Van Sickle, The Walsh-Healy Public Contracts Act (New York, American
Enterprise Assn., Inc. 1952).
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the coverage of the Federal law should be extended to cover more
than the 24 million employees who are now covered.

Even before the Federal government enacted the Fair Labor
Standards Act, the various States had begun to revive and to extend
their own minimum wage laws. Actually, it was the Supreme Court
decision on the Washington State law 8 which encouraged Congress
to pass the Fair Labor Standards Act of 1938. In 1937, the U.S.
Supreme Court explicitely reversed the decision of the old Adkins
case and decided that a government stipulation of minimum wages
might be a proper executive exercise of the power of government
under the Constitution. That West Coast Hotel decision was prob-
ably the most important event in the history of American minimum
wages laws. At present 34 States, the District of Columbia and
Puerto Rico now have minimum wage laws of their own. These State
laws apply to a total of some 4 million workers—most of them
workers in intrastate employment who, for that reason, are not the
most part covered by the Federal law.

When we come to assess the results of these minimum wage laws
and regulations, we need to remind ourselves, once more, of their
very special objectives. In the United States (and in Great Britain),
legal minimum-wage regulation has, by and large, been devoted to
the limited purpose of raising the wages of the lowest-paid workers,
who constitute a small minority of the whole body of employees. For
example, just before the present Federal $1.00 minimum was put
into effect, only about 10 per cent of the covered workers were re-
ceiving less than $1.00 an hour.® (It is true, however, that nearly
30 percent of the covered workers in the South had been receiving
less than that amount.) With the exception of a brief period in the
1930’s Americans have not sought to use minimum-wage laws as a
substitute for the free labor market or for collective bargaining as a
means of regulating wages generally. And, of course, minimum-wage
regulation—as distinct from war-time wage control—has not had the
medieval purpose of keeping each worker in any pre-determined,
static economic position. Have American minimum-wage laws
achieved this limited purpose of raising the wages of the minority
of the lowest-paid workers?

S West Coast Hotel Co. vs Parrish. 300 U.S. 379.

¢ U.S. Department of Labor, Bureau of Labor Statistics, Bulletin No. 1179,
g%torgi 9glggrker:’ Earnings, April 1954 (Washington: Government Printing

ce, .
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Half a century ago, when minimum wage laws were being pro-
posed in the United States, many leading economists were pre-
dicting that such governmental regulations could not improve
the economic position of the lowest-paid workers. The logic behind
this position was best expounded in America by John Bates Clark.?
Real wages, said Clark, were determined by the “specific product of
labor”—we now call it the marginal product. Any so-called “arbi-
trary” action to require an employer to raise a wage would merely
result in the disemployment of the workers who had previously
earned less than the stipulated minimum.

We now know, from experience, that it is indeed possible to raise
the wages of the lowest-paid workers by governmental action. It has
happened, again and again, during the last 40 years in the United
States. What, then, was wrong with the predictions of the orthodox
economists of 50 years ago? What was wrong, I suggest, was simply
a confusion between the large and the small, that is, a failure to
distinguish sufficiently the macro and micro aspects of economic
problems. J. B. Clark, and other economists around the beginning
of the twentieth century worked out a good general answer to Karl
Marx as regards the overall share of wages in the total economic
product of a society. The marginal theory has, indeed, proven to
be a reasonably good instrument of prediction of the shares of the
factors of production in any given total national product, as, I believe,
Paul H. Douglas demonstrated 25 years ago® Quite different, how-
ever, is the extreme micro proposition that every employer is always
already paying to each worker as much as that individual worker
contributes to the employer’s marginal revenue. In individual cases
and in the short run, the employer doesn’t even know what the mar-
ginal contribution of an employee may be. Furthermore, as Professor
Richard Lester ? has been saying for many years, the actual situation
is nearly always a dynamic one. Require an employer to pay more
than he did before and all kinds of changes may occur, of which

* The Distribution of Wealth (New York, Macmillan, 1899, 1927), especially
Chap. VII. For an account of the use of Clark’s reasoning by opponents of
minimum-wage regulations, see Jean Alice Wells, “Effects of Minimum Wage
Laws in the United States” (unpublished M.S. thesis, Ithaca, N.Y., Cornell
University, 1953), pp. 12-22. An influential American example of orthodox
views, not mentioned by Miss Wells, was Frank W. Taussig, “Minimum Wages
for Women,” Quarterly Journal of Economics, 30, May 1916.

8 The Theory of Wages (New York: Macmillan, 1934).

°e.g., Economics of Labor (New York, Macmillan, 1945) Chap. 12 g p. 304-
342) and Labor and Industrial Relations (New York, Macmillan, 19 i) Chap.
19 (pp. 361-379).
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only one is that the employer may choose to reduce the quantity of
labor employed rather than to pay the increased money wages to the
previous number of units of labor.

Another of the early objections to minimum wage laws was that
the legal minimum wage would become the actual maximum wage.
This prediction used to make the skilled male workers very fearful
of proposals to raise the wages of women and children. The implica-
tion of this second argument was that the employer had some fixed
total wage bill and was already paying all he could afford to his
employees as a group. The employer might not know precisely what
was the individual marginal product of Sally or of John but he was
supposed to be paying the maximum possible to his whole group of
employees, taken together. Raise the wage of Sally, it was contended,
and you would automatically force a reduction in the wages of John.
Raise all the Sallys enough and no one would be able to earn more
than the stipulated minimum wage. One might characterize such a
thesis as one based on a wages-fund theory and a subsistence theory
rolled into one. Actual experience has never, to my knowledge, sup-
ported any such prediction. There is, after all, something like a
structure of wages—loose and changeable as it may be.

An exact reversal of the theory that the minimum would become
the maximum has had a great vogue among employers especially, as
I remember, in the 1938-t0-1940 period of the F.L.S.A. industry
committees. This opposite objection was that the wages of every
employee would have to be raised as much as the law required the
wages of the lowest-paid employee to be raised. Today it is incredi-
ble to remember to what extremes this argument was pushed—not
simply in terms of cents-per-hour but in terms of percentages. Thus,
it used to be said that if there were a single employee to be raised
from 25 to 35 cents an hour, which would be a 40 percent increase
in his particular wage, then all the other employees would have to
get a wage increase—not merely of 10 cents but of 40 percent! We
are now all accustomed to the historic narrowing of percentage skill-
differentials, and I presume that accounts for the fact that even the
most extreme opponents of increased minimum wages no longer try
to scare us with predictions of increased cost such as those which
might be projected from an across-the-board percentage increase,
based on the percentage increase to the lowest-paid worker.

We still have much to learn about predicting the impact of a
given minimum on the employer’s payroll costs, but we have learned



124 INDUSTRIAL RELATIONS RESEARCII ASSOCIATION

a good deal in this regard during the past 20 years. Analysts all be-
gin, these days, not with a mere wage average, but with the premini-
mum distribution of actual wages. From such a distribution it is easy
to calculate the so-called “direct impact”—taking into account the
number of workers at each wage below the contemplated minimum
and the amount of increase for each of these numerical groups that
would be needed to bring them up to that minimum. Up to this point
we are assuming, tentatively, that employers will take no action except
to comply with whatever minimum wage is being proposed.

To predict the entire effect of a new minimum, we need, addition-
ally, to make some estimate of the indirect or “bumping” effect on
wages above the minimum. Here, no such mechanical computation
suffices and so in the past, the field has been open to extremely
prejudiced contentions. However, we are gradually learning some-
thing about the probable indirect impacts.

The first generalization as to indirect impact, now supported by
the results of study after study, is that this indirect impact will be
small in relation to the direct impact, during the first few months
after a minimum is raised. This seems to be the case whether the
direct impact by itself is a large or small one. I recall one extreme
case of the piece workers in the Southern cotton garment industry
who had been earning between 10 cents and 40 cents an hour before
the 25-cent minimum was first imposed. The first reaction of the
employers in this situation was simply to “make up” all the earnings
to the 25-cent minimum. For the time being, there was no indirect
impact at all. The employer’s adjustment in this case largely de-
stroyed the effect of their piece-rate system, but it was—for the
moment—the cheapest thing the employers could do to comply with
the law. Of course some of the former differentials in individual
earnings were gradually restored. But, in economic life, there is a
world of difference between “now” and “eventually.” Eventually,
all kinds of events impinge on an industry. Ewventually, a wide variety
of adjustments can be made. But the specific effects of a former
minimum-wage order become more and more difficult to discern
as time goes on. It is the immediate effect of a wage order—the
effect within the first few months after it is applied—that lends itself
best to useful analysis. Hence, I have always found studies of imme-
diate effects to be much more meaningful than those which tried to
canvass the situation after some considerable time had elapsed.



AMERICAN MINIMUM WAGE Laws 125

Parenthetically, I remember with some amusement the attitude
of a very intransigent employer-member of the New York State
Minimum Wage Board for the dry-cleaning industry whose chairman
I happened to be in 1956. In an effort to minimize the employer-
union antagonism within that board, I arranged to invite the board
members to meet in Ithaca, at the School of Industrial and Labor
Relations. This employer member had thought this to be an excellent
idea. “In that academic atmosphere,” he told me, “we may be able
to agree better.” Then what did he do? He amazed our college
students by stopping them in the corridors to complain to them
about how he was being abused by the rest of the Board members.
When it came to the deadline for decision by the Board, this same
intransigent member threatened not only to dissent from the ma-
jority recommendation but also to issue a public blast which might
have undermined the moral authority of the minimum wage which
was about to be recommended. It was at this point, that the skillful
diplomacy and the economic perception of Professor Lubin came to
the rescue. It turned out that our employer friend was mostly upset
about that part of the proposed wage order which would eventually
abolish the learner exemption from the general minimum and thus
might force him to raise some 5 percent of his employees’ wages by
5 cents an hour—not at that time but two years following the effective
date of the new order! Professor Lubin, at that time the New York
State Industrial Commissioner, made that employer member of the
board a memorable “promise”: If the cost of abolishing the learner
clause threatened to put him out of business, two years thereafter,
he, the Industrial Commissioner, would have authority to reconvene a
board to reconsider that clause. The Commissioner had that au-
thority in any case, of course, but the reiteration of this obvious
statement of fact satisfied the employer and resulted in a unanimous
board recommendation. Two years later, when the “learners” had
to be paid the standard minimum wage, there was no protest at all
from the employer in question. The point of this anecdote is that
the objecting employer was finally led to see that a problematic item
of increased cost which might occur two years later was very differ-
ent from a cost which would occur next month.

The extent of the indirect impact on wages of an increased mini-
mum depends on many complex factors. But, if we have no simple
formula, we are, at least, accumulating a better factual basis for judg-
ment than before—thanks to the improving character of the statistical
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studies. Most of the studies of early State laws, as Jean Wells 1°
has shown, were based on very crude data, and, moreover, they
generally failed to distinguish between a situation where the wage
order had little or no effect on actual wages from those where it had
had a substantial effect. More penetrating were the later analyses by
A. Ford Hinrichs, Harry Douty and associated economists of the
Federal Bureau of Labor Statistics of the various impacts of the
Federal minima on cotton textiles,!* seamless hosiery,!? cotton gar-
ments,!3 fertilizer manufacturing,* wood furniture manufacturing!®
and southern lumber.8 Still more illuminating have been the later
studies of the effects of the Federal $1.00 minimum which have been
made jointly by the Wage and Hour and Public Contracts Division
and the Bureau of Labor Statistics.!? The general results of these
studies of the $1.00 Federal minimum are about to be summarized
and interpreted by Harry Douty in a forthcoming article in the
British professional journal Economica. The older studies have been
critically reanalyzed by John M. Peterson in the Journal of Political
Economy *® and in the Industrial and Labor Relations Review.!®

“op cit., Chap. II.
2A.F. Hmnchs “Wage Rates and Weekly Earnings in the Cotton Textile
‘Isr;siustry, 1933-1934, "M onthly Labor Review: 40, No. 3, March 1935, p. 612-

¥ A. F. Hinrichs, “Effects of the 25-cent Minimum Wage on Employment
in the Seamless Hosiery Industry,” Journal of the American Statistical Asso-
ciation: 35, No. 209, Part 1, March 1940; U.S. Department of Labor, Bureau
of Labor Statistics: Eamings in the Seamless Hosiery Industrv under the
32.5-Cent Minimum (Serial No. R.1325), 1941, 22 pp.: H. M. Douty, “Min-
imum Wage Regulation in the Seamless Hosiery Industry,” Southern Economic
Journal: 8, No. 2, October 1941, pp. 176-190; U.S. Department of Labor,
Wage and Hour Division: Minimum Wages in the Seamless Hosiery Industry
(Washington: Government Printing Office, March 1941), 138 pp., processed;
“Effects of the 75-Cent Minimum: Men’s Seamless Hosiery,” Monthly Labor
Review, 72, No. 6, June 1951, pp. 674-676.

BU.S. Department of Labor, Bureau of Labor Statistics: Effects of a
Mmmmm Wage in the Cotton-Garment Industry (Serial No. R.1415), 1942,

29 pp.; Idem: Earnings and Hours in Men’s Cotton Garment Industries, 1939
and 1941 (Bulletin No. 719), 1942, 25 pp.

.S. Department of Labor, Bureau of Labor Statistics: Fertilizer 1949
and 1950 (Wage Structure Bulletin, Series 2, No. 77), 1951, 35 pp. processed.

B4Effects of 75-Cent Minimum: Wood Furniture Industry," Monthly Labor
Review, 72, No. 6, June 1951, pp. 672-674.

"US Department of Labor, Bureau of Labor Statistics: Lumber in the
South (Wage Structure Series, "No. 76), 1950, 34 pp., processed.

17 For summaries of these numerous studies see US. Department of Labor,
Wage and Hour and Public Contracts Division, Studies of the Economic E ffects
of the $1.00 Minimum Wage (March 1957) and idem, Annual Report of the
U.S. Department of Labor, Fiscal Year 1958 (January 1959), pp. 203-252.

1 October, 1957, LXV No. S, pp. 412-430.

¥ April, 1959, 12 No. 3, pp. 406-422.
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The conflicting interpretations of Peterson and of Richard Lester are
about to be published in the forthcoming January 1960 issue of the
latter journal.20

Rather than commenting directly on the material which has been
published or is about to be published, I should like to refer to some
findings of the new impact studies in the State of New York which
are still in process. These results may not become generally avail-
able for some time to come. These are studies of the effects on the
retail trades of the $1.00 minimum of New York State. They go
somewhat beyond the mere attempt to disprove what is false and
attempt to discover somewhat more than we have known about what
is likely to happen when a higher minimum wage is established, in
what circumstances, and why it happens that way. In addition to
a current Statewide survey by the New York State Department of
Labor, several researchers at Cornell University have probed smaller,
local subsamples of retail trade so that the interviewing and case
analysis might be made more detailed than is usually practicable in
the case of a large-scaled investigation. I am particularly familiar
with the unpublished work of Marian Stever?! and have her per-
mission to mention some of her preliminary findings as part of my
present remarks.

Miss Stever deliberately avoided a characteristic sample and,
instead, picked 42 retail stores in Syracuse and Auburn, N.Y.—
every one of which had had at least one employee whose wages had

% See also, Paul A. Brinker, “The $1 Minimum Wage Impact on 15 Okla-
homa Industries,” Monthly Labor Review; 80, No. 9, pp. 1092-1095 and “Plant
Adjustments to the $1 Minimum Wage,” M anthly Labor Review: 81, No. 10,
pp. 1137-1142.

@ Marian A. Stever, Manuscript of Ph.D. thesis, Ithaca, N.Y., School of
Industrial and Labor Relations Cornell University. Miss Stever's findings
appear to be generally consistent with those of a somewhat more extensive study
of the effects of the recent retail trade order as conducted by a group of inter-
viewers and analysts under the direction of Professor Robert F. Risley and
Antonia Nell of the New York State School of Industrial and Labor Relations
at Cornell. This study was made possible through the assistance of the U.S.
Department of Agriculture, Bureau of Agricultural Economics, Imogene Bright,
economist. The Risley-Nell-Bright study has been based on repeated periodic
visits to 50 retail food stores in the central section of New York State. In
the latter study, average store margins, as computed on the basis of 31 items,
increased during the course of the study; however, the increase in stores
affected by the minimum was not significantly different from the increase in
margins in unaffected stores. Few of these stores improved their utilization of
labor and few reduced their services to customers. Most of these stores
absorbed most of the cost of the higher minimum wage through a reduction
of what would have been, otherwise, their operating profits.
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been below the new retail-trade minimum. This procedure provided
a sample of employers who faced more than the average, overall
impact of the new minimum wage than in New York State as
a whole. One-quarter of these stores would have had to increase
payrolls by an average of 16 percent, other things being equal, merely
to comply with the stated terms of the new minimum-wage order.
The store-average of this direct impact for these 42 stores amounted
to a 7.7 percent increase in payrolls. Measured as a percentage of ag-
gregate payrolls the average direct impact was considerably less than
the store-average simply because the larger stores had a less-than-
average direct impact.

How large was the indirect impact in this situation, that is the
increase in payrolls resulting from wage increases to levels above
the new minimum? After four months, the store-average of indirect
impacts was 27 percent. In fact, in half the stores, no wages were
raised above the required $1.00, within the 4-month period. I would
have supposed that direct and indirect impacts would have to be
added together making, in this situation, an average total payroll
increase attributable to the order of 10.4 percent. Curiously, this was
not the case. The total impact averaged, per store, only 7.8 percent,
hardly more than the direct impact by itself. This was because those
employers who faced the largest costs in raising wages up to $1.00
were not those who faced the largest costs of raising wages to various
amounts of more than $1.00. It is important to recall that these
results applied only to the first few months following the wage
order. Undoubtedly, more workers will get wage increases after
a longer period of time.

Given these dimensions of the potential wage increases in this
selected sample, an even more interesting question is what the
employers did about it. This question of the probable adjustments to
an increased legal minimum wage has been a truly controversial issue
and it is a vital one if we are to exercise good judgment in setting
future minimum-wage levels. Will employers simply absorb the cost
of complying with the order, or lay off workers, or improve the
efficiency of their operations, or raise prices? Every wage board and
legislative committee concerned with the minimum wage standards
debates this question and often the language used in these sessions
has been acrimonious.

In one respect Miss Stever’s findings support the longstanding
contentions of such friends of minimum wage laws as Blum, Lester,
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Reynolds, Shister and Weiss.22 Miss Stever's employers certainly
did react to the wage order in a variety of ways. But such knowl-
edge is not good enough by itself. We need to know the probability
of one result or another and be able to relate these probabilities to
circumstances which might be discovered in advance of a ‘decision
on a future minimum wage.

By far the most important immediate effect on the employers in
Miss Stever’s sample was an outright absorption of 60 percent of
the increased payroll costs of the new minimum wage rates. Those
employers found a variety of ways to offset the other 40 percent.
Obviously, this is no general law and much more would have to be
said to interpret this finding in relation to this time and circumstance,
as compared with others in the future ones. However, the possibility
that as much as 60 percent of an 8 percent payroll increase can be
absorbed by a very competitive industry during the four months after
a new wage order is some kind of an answer to those who have often
predicted that it could not be done. In arguing against increased
minimum wages, employers have been substantially correct in pre-
dicting that they probably would, in fact, have to bear the major
part of the immediate increase in cost.

What, then, were the other employer actions which accounted
for offsetting of 40 percent of the increased costs? In this case,
the most important method consisted of adjusting employee hours.
Retail stores may be untypical in this respect because they use com-
paratively large amounts of part-time labor. There were weekly-
earning guarantees as well as overtime premiums in this retail trade
order, in addition to the required hourly minimum. By extending the
worker’s hours in some cases and by curtailing them in others,
employers minimized the cost of compliance with the wage order. It
should be noticed incidentally, that these adjustments of hours had
the effect of minimizing the increased earnings of the workers
which one might have expected to result from the wage order.

The next most important type of offset confirmed, up to a point,
the predictions of orthodox opponents of minimum wages. Some
workers were, indeed, laid off, and they were just the kinds of
workers which one might have predicted: the relatively inefficient,
the elderly, the part-time and the handicapped, including those

2 Cf. Industrial Relations Research Association, Proceedings of Ninth Annual
Meeting, December 28-29, 1956. pp. 154-195.
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who presented a relatively poor appearance to the customers. Those
were the workers whom the employers considered were not worth
$1.00 an hour, although they might have been worth, say, 80 cents
an hour. But how many were laid off? Only 1 percent of the total
of the 4300 employees and only 414 percent of those who had previ-
ously earned less than $1.00 per hour. In this case, then, there is
evidence that the demand for labor was, indeed, inversely related
to the wage rate, but also there was evidence that the short-run
demand function was inelastic. An 8 percent increase in the price
of labor resulted in a 414 percent rate of layoff among the workers
who had previously been paid less than the new minimum.

Besides adjusting hours and laying off a few workers, Miss
Stever’s employers adopted a wide variety of operational changes to
increase efficiency. Some curtailed store hours. Others revised work
assignments. Still others improved their system of selecting em-
ployees. Some gave more attention than before to employee training.
Others revised their wage payment plan. By these and other methods
the employers sought, and succeeded to a considerable extent, in
getting more net revenue per dollar of payroll cost than before.
These are illustrations of what has been called the “shock effect” of
an increased wage. However, it does not follow that the greater the
shock the greater the effect. A small dose of medicine may cure, while
a large dose may kill. None of the 42 stores went out of business but
those who faced the greatest payroll increase were, on the whole, the
least successful in compensating for this by increasing their efficiency.
Furthermore, the small stores were much less successful than the
larger stores in offsetting the cost of the minimum by increasing
efficiency. A gradual and modest raising of legal minimum wages, it
would seem, is likely to have a healthy economic effect, but there are
good grounds for being cautious in trying to apply the remedy
suddenly and drastically.

One result of wage increases which had often been predicted
failed to materialize to any significant extent. Only 5 of the 42 store
managers even claimed that prices to customers had been raised be-
cause of the wage order, although all of them were specifically asked
about this possibility. This negative finding is significant, but it needs
to be interpreted carefully. It is true that in the months following this
particular wage order, retail trade was buoyant for nearly all the
stores surveyed and one might have supposed, consequently, that
price increases would be the most probable result of a required wage
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increase. Still, in this situation, at least, there was no evidence that
the wage increase contributed to price inflation. However, one should
not generalize too broadly. Retail trade—at least in the areas studied
in this case—was quite highly competitive. Under such conditions,
an increased payroll cost cannot be automatically passed on to the
buyers. Regardless of costs, the seller has, chiefly, to estimate how
many buyers will pay the higher prices. It might be different under
conditions of oligopoly. Also, it must be remembered that the cost
of complying with the wage order was not a uniform increase in
cost, for all employers. Those who faced the greatest increases in
cost did not, by that fact, gain any special power to increase their
prices as compared with competitors who had little or no increase
in payroll costs.

In New York State as a whole the average impact of the retail-
trade order was, undoubtedly, somewhat less than in the particular
group of stores which Miss Stever studied. It is important not to
confuse studies which show overall average effects with those which
present groups of extreme cases. Yet it is from analysis of the results
in the extreme cases—cases like those represented by the industry and
community studies of the $1.00 Federal minimum and like those
recently examined by Dr. Peterson—that we can obtain the most
guidance in selecting future minimum wage rates. What we need to
know about most are the consequences when and where a new mini-
mum may require a really substantial increase in wages. We can ob-
tain but little guidance for prediction if we mix into our samples the
establishments which were already paying nearly all their employees
as much as the new regulation required.

When we do concentrate our attention on the extreme cases,
some broad probabilities seem to emerge from the studies of past
experience:

1. The earnings of the lowest paid workers can, in fact, be raised,
provided the required wage-rate increases are not too large and
are not imposed too suddenly.

2. The higher-paid workers will not suffer wage reductions as
a result of the increases for the lower-paid. After a time, indeed,
the higher-paid workers will obtain wage increases, as the former
internal wage structures are partially restored.

3. During the periods immediately following the new wage
orders, the cost of raising wages above the required minima probably
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will not amount to more than a small fraction of the direct cost of
complying with the wage orders.

4. The major share of the cost, direct and indirect, will probably
be borne by the employers, at least in the period immediately follow-
ing the imposition of the new minima.

5. One of the important results of an increased minimum wage
probably will be an improvement in the efficiency of labor utiliza-
tion. The particular methods used by employers will be varied and
are likely to include changes in employee hours, improvements in
operating efficiency, stricter standards of recruitment and improved
training of employees. The capacities of individual employers to
effect these improvements in labor utilization are likely to differ
very greatly. Those establishments which are faced with the greatest
costs of complying with the new legal minimum will not, necessarily,
be able to increase labor-utilization efficiency the most.

6. The prices charged by employers to buyers will not, in most
cases, be influenced by the increased legal minimum wage. Excep-
tional cases will be those where the increased cost of complying with
the minimum is large and fairly uniform for the product-market
competitors or where the sellers are able to take concerted price
action.

7. A required increase in minimum wage rates will, in general,
decrease somewhat the employment of those affected, compared to
what the volume of employment might otherwise have been. No
absolute reduction of employment or of hours of work will occur
if the product demand, as estimated by the employers, increases
sufficiently. The percentage curtailment in employment, compared
with what it might have been, is not likely to be as great as the
percentage increase in the minimum wage rates. That is, of course,
the reason why increased legal minimum wage rates can improve
the total earnings of the lowest paid workers.

8. These individual workers whom their employers believe to be
least efficient will be the ones whose employment opportunities will
be most restricted, as the result of an increased minimum wage.
This effect of an increased legal minimum wage poses problems with
regard to the employment of the members of the labor force who are
comparatively less acceptable to employers, such as youths, elderly
people, Negroes.
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The foregoing statements of probabilities are vague and qualified
to an exasperating degree. That is because they have been framed
to cover a very wide variety of minimum-wage incidence, of tech-
nical development, of industrial organization, of demand elasticity,
and of economic climate at the time a new minimum may be ordered.
In any given situation, it is now possible to make much more precise
predictions of the effects of a proposed specific minimum wage. At
best, however, the selection of a new minimum wage rate must always
involve some elements of judgment about the uncertain future.

In closing, I should like to report two of my personal opinions
which are not necessarily supported by the substance of this paper.
The first personal opinion is that the wage-board method of arriving
as specific minimum wage rates is much better than that of legis-
lation. In spite of my personal suffering through many wage board
wrangles, I feel that the issues were better developed by tripartite
wage boards than they could have been in a congressional or legis-
lative hearing. Because the predictions must be different, industry-
by-industry, it follows that a detailed examination of the probabilities
is superior to a general legislative edict as to specific cents-per-hour
rates. Not only will the adjustment be better considered in advance,
industry-by-industry, but the actual improvement in the earnings of
the lowest paid employees can proceed more vigorously if each situa-
tion is examined by itself.

My final observation is that minimum-wage regulations have one
very valuable result which was not in fact originally intended by
their proponents. Legal minimum-wages are, indeed, one of the so-
called “built-in stabilizers” of our economy. When aggregate money
demand falls, for whatever reason, employers of labor have to figure
whether it is worth their while to expand or even to maintain their
real capital investments. One of the important reasons for postponing
present investment commitments for future use may be that the
money labor cost may be expected to be lower at some future time.
Thus a fixed minimum money wage helps us to prevent a recession,
like these of 1953-54 or 1957-58, from degenerating into a great de-
pression like that of the 1930’s. The basic aim of American minimum
wage laws has been a humanitarian one—devoted to raising the wages
of the lowest paid workers. But even if minimum wage regulations
did not raise any wages they would still be important as one of the
“built-in stabilizers” of our economy.
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The minimum wage provides a durable topic for the Industrial
Relations Research Association, and for all economists. Unlike the
old soldiers, this issue not only refuses to die, it doesn’t even fade
- away. Perhaps the public attention that is involved in periodic Con-
gressional action to bring up-to-date the Fair Labor Standards Act
may be responsible for this continuing interest. Or maybe it is simply
the fascination for economists of examining one aspect of legislative
interference with the supposedly free market.

In any event, Professor Tolles has given us an illuminating birds-
eye view of the historic developments in this field, and then has
discussed at greater length some of the more specific economic issues
involved. Let me say at the start, that I don’t find myself in active
disagreement with his eight points summarizing the results that
flow from studies analyzing the economic effects of the statutory
minimum wage.

What I would like to do in this discussion is first to offer a few
comments regarding the economic impact of the minimum wage, and
then to raise as new points two broader observations on the trend
that the minimum wage question has taken in recent years.

I think it can be said that not only is the minimum wage a durable
issue, but the arguments over its economic impact seem to have equal
durability. Professor Tolles seems to feel that some of the arguments
used by the opponents of minimum wage have been so thoroughly
discredited they are no longer utilized. Hoewver, judging by the
cross-fire of debate in and out of Congress when proposals are made
for increasing the minimum, I think it is safe to say that these ancient
arguments have not been completely entombed.

Most of today’s arguments still revolve around the question of
cost. It does seem generally agreed that through minimum wage
legislation, the earnings of certain low-wage employees can be in-
creased. To this extent, the argument of the opponents does not
deny the effectiveness of minimum wage legislation. Instead, the
opposition concentrates on the costs involved to the employer in
raising this minimum both in terms of higher wages to workers
earning below and above the minimum, and the loss in employment
which, it is argued, such an increase may cause.

134
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Most opponents do not rely heavily on findings of studies of past
minimum wage adjustments since, by and large, the studies show a
high degree of ready adjustment to the new minimum. Some of the
debate, however, does involve the interpretation of case studies by
government or academic authorities on the impact of minimum wages
in specific situations. The extensive studies conducted by the Depart-
ment of Labor on the effects of the $1 minimum wage were inter-
preted one way by the Secretary of Labor and quite another by the
AFL-CIO. The documents are available for those who wish to
examine the viewpoint of each.!

Instead of discussing these specific studies, I would rather confine
myself to making two points:

1. The usual arguments. over the impact of a minimum wage
fails to give adequate consideration to the more positive value
of the higher minimum wage to the workers concerned.

It is easy to forget in today’s relatively prosperous, contented
economy that there is still much poverty in America. Perhaps there
is not as much as there used tc be, but the poverty that exists is still
of serious dimensions. Moreover, according to a recent study,? half
the low-income families are headed by able-bodied white males under
65 years of age, whose low income cannot be ascribed to age or
discrimination. In many cases, the poverty is simply the result of
low wages. These are the people whom the minimum wage is designed
to help. While the value of bringing higher earnings to this group
is difficult to measure, at the very least it would seem worth some
extra cost to some employers and, although I doubt this would be
necessary, even to the economy as a whole. Humanitarian considera-
tions are so readily agreed on and so noncontroversial that they un-
fortunately therefore get brushed aside in the final accounting instead
of carrying the persuasive weight they should.

2. Humanitarian considerations aside, the problem of measuring

the economic impact of minimum wages is not simply the prob-

1 Report submitted to the Congress in accordance with the requirements of
Section 4 (d) of the Fair Labor Standards Act, 1958, January 31, 1959. See
letter from Secretary of Labor Mitchell to Vice President Nixon. For the
AFL-CIO viewpoint, Hearings before the Subcommittee on Labor of the Com-
mittee on Labor and Public Welfare, U.S. Senate, 86th Congress, on S.25, 141,
1046, 1116, 1470, 1874 and 1967, May 7-June 4, 1959, pps. 63-71.

? Lampman, Robert S. “The Low Income Population and Economic Growth,”
Study Paper No. 12, Joint Economic Committee, December 16, 1959, p. 12.
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lem of measuring the added cost for those employers directly
affected.

It is true that in any study of the minimum wage impact, the
easiest procedure is to gather statistics about those firms that have
to pay the higher minimum. It is possible in this way to find the im-
pact of the higher minimum on workers’ earnings, payrolls, costs, and
prices. One can measure the direct impact of raising those workers
whose wages were below the minimum, and the indirect impact of any
increased earnings to those previously receiving above the minimum
rates. After studying the immediate effects of the minimum wage,
the firms can be resurveyed for more delayed effects six months or a
year later.

All this provides valuable information, and I think that Professor
Tolles has done an excellent job of summarizing the findings from
these studies. At the same time, however, it is very clear that such
an intensified study of the affected firms deals only with one aspect of
minimum wage. It is not concerned, for example, about those firms
who may be the recipients of increased expenditures by the workers
who have had their earnings increased. Should not, for example, the
prosperity that comes to the retail store in a low-wage town be meas-
ured against any adversity that may affect the low-wage sawmill or
fertilizer plant?

There is one series of studies which has attempted to measure
community-wide reaction to the minimum wage. The Labor Depart-
ment, in addition to its studies of particular firms, also sent field in-
vestigators into seven low-wage cities, six of them in the South, where
the impact of the $1 minimum was particularly high. The study dealt
with the effect of the higher minimum on wage rates in the community
as a whole, not merely on the affected firms.

All of these cities were ones in which a high proportion of workers
were receiving less than $1 an hour. In industries covered by the
law, the proportion of workers affected by the $1 minimum varied
from a low of 17 percent in Dalton, Ga., to a high of 45 percent in
Dothan, Ala. The Department of Labor surveys disclosed quite natu-
rally the heavy impact of the $1 minimum. For three of the seven cities
there was a 10 percent or 11 percent increase in the hourly earnings
of workers covered by the law. While the impact in the other four
cities was not as heavy, it was nonetheless quite marked.

The Department’s investigations showed that in the majority of
cases, employers merely raised the wages of low-paid workers up to
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the new minimum, thereby compressing their wage structure. In the
year following, there was some restoration of wage differentials and
some transfer of wage increases to firms not covered by the Act.

What was the effect on employment of such a sharp increase in
minimum wages? The report shows that employment in these local-
ities increased or held its own after the increases in the minimum.

In the month immediately following the increase in the minimum,
employment in industries covered by the minimum declined in four
localities and rose in three. To confound the traditional economic
theory, however, it develops that the rises in employment occurred
where the largest increases in the minimum wage were required. At
the same time, employment increased in industries not covered by the
law,

Over the year following adoption of the new minimum, April 1956
to April 1957, covered employment increased in four of the localities,
was stable in two, and declined in one. In that one locality, the decline
was more than offset by increases in uncovered employment. In all
localities, total employment increased, along with disposable income
and retail sales.

What do all these various studies show? Here the question of ob-
jectives becomes important.

Even the most ardent proponents of the minimum wage have never
contended that the setting of a new minimum or the raising of the old
one can be accomplished without producing any adverse effects what-
ever on specific workers or employers. In certain instances individual
workers may lose their jobs because of the higher minimum, and some
marginal firms may find that a higher minimum wage causes real
difficulties.

The question is a relative one of weighing beneficial and adverse
effects. The available evidence, reinforced by the recent extensive
studies regarding the impact of the $1 minimum, points clearly to the
fact that such adverse effects are minimal in character and are insig-
nificant beside the more positive contribution that the minimum wage
makes to the living standards of low-paid workers.

In conclusion, I would like to point up two issues which, it seems
to me, deserve increasing attention, even though they were not
specifically discussed in Professor Tolles’ paper.

The first of these concerns the question of coverage. There has
been an increasing recognition that not only the level but also the
coverage of minimum wage legislation, is important. Organized labor
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specifically has pointed to the danger that the effectiveness of a higher
and higher minimum wage could be nullified by legislative actions
restricting the law to a limited number of workers. The emphasis in
the current drive to up-date the Fair Labor Standards Act is as much
on extending its benefits to currently uncovered workers as it is to
raising the statutory minimum.

Obviously, extension of the law to some new groups of workers
raises important economic questions. Thus, in the specific case of the
unprotected agricultural workers, extension of coverage under the
federal law would have to be modified by providing gradual steps for
raising the wages of this group to the federal minimum. Here is an
instance where some adaptation of Tolles’ proposal for a greater role
of industry committees, may prove workable.

Other groups, however, can more easily be brought within the
law. The most glaring exclusions are workers in department stores,
hotels, laundries, and other large-scale retail and service establish-
ments. Adjustments that may be required to bring these workers
within the scope of the law are relatively minor.

My second point is that more thought needs to be given to the
process of keeping the minimum wage up-to-date. The year 1960 will
see the Federal minimum wage as a major Congressional issue. It has
been five years since Congress last considered this legislation. The
passage of such a long time without adjustment has generated a need,
not merely for an adjustment but for a substantial one, and it is the
very size of the needed adjustment which accounts for much of the
heat in the debate.

Would it not be possible to develop a procedure that would permit
more frequent changes in the minimum wage? Changes in the mini-
mum once a year perhaps would involve almost a continuous debate,
and therefore might not prove practical. But certainly it should be
possible to develop a mechanism for considering the minimum wage
level once every two years.

Could arrangements be made for Congress to act more frequently
on the minimum wage? This seems doubtful because the tendency has
been for Congress to delay action until the accumulated needs develop
into a more dramatic public issue. Therefore, thought needs to be
given to an arrangement which would give the Executive arm of
the government a greater role in the determination of the minimum
wage level. Perhaps the Secretary of Labor could hold hearings once
every two years regarding the level of the minimum wage, following
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which he could make a finding regarding a proposed new level. This
would of course require new legislation with appropriate standards to
guide the Secretary’s action. Furthermore, it would seem wise to
link Executive and Legislative action by providing that the Secretary’s
finding could be subject to Congressional veto or modification. This
procedure would be somewhat similar to the one now being followed
with regard to Executive reorganization plans.

This proposal is not being advanced as the final answer to this
problem. Rather, I suggest that it is the type of procedure which needs
further consideration and analysis. In any event, it seems to me that
this issue of the frequency of minimum wage determinations should
interest all those concerned with the minimum wage.

JouN M. PETERSON
University of Arkansas

Professor Arnold Tolles’ interpretive remarks on some historical
attitudes and results of minimum wages were stimulating but did
little to sharpen the issues for our research. I was disappointed
that he did not discuss more the purposes of minimum wage regula-
tion and the basic economic issues rather than just the extreme po-
litical arguments. I shall try to direct my brief remarks to sharpen
some of these issues.

In regard to purposes, Tolles said the first aim was humanitar-
ianism—to combat poverty. Yet Stigler has argued that minimums
are not an efficient device for relieving poverty.! In the South, for
example, many below-minimum manufacturing jobs paid better than
most nonfarm jobs and were a supplement to family incomes from
farming and other sources. Also, as Tolles admits, handicapped and
discriminated-against workers are most likely to be discharged under
a minimum. In this respect, minimums are not suited to a humani-
tarian purpose. Tolles puts stabilization as the second aim. While he
shies from advocating the purchasing power argument, with its
tenuous chain of assumptions beginning with an inelastic demand
for labor, he says that the wage floor had a psychological effect that
“worked in 1933 and 1934 but not 1935.” For this he presents no
evidence. In view of the small wage effects of low minimums, other

1 George J. Stigler, “The Economlcs of Minimum Wage Legislation,” 4Amer-
ican Economic Review, XXXVI, No. 3 (June 1946), pp. 358-365.
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existing wage rigidities, and the powerful stabilizing tools now
available, this purpose probably is unimportant. He could have men-
tioned a third frequently cited aim, the correction of monopsony.
Company towns usually are given as an example, but a recent thesis
by Robert Bunting shows little evidence of county-wide concen-
tration of employment in few firms.2 Nor are minimum wages or
wage boards suited to correcting the widely varying conditions of
monopsony. Tolles touched on a fourth and indirect aim, that of
dealing with labor surplus. But here again minimums are suited
only to treating the symptom, downward pressure on wage rates,
but not to solving the labor surplus problem. Foreign immigrants
can be barred and tariffs can be raised against goods produced with
foreign surplus labor. But within our borders, the South merely
struggles to attract more industry while the North and West strive
to prevent this with minimum wage laws. Neither will solve the
problem of insufficient geographic mobility of our labor force.

Professor Tolles missed the most important and most successful
of minimum wage purposes: the favoring of special interests, the
economic protection of groups of both employers and workers against
the competition of others. Is it any wonder that with textiles and
apparel shifting to the South, New England textile manufacturers
and national garment unions have been in the forefront of political
supporters of minimum wages? The historical increase in female
employment in jobs formerly held by men undoubtedly had much
to do with the so-called “humanitarian” movement toward state
regulation of wages for women. Today, union difficulties in organiz-
ing and raising wages in trade and service industries is not unrelated
to the move to broaden the coverage of federal minimums. While
there is nothing surprising in groups seeking their own interests,
it is a wonder that industrial relations research workers have not
recognized it openly and frankly. On this purpose, we can agree:
minimum wages have succeeded in raising, at least temporarily, the
wages and incomes of some of the affected workers—those who get
wage raises and stay employed and those who compete with much
higher wages. In terms of this purpose, also, Tolles is correct in
advocating the wage board device: it certainly can get more benefits
for more of the high-wage groups within more industries!

?Robert L. Bunting, “Employer Concentration in Local Labor Markets,”
Ph.D. Thesis, University of Chicago, March 1958.
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As political economists, we should be interested in the effects on
all groups and on the net social product; and as objective social
scientists we should be interested in the predictable results through-
out industries generally, or the predictable results prevalent in a
particular industry under specified conditions. Of course, we all
know that individuals are unpredictable and firm reactions are varied.
Economic principles also seem like truisms when applied to business
administration. Yet we need theories for making general predic-
tions and for recommending public policies.

Turning now to predicted results, Tolles has succeeded in de-
molishing straw-men arguments of political extremists without
grappling with the basic issue in economic theory. The traditional
view, using chiefly a competitive model of the micro-economic theory
of the firm, predicts that the obvious gains of some workers will be
offset by losses for other workers and for society generally through
misallocation of resources. Some writers merely criticize marginal
analysis and argue that this prediction is uncertain—‘“all kinds of
changes may occur,” they say. This is a weak basis for advocacy of
a minimum wage policy, because it cannot be assumed that uncer-
tain effects will be favorable or small! An alternative view, using
monopsony or shock models, predicts that for some undefined “mod-
erate” range of wage increases, positive effects will occur which will
offset losses to other workers or misallocation of resources—thus
assuring a net social benefit.

Tolles has perpetuated a confusion over this issue by referring to
disemployment of workers as only one of the possible adjustments
to a minimum wage. The orthodox view taken as a whole, however,
does not predict solely changes in the employment of labor. It pre-
dicts, regardless of individual peculiarities and varied methods, that
one or more of the following short-run changes may result: cost
increases, price increases, reduced output, reduced employment of
labor resources, and a relative increase in use of other factors—in-
cluding more mechanization and more management services used to
save labor.

Of course, employment changes may play a key role in testing
the two sets of theories. Employment data are more readily ob-
tained and interpreted than cost-accounting data. And, the two
theories predict clearly opposite directions of employment effects.

Tolles also has perpetuated some confusions over the measure-
ment of disemployment effects. It is essential to measure employ-
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ment of labor in terms of manhours. Thus, a reduced number of
workers is not necessarily predicted by orthodox theory if average
weekly hours fall. Short run reductions in numbers of workers also
can take place in a short time by not replacing workers separated
for other reasons; so, “discharges” obviously related to minimums
are not essential to the orthodox prediction. And, while the lowest
quality of workers, if identifiable, will be discharged first, knowledge
of marginal product of individuals is not essential to the predicted
reduction in total labor use.

Turning, then, to Tolles’ presentation of empirical findings on
minimum wage results, I was disappointed that he did not empha-
size the difficulties of isolating these effects, as he has done in pre-
vious meetings. While he notes that separating other influences be-
comes more difficult the longer the period under study, he unfor-
tunately leaves the impression that difficult-to-determine long run
effects are unimportant. Here, I would like particularly to cite an
example of excellent analysis of other variables in the southern
pine industry shown in a recent Indiana University thesis by Philip
Sawaya.’

Tolles fails to recognize that ceteris paribus difficulties also apply
to measuring wage effects. While short period wage increases above
the minimum have been smaller statistically than below minimum
increases computed from wage distributions, this does not auto-
matically make them “indirect wage effects” caused by the minimum.
There has been too long a history of rising wage trends, almost
continuous and nearly universal, for the asumption to be made
without further empirical analysis that all wage increases in any
short period are either direct or indirect effects of a minimum. In
the study which Tolles cites, for example, wage increases above the
minimum were found predominantly in the firms with few below-
minimum workers.

Professor Tolles has made a special point of presenting these and
other findings from Miss Stever’s study of a state minimum for retail
stores. His main point seems to be that a variety of adjustments
were made. I cannot find, however, a single one of these varied ad-
justments which in any way contradicts the changes predicted by
orthodox theory. I also cannot see why Tolles is surprised to find

® Philip Sawaya, “The Employment Effect of Minimum Wage Regulation in
theSSSouthern Pine Lumber Industry,” Ph.D. Thesis, Indiana University, June
1958.
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employers absorbing the bulk of the cost. Some cost increase, of
course, is predicted by orthodox theory without predicting the mag-
nitude for industries generally.

Some of the particular summary conclusions which Tolles draws
from these findings are based on shaky inferences. Regarding costs
and prices, he over-generalizes from this retail store study. He fails
to link changes in hours with changes in manhours. Likewise, his
deduction that labor demand is inelastic is erroneously based upon
changes solely in numbers of workers.

The most shaky inference, perhaps, is that all improvements in
efficiency represent shock effects. He fails to note the distinction
between substitution effects and shock effects and to present any
evidence to support the latter. We cannot asume that all these changes
are costless or that management time was worthless in other profit-
making activities.

Nevertheless, I am most gratified that Professor Tolles has con-
cluded from this study, as have Mr. Douty and the Labor Depart-
ment from their studies, that some adverse employment effects do
result from minimum wages. I, myself, have endeavored to establish
this point by reviewing past studies of minimum wages, and now
the weight of empirical evidence is becoming predominant.

Thus, it behooves users of alternative models to show where and
under what specified conditions any favorable employment effects
can be demonstrated. Advocates of minimum wage policy also must
assume some of the burden of proof rather than simply assuming net
social benefits result. Finally, since even the alternative view is
limited to moderate wage increases, we all should caution legis-
latures and minimum wage boards not to expect any amount of
wage increases to be harmless.
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I. INTRODUCTION

The strike has been a classic feature of industrial relations since
the early days of the labor movement. Like other institutions, how-
ever, the strike is going through evolutionary changes and assuming
new forms. The time has come, particularly for us in the United
States, to review our assumptions about this phenomenon and take
cognizance of what has been happening to it in other parts of the
world.

Examining the existing literature on strikes, we find it narrowly
based on American experience. While most writers do not profess
to offer a general theory of industrial conflict, nevertheless the
conventional analysis does create misleading impressions: that the
strike is an integral aspect of free unionism; that it is generally an
incident of the collective bargaining process; and that it constitutes
a trial of economic strength, or a contest of staying power, initiated
to bring pressure on the opposing party in order to secure more
favorable terms of employment.

The conventional treatment still fits well enough in the United
States; but looking around the world, we find it lacking in his-
torical and international perspective.

There has been a pronounced decline in strike activity throughout
the world. Man-days of idleness in the late 1950’s are fewer than in
the late 1940’s or the late 1930’s, despite the increases in population
and union membership. (Be it noted that I am speaking of countries
with free labor movements. The Communist nations have not been
included in this study.)

The decline is most drastic when described in comparative terms.
The ratio between the number of strikers and the number of union
members—one of the significant measures of industrial conflict—
has been falling off in most of the countries. Throughout Northern
Europe the ratio has been only one-third to one-seventieth, during
the past decade, of what it was during the first three decades of
this century.

Those strikes which do occur have been growing much shorter.
The ratio between man-days of idleness and the number of strikers,

146
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which I use as a measure of duration, has fallen greatly in every
country studied. In about half the countries, the average strike has
been lasting less than five days during recent years.

As a result of these developments, loss of working time in rela-
tion to union membership is generally only a small fraction of what
it was a few decades ago. During the 1900-29 period, there were
from two to nine days of idleness per union member during the
average year, in every country studied. Since 1947, however, the
annual loss of time has been as much as two days per member only
in the United States, India and Finland.

Diversified national patterns of industrial conflict have emerged.
We find a number of countries, particularly in Northern Europe,
where strikes occur so infrequently that they no longer play a sig-
nificant role in the conduct of industrial relations. The right to
strike survives and is accorded its customary veneration but is seldom
utilized in practice.

Other nations have the opposite pattern. Workers frequently go
on strike, but generally only for one, two or a few days at a time.
Australia furnishes a notable example: more than sixty per cent
of recent strikes have lasted no more than one day, while ninety
per cent have been terminated in less than a week. These brief
stoppages may serve as political demonstrations, rank-and-file pro-
tests against unfavorable working conditions, gestures of dissent
aimed at conservative leaders, or expressions of discontent with
compulsory arbitration awards. But they do not constitute real
trials of staying power between employers and workers.

The fact is that the textbook or dictionary definition of the
strike is fully applicable only in the United States and Canada, which
really comprise a single system of industrial relations. Only here
is the strike still an essential element in a private collective bargain-
ing system, sufficiently frequent as to constitute a significant method
of determining conditions of employment, and sufficiently long as to
test the staying power of workers and employers.!

II. INTERNATIONAL COMPARISONS OF STRIKES

Today I am reporting on a study which I have conducted with
Paul T. Hartman of the Institute of Industrial Relations and which

! Strike statistics for India and Finland have some resemblance to those for
the United States, but the explanations are different.
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is being published this spring. When a full-length book is reduced
to a few thousand words, most of the interpretation and practically
all of the evidence must be omitted. Sources of information cannot
be listed and evaluated. Innumerable qualifications, modifications,
provisos, exceptions, anticipatory rebuttals and other protective
devices have to be excluded. About all one can do is recite the
principal conclusions and suggest the main lines of argument. If
the presentation is considered unscientific, dogmatic and incomplete,
one can only reply, “Read the book.”

The study includes all countries of any substantial size for which
adequate statistics are available or reasonably good estimates can
be developed. The fifteen countries are scattered throughout the
world—two in North America, nine in Europe, two in Asia, one
in Africa, and finally Australia. The period covered is 1900 through
1956.

The raw material for the study consists of annual data on
workers involved in industrial disputes, man-days of idleness, union
membership and non-agricultural employment for each of the fifteen
countries studied. We attempted to compile figures on union mem-
bership and strike activity from 1900 forward, although there are
numerous gaps in the record. It was not practical to make estimates
of non-agricultural employment prior to 1927.

In the full-length study we have used six comparative measures:

1. Intensity of organigation, 1927-56. This measure does not
relate directly to industrial conflict but is useful for analytical pur-
poses. It shows union membership as a percentage of non-agricul-
tural employment.

2. Membership involvement ratio, 1900-56: the number of
workers involved in strikes as a percentage of union membership.
This is roughly equivalent to the proportion of union members
going on strike, although it overstates this proportion insofar as
some workers may strike more than once in a year and some non-
unionists may participate.

3. Employee involvement ratio, 1927-56. This is the ratio be-
tween the number of workers involved in strikes and the number
of non-agricultural employees. It is equivalent to the percentage of
wage and salary earners going on strike, except that agricultural
workers occasionally strike and, as mentioned above, some employ-
ees may strike more than once a year.
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4. Duration of strikes, 1900-56. This measure is constructed by
dividing the number of workers involved into the number of working
days lost for the particular year. It shows lost time per striker, and is
equivalent to the average duration of the individual strikes, each
weighted in accordance with its size.

5. Membership loss ratio, 1900-56. This ratio between the num-
ber of union members (in hundreds) and the number of working

TABLE I

“Membership Involvement Ratio”
Workers Involved in Strikes as a Percentage of Union Membership 1900-1956,
Annual Averages for Three Year Periods

1900- 1903- 1906- 1909- 1912- 1915- 1918 1921- 1924- 1927- 1930-
1902 1905 1908 1911 1914 1917 1920 1923 1926 1929 1932

Denmark .............. . 3.6 5.9 8.8 3.8 4.3 6.4 10.5 12.1 0.3 1.4
Netherlands ... .o cereee O 9.4 6.9 10.4 8.0 4.7 3.3 3.4
United
Kingdom e coveee vreeer e 30.3 23.2 10.7 24.3 14.8 13.7 5.3 8.5
Germany 10.6 17.6 11.3 10.9 9.3 19.1 20.9 18.6 15.8 9.5 3.7
NOIrway .occveccceee crnvnene 21.4 21.0 33.5 13.0 16.4 15.5 64.2 45.9 11.7 16.2
Sweden PO 25.2 13.2 75.3 8.5 11.2 25.6 19.8 18.8 6.6 6.2
f'rs;nce 329 26.6 28.3 23.0 208 ... 83.3 339 19.6 13.3 15.5
taly tesserms  ssveesee [ . smssnns  smeesens aweseses emmemess amevesss
Japan ORI 38.5 34.6 17.8 18.3
India [ PRS- asvssacemons - 398.9 76.0
United States ... 55.3  28.0 e covne ecenee 55.2 28.0 13.4 8.9 8.6
Canada 22.6 17.7 26.1 11.3 10.3 5.9 5.3
Australia el s e e e 11.9 19.2 17.0 18.8 14.7 5.2
Finland . - 29.2 32.4 22.5 16.4 9.6 17.1 4.5
South Africa ... JR— 4.3 184.0 34.1 14.9 1.5 3.3 4.7
1933~ 1936- 1939- 1942- 1945- 1948. 1951- 1954. 1900- 1930- 1948
1935 1938 1941 1944 1947 1950 1953 1956 1929 1947 1956
Denmark  .ocoeeeeen 1.0 7.4 0.1 1.0 3.7 0.4 0.2 3.6 6.3 24 1.4
Netherlands .......... 1.4 1.0 0.6  wenr 7.6 1.5 0.6 1.6 7.0 2.6 1.3
United
Kingdom .......... 3.9 6.9 5.0 7.6 6.5 4.2 7.6 5.8 16.1 6.4 5.9
GEIMBNY  cveeeccese seevise sesvseer sesecens weemnee eossesen 1.3 1.6 5.5 14.2 3.7 2.6
Norway 3.1 7.3 4.5 OV 1.4 1.4 1.0 1.2 27.0 6.8 1.2
Sweden ... 3.2 2.5 0.3 0.5 5.6 0.3 1.1 0.3 22.7 3.0 0.3
France 68.1 . 22.8 83.9 48.8 50.5 27.1 29.0 62.4
Italy [T U 42.7 38.3 271 e 35.2
Japan 8.3 189.0 . 7.2 21.1 239 15.5 30.3 39.0 21.5
India 13.9 82.6 93.9 149.8 46.2 33.1 226 ... 102.2 37.2
United 19.4 16.5 14.4 26.0 17.4 16.9 10.1 33.2 20.3 15.4
Canada 11.6 15.7 21.0 13.9 4.8 8.4 4.8 14.7 13.3 6.3
Australia .. 5.6 11.6 20.0 20.5 26.1 22.2 28.2 ... 18.2 14.8 25.2
Finland ... . 117 7.4 4.1 e 17.4 24.3 4.9 117 24.5 9.0 13.9
South Africa ... 1.7 1.7 1.5 3.1 10.6 1.2 1.8 ... 24.4 3.9 1.4
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TABLE II

‘¢ Membership-Loss Ratio’’
Working Days Lost per Hundred Union Members
1900-1956, Annual Averages for Three Year Periods

1900- 1903- 1906- 1909- 1912- 1915- 1918- 1921- 1924- 1927- 1930-
1902 1905 1908 1911 1914 1917 1920 1923 1926 1929 1932
Denmark .. 152.0 222.5 123.0 201.4 107.0 79.8 226.6 386.8 464.9 8.0 45.2
Netherlands ... ccces cvees wecviree e 236.5 97.8 174.4  354.5 291.7 115.9 132.7
United
Kingdom . 557.5 744 283.1 614.8 1039.1 74.4 129.3
Germany 173.3 §51.4 2519 2253 350.3 190.6 54.2
Norway ... 385.2 477.5 482.6 1590.5 2510.4 651.3 1891.7
Sweden 302.6 253.7 1105.8 1050.6 455.7 417.5 3717
France .. 215.8 1461.9  540.5 235.1
Italy R [ mrvvvsee wmsesese amsenien vveenens
Japan . . R 245.2
INAId oo cneete tseiss seeeeee eeenee vmsese wsesseee avseemee aeesese sesseves 19088.2  949.2
United
States  ccececcceecee eee cenneees sveevres mmesmmes mmessee beenens eesvess sesmess ceeeeee 419.3 2124
Canada  ccocoecnceeneee aevenne weeee 1837.7  559.3  252.9 528.9 431.9 477.0 58.3 61.5
Australia e weieee e e e 166.8 410.8 424.5 140.7 140.5 256.1 79.1
Finland 1300.2 1381.9 930.0 577.2 438.0 317.9 893.1 31.1
South
;8 3 2 1. O, 110.9 1345.4 28.0 378.1 580.1 6.2 6.8 26.7
1933-  1936- 1939- 1942- 1945- 1948- 1951 1954- | 1900- 1930- 1948-
1935 1938 1941 1944 1947 1950 1953 1956 1957 1956
Denmark .. 14.1  220.7 1.5 6.9 101.3 1.1 0.4 49.8 64.9 17.1
Netherlands 37.9 12.2 9.1 s 53.0 17.6 2.5 7.7 51.7 10.4
United
Kingdom . 28.5 38.3 17.0 29.1 29.0 18.5 19.9 32.5 45.2 22.5
Germany ..ccee  wensnnns venanse wemesess evessses ewemesen 6.2 18.5 18.7 | 221.3 ... 15.1
Norway ... 211.8 2439 ... 16.0 17.0 13.0 19.7 542.2 16.2
Sweden 101.1 11.3 11.8  345.2 5.7 29.8 4.5 183.0 13.3
France 164.9 2285 1621  98.8 175.5 1712
TRAlY  ceocvcvenvreceinens seveene emeese ceomeess coeee sseneas 136.8 64.2 733 | et s 85.8
Japan 46.3 421.0 107.9 88.0 147.5 64.1 170.8 110.1
India ... 2242,7 1127.1 597.0 1057.1 505.3 177.0 159.5 | ... 1192.8 315.2
United
States 304.9 193.5 77.6 479.2 290.6 228.8 163.4 | ... 296.4 235.6
Canada 118.6 76.7 100.7 336.9 98.2 149.2 132.1 | 4454 1389 129.7
Australia 92.4 99.8 63.0 143.6 111.0 61.8 ... 261.9 86.7 86.4
Finland ... 173.9 138.7 J— 99.0 762.8 57.8 91.9 | 810.4 125.7 579.8
South
P:%3 £ 1> R — 23.1 5.3 1.6 12.6 134.8 5.5 4.2 ... 315.2 38.1 5.0
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TABLE III

¢¢ Duration of Strikes’’
Working Days Lost per Striker
1900-1956, Annual Averages for Three Year Periods

1900- 1903- 1906- 1909- 1912- 1915 1918- 1921- 1924- 1927- 1930-
1902 1905 1908 1911 1914 1917 1920 1923 1926 1929 1932

Denmark ............ 33.5 43.8 20.0 23.7 22.7 18.3 35.0 28.2 27.1 34.7 36.2

Netherlands .......... RO e 24.6 13.8 223 40.9 58.4 33.7 36.9
United
Kingdom wmereee werveien eaeeeene 10.7 21.6 10.8 36.7 53.1 12.5 15.2
Germany 17.5 17.2 18.1 20.9 16.4 10.9 134 20.2 19.1 12.5
NOIWAY  cececcremnrese cecarnn 18.9 32.4 39.2 28.5 29.3 32.2 44.8 49.2 80.1
Sweden .occeccencenens cvanene 43.5 31.0 25.7 34.6 38.7 52.0 33.4 54.1 58.4
France ... 18.5 19.1 14.5 11.3 17.0 20.4
Italy .. PR enee meseese mseses sesssese tevese evnerse vveeee eeveree enemeas
JAPAN  eorsvrseseees e e eoree vseee wvvrmron vveiree eovoreeeoenmeee v 15,1 13.3
India ... coslones  sessesss  sesciens  eesmmess  sneseass 12.5 37.2 33.5 12.8
United
States . vemminee cmssers swssesre mesvene wessare wesweses wsemeies amennen eeeeeens 46.1 23.6
Canada ... 16.2 18.0 19.6 50.7 36.4 15.0 18.8 37.8 44.8 10.5 12.2
Australia  .occeeeee i e O 13.9 14.5 19.4 9.4 19.8 13.6
Finland ..cceveccceee e . 33.5 51.2 40.3 10.7 22.5 26.4 31.1 54.6 5.3
South
Africa [ 48.5 22.1 5.9 3.2 14,2 23.8 3.2 1.8 5.2
1933-  1936- 1939- 1942- 1945- 1948- 1951- 1954- | 1900- 1930- 1948-
1935 1938 1941 1944 1947 1950 1953 1956 1929 1957 1956
Denmark 22.1 23.2 26.2 6.2 31.9 2.7 3.1 6.9 28.7 243 4.3
Netherlands ... 24.9 12.9 16.4 ... - 5.2 12.3 5.2 5.1 32.7 21.3 7.5
United
Kingdom 7.4 5.5 3.4 3.7 4.5 4.5 3.5 5.1 23.0 6.6 4.3
Germany  .eccveeers  seeenes ceirs  wmemeses seeemaes awaseens 4.7 14.6 8.5 15.6 12.5 9.9
Norway .. 47.5 28.2 53.7 e 12.6 12.3 12.0 21.3 33.6 43.0 15.2
Sweden 69.7 65.8 47.2 29.0 26.0 20.8 31.6 15.5 37.1 51.0 22.6
16.1 - caenes 4.9 3.8 3.0 1.8 14.4 14.9 2.9
................ ———aae - PR, 3.4 1.9 2.9 O 2.7
8.3 4.9 2.0 17.6 5.0 5.9 3.9 | s 9.1 4.9
14.4 16.9 13.4 6.1 7.0 11.6 5.6 9.2 26.6 11.8 8.8
United
States .. 13.9 15.4 12.2 5.3 17.4 16.7 12.9 143 | .l 14.6 14.6
Canada .... 11.0 9.2 5.0 5.1 23.5 16.2 18.8 23.0 27.1 11.0 19.3
Australia 7.2 7.8 4.9 3.0 5.5 5.0 2.2 2.4 14.2 7.0 3.2
Finland . 16.3 22.8 21.7 R 6.7 24.9 12.8 9.9 36.0 14.5 15.8
South
Africa ... - 13.3 2.5 8.8 4.2 24.9 4.4 2.0 1.8 15.8 9.4 2.6
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days lost can be described with only slight inaccuracy as showing
the average loss of time per hundred union members.

6. Employee loss ratio, 1927-56. Similarly this measure can be
characterized as showing the loss of time per hundred non-agricul-
tural wage and salary earners.

Each measure serves a different purpose. For example, the em-
ployee involvement ratio (percentage of wage and salary earners
going on strike) and the employee loss ratio (working days lost per
hundred wage and salary earners) come closest to indicating the
relative impact of strikes on the economy. We have found, however,
that distinctive patterns of industrial conflict can be described most
intelligibly in terms of the membership involvement ratio (per-
centage of union members going on strike) and the duration of
strikes (days lost per striker). The membership loss ratio (working
days lost per hundred union members) is helpful in showing the
combined effect of changes in involvement and in duration. Ac-
cordingly the abbreviated presentation which I am making today
will be limited to the latter three measures.

III. TRENDS IN STRIKE ACTIVITY

A. Membership involvement. The first point to be noted is the
gradual decline in the proportion of union members going on strike.
Compare the 1900-29 averages with those for 1930-47 and 1948-56.
(See page 149.)

1900-29 1930-47 1948-56
Denmark.........ccooovvrvreieceiieeeeee s 6.3% 2.49% 149,
Netherlands...........ccooovevmvvreeeeeeeceeecnne 7.0 26 13
United Kingdom............coovvvieeiieae. 16.1 6.4 5.9
GErmANY ..o 14.2 3.7 26
270 6.8 1.2
22.7 30 0.3
271 29.0 624
— _— 35.2
30.3 39.0 21.5
— 102.2 372
332 20.3 15.4
14.7 13.3 6.3
Australia........oooveeeieeieieeeeeeee s 18.2 14.8 25.2
Finland 24.5 9.0 13.9
South Africa 244 3.9 1.4

(Source: Table I)
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Participation by union members has declined everywhere except
in France and Australia. In some cases the reduction has been dra-
matic indeed—from 14.2 per cent to 2.6 per cent in Germany, from
22.7 per cent to 0.3 per cent in Sweden, etc.

Notwithstanding this general decline, there are still some crucial
differences. We have defined as “nominal” a ratio averaging less
than three per cent annually subsequent to 1947. Using this test,
we can say that the strike no longer plays a significant role in Den-
mark, The Netherlands, Germany, Norway, Sweden and South
Africa. We define a “moderate” ratio as more than three but less
than twenty per cent. The United Kingdom, Finland, the United
States and Canada fall in this class. Finally there are five nations
with a “high” propensity to strike (more than twenty per cent):
France, Italy, Japan, India and Australia.

During the first three decades of the century, union members
were more prone to strike in the United States than anywhere else.
About one-third of all unionists on the average, went on strike each
year. After World War II, however, there was a sharp and steady
decline, from 26 per cent in 1945-47 to about ten per cent in 1954-56.

B. Duration. The diversity in the meaning of the strike shows
up most dramatically in variations of length. The average striker

Average Duration of Strikes (days)

1948-56 as
1900-29 1930-47 1948-56 per cent of
1900-29
Denmark........cooovnininnin 27 243 4.3 15.0%
Netherlands........... 327 21.3 7.5 229
United Kingdom.. 23.0 6.6 4.3 18.7
Germany.......cccoooeevevceeererenrenenns 15.6 12.5 9.9 63.5
33.6 43.0 15.2 45.2
37.1 51.0 22.6 60.9
14.4 14.9 29 20.1
—_— —_ 2.7 —_—
— 9.1 49 B
26.6 118 8.8 30.1
United States.........ccocovervrernnnnnne. _— 14.6 14.6 —
Canada........cccoovevrerrererececrereennnns 27.1 11.0 19.3 71.2
Australia...........ccococoveveveriireenn. 14.2 7.0 3.2 226
Finland.... | 36.0 14.5 15.8 43.9
South Africa.......ccoovviieerenennn. 15.8 9.4 2.6 16.5

(Source: Table II)
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use the same word for such different phenomena. It is most unlikely
that a strike of eighty days could have the same causes and conse-
quences as a strike of two days. To consider all strikes as homoge-
neous occurrences stands in the way of enlightenment.

Before noting these differences we should note the remarkable
abbreviation of strikes as a whole during the twentieth century.
(See page 151.) The decline has not come about quickly or spas-
miodically, but steadily and gradually. In the majority of countries
in Norway remained off the job about eighty working days during
1930-32. Compare this with two or three days in Australia, France,
Italy, and South Africa during 1954-56. Really it is misleading to
the average duration in 1930-47 was less than in 1900-29 and
greater than in 1948-56. Only in Finland and Canada did strikes
grow longer after World War II, and even there postwar strikes
have remained shorter than those which occurred in the early years
of the century.

Turning now to differences in the length of strikes, we have again
classified the countries into three groups according to average dura-
tion in the 1948-56 period. The “low” category (less than five
days) includes Denmark, the United Kingdom, France, Italy, Japan,
Australia and South Africa. The Netherlands, Germany and India
fall into an intermediate group with more than five but less than
ten days. At the other extreme are Norway, Sweden, Finland, the
United States and Canada, each having an average duration in
excess of fourteen days.

The relationship between participation rates and duration of
strikes during the postwar period serves to define several distinctive
patterns of industrial conflict. We call these the Northern Euro-
pean Pattern—First Variant; Northern European Pattern—Second
Variant ; Mediterranean-Asian Pattern and North American Pattern.

The Northern European Pattern—First Variant is characterized
by a nominal propensity to strike and a low or moderate duration.
Denmark, The Netherlands and Germany are clearly included. The
United Kingdom is on the borderline, having participation rates
somewhat higher than the other countries, but can be admitted with-
out stretching the definition very much.

The Northern European Pattern—Second Variant is defined
by nominal participation and high duration. In other words there
are few stoppages, but those which do occur are long. Norway and
Sweden are in this category.
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Exactly the opposite situation is found where the Mediterranean-
Asian Pattern applies. Strikes are very frequent and at the same time
very brief. France, Italy and Japan undoubtedly belong in this
classification. India, with a somewhat longer duration of strikes,
has much in common. )

The North American Pattern of strike activity (United States
and Canada) denotes high or medium participation rates as well
as unusually long duration of strikes.

There remain three countries—South Africa, Australia and
Finland—which we have not placed in any category. From a purely
behavioral standpoint, it would not have been difficult to classify
them. Work stoppages seldom take place in South Africa, and
are very brief when they do occur. The same is true in Denmark,
Germany and other countries of the Northern European Pattern—
First Variant, Australia’s frequent, short strikes are characteristic
of the Mediterranean-Asian Pattern. Strike activity in Finland
i similar to that in the United States: propensity to strike is
moderately high and duration of strikes rather long. In both coun-
tries some fourteen or fifteen per cent of union members have gone
on strike annually during the most recent decade, while stoppages
have averaged fifteen or sixteen days.

But while the South African, Australian and Finnish strike
statistics “fit” well enough, the explanations do not. As I shall
indicate presently, the four Patterns are associated with character-
istic configurations of labor-management relations, political prac-
tices and government policy. Countries in the Mediterranean-Asian
group, for example, have weak and unstable labor movements,
bitter leadership conflicts, flimsy collective bargaining systems and
ineffective labor political action. None of these conditions prevail
in Australia. There are good explanations for the Australian
pattern of strike activity, but some of them are special explana-
tions. The same is true of the South African and Finnish pat-
terns. While every classification is something of a Procrustean
bed, too much stretching and straining would have been needed
to squeeze these countries into our regular categories; and we
prefer to regard them as special cases.

C. Membership loss ratio. This measure shows the combined
effect of changes in propensity to strike and in duration of stoppages.
(See page 150.) The decline in man-days of idleness in proportion
to union membership is remarkable. During the 1900-29 period
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more than two days a year were lost per union member in each
country studied, and more than eight days in the Scandinavian
countries. In 1948-56 there were two days of idleness annually per
union member only in India, the United States and Finland. At
the other extreme are seven countries with losses averaging less
than one-quarter day per member, including Denmark, The Nether-
lands, United Kingdom, Germany, Norway and Sweden, as well
as South Africa. Truly the strike has withered away in Northern
Europe.

1948-56 as
1900-29 1930-47 1948-56 per cent of
1900-29
Denmark.......cocoeoieeoeeeeiennn. 203.7 64.9 17.1 8.49%
Netherlands...........ccccocovvevvennnn. 212.6 51.7 10.4 49
United Kingdom.... .| 4344 45.2 22.5 5.2
Germany..........cccoooeveveveeerererrnennnn. 221.3 —_— 15.1 6.8
NOrway......coooeveceeeeeeeeceeeenne 941.8 542.2 16.2 1.7
Sweden.........c.ccoovviiieeea 893.9 183.0 13.0 1.5
France.......oooeveveeveeeeeeeee, 415.7 175.5 171.2 41.2
| — D - 85.8 —_—
_— 170.8 110.1 —_—
—_— 1192.8 315.2 —_—
— 296.4 235.6 —_—
Canada.......cccooooovevieee 445.4 138.9 129.7 29.1
Australia..........ccoooevveniieiiiene. 261.9 86.7 86.4 33.0
Finland............. ..| 8104 125.7 579.8 71.5
South Africa......cccoovveveiecrennn. 315.2 38.1 5.0 0.2

(Source: Table III)

IV. THE WITHERING AWAY OF THE STRIKE

As we have seen, both membership involvement and duration
of strikes have markedly diminished in Northern Europe. Involve-
ment has declined also in the United States and Canada, although
there is no clear tendency for stoppages to become shorter. Since
my time is limited, I can only mention the primary explanations
in a very general way.

First, employers have developed more sophisticated policies
and more effective organizations. The profound changes in man-
agerial attitudes toward workers and unions are so well under-
stood that it would not be necessary to dwell on them at any
length, even if time were available. Employer policies would not
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have changed if unions had not adjusted themselves to the values
and customs of the business community. In this process of accommo-
dation numerous supposedly irreconcilable conflicts of principle,
which were fruitful sources of industrial warfare at one time, have
been reconciled.

Second, the state has become more prominent as employer of
labor, economic planner, provider of benefits and supervisor of
industrial relations. The amount of socialized industry in Western
countries, although not very great, is still large enough to affect
the incidence of strikes. When government plays an active role
in economic planning, it has a strong motive to ensure that its
plans are not frustrated. Through protective legislation and social-
security programs, the state disposes of issues which otherwise
might be the focus of labor-management conflict. Finally, there
are the various dispute-settlement techniques including compulsory
arbitration, compulsory mediation, enforcement of collective agree-
ments through labor courts, enactment of mediation proposals into
law. The effect of such procedures on the frequency and duration
of strikes depends on the relationship with the collective bargain-
ing system. If the procedures obstruct and impede collective bar-
gaining, the net result may well be to increase industrial conflict.
But if they support the bargaining system or provide a workable
substitute, they can reduce strike activity.

Third, the labor movement in many countries (although not in
the United States) has been forsaking the strike in favor of broad
political endeavors. Strikes are expensive to unions and their
members. Moreover, the outcome of work stoppages has not been
generally favorable to the unions; various studies show that longer
strikes have been less successful than shorter, larger strikes have
been less successful than smaller, and the trend over time has
been adverse to the unions. The unfavorable after-effects of strike
waves and general strikes in several countries, including repressive
legislation and rapid loss of membership, have inhibited major re-
liance on the strike weapon. On the positive side, labor parties
and labor governments have helped pave the way towards relin-
quishment of the strike. I shall discuss this point further in the
next section.

What Knowles calls “the shifting of the strategical field from
that of mere wages and working conditions to include the most
comprehensive political objectives” could not have occurred with-
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out the necessary theoretical basis in twentieth-century economics
and the corresponding development of governmental techniques.
Nineteenth century Socialism presented a detailed indictment of
the capitalist economy but was vague as to remedies. In the
post-Keynesian era this condition no longer prevails,

It is also possible, although I am not prepared to announce
it as an established fact, that rank-and-file union members are
less inclined to strike than formerly. Poverty, inequality, snobbery
and bitterness have abated in Northern Europe and North America.
Extended interruptions of income are not compatible with the
new style of life; strange as it may seem, the pressure to meet
installment payments and support an elevated consumption level
is greater than the pressure to maintain cash income at the
margin of subsistence. Finally, one can point to the growing promi-
nence of females, white-collar workers and professional employees
in the labor force and the labor unions. It will generally be agreed
that these groups are not predisposed to strike.

Thus, changes in worker attitudes, employer policies, dispute-
settlement techniques, governmental functions and union programs
have combined, in a context of relatively stable union membership,
to reduce the intensity of industrial conflict in Northern Europe
and North America. There are countervailing pressures, to be
sure: “shop steward revolts,” unofficial strikes and other forms
of insurgency within the ranks of labor; corresponding movements
in the employer community such as “Boulwareism;” disturbances
of power relations between management and labor resulting from
economic and political changes, and so on. But in the long run
these unsettling influences have been weaker than the tranquilizing
forces.

V. INFLUENCES ON RELATIVE STRIKE ACTIVITY

In Section III several distinctive patterns of strike activity
were identified. How are these differences to be explained? The
principal features of the industrial relations system which are
amenable to comparison between one country and another appear
to be the following:

1. Organizational stability
a) Age of the labor movement
b) Stability of membership in recent years.
2. Leadership conflicts in the labor movement
a) Factionalism, rival unionism and rival federations
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b) Strength of communism in labor unions.
3. Status of union-management relations
a) Degree of acceptance by employers
b) Consolidation of bargaining structure.
4. Labor political activity
a) Existence of labor party as a leading political party
b) Labor-party governments.
5. Role of the state
a) Extent of government activity in defining terms of
employment
b) Dispute-settlement policies and procedures.

Not all the influences on strikes in these fifteen countries have
been included. Every country is unique, like every individual, but
we must concentrate on those features which are subject to com-
parison rather than those which are singular. If each country had
been analyzed in its own terms, no generalizations could have
been made. Furthermore, two or three possible influences could
not be investigated because the data were not available. It is
possible, for example, that differences in the “industry mix” have
a bearing on relative strike activity.

When a certain factor is described as being conducive to in-
dustrial peace or to industrial conflict, what is meant is that it has
this effect as part of a larger configuration of causes which are
characteristically conjoined. By “configuration” I mean a whole that
is more than the sum of its parts. A country’s industrial relations
system cannot be thought of as the product of various independent
“causes,” but can only be comprehended as a whole. The context
of any particular practice or institution is crucially important.
For example, disunity and factionalism in the labor movements
quite evidently increase the propensity to strike in the Mediter-
ranean-Asian countries, but they work in combination with other
influences such as the weakness of collective bargaining. In The
Netherlands the labor movement is divided into Socialist, Prot-
estant and Catholic federations; but in a context of centralized
bargaining, labor political activity, etc., divisive tendencies have
been held in check. Government techniques of disputes settlement
have contributed to the elimination of strikes where they support
the collective bargaining system or provide a workable substitute.
Where they obstruct and impede collective bargaining, as in Fin-
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land and Canada, they probably increase the amount of conflict.
In most of the Northern European countries, a successful labor
party is part of the total context in which strike activity has been
reduced almost to the vanishing point. Here Australia stands as
the exceptional case. The Labor Party has been a major factor in
politics since 1890, but some of the other elements of the Northern
European pattern are missing; so that the membership involve-
ment rate is among the highest in the world.

It is probably unnecessary to say that the purpose of this paper
is scientific, not programmatic. I am not necessarily endorsing the
institutions and practices which are conducive to industrial peace.
In fact we should not asume that a country is better off, the more
industrial peace it enjoys.

1. Organizational Stability.

Students of economic development, scrutinizing the emerging
labor institutions in the new countries of Asia and Africa, recog-
nize that there is no such thing as a universal cycle of union growth.
Nevertheless there has been a common cycle of growth in most
of the older countries which are dealt with in this paper. The early
years have been marked by friction, hostility and confusion. With
the passage of time, organizations have become more solid and se-
cure, control over the rank and file has been cemented, and accom-
modative relations with employers have been established.

Thus the chronological age of a labor movement may have an
important influence on the incidence of industrial conflict. Older
movements are more likely to have completed their struggles for
existence, for recognition and for security, and to have become in-
tegrated into their national economies. Once this point has been
reached, bargaining machinery can be developed to handle economic
issues without frequent work stoppages.

But age alone does not tell the full story. Rapid changes in
membership can initiate new struggles for worker allegiance and
for recognition and acceptance. ‘“‘Organizing periods” are not always
limited to the early years of a labor movement; membership fluctua-
tions may take place at any time. Pronounced fluctuations are
generally conducive to industrial conflict as the unions strive to
organize and absorb new members and to settle the most pressing
grievances, or struggle to limit their losses and recapture their
territory.
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2. Leadership Conflicts.

Factionalism encourages the prosecution of issues because the
vested officials must protect their position against upstarts lower
down in the ranks, while the upstarts must demonstrate that the
members are being sold down the river by a tired, indifferent or
corrupt Old Guard. In contrast, the only threat to the established
officials in a one-party union lies in “shop steward revolts” at the
bottom of the pyramid. Such revolts, which take the form of outlaw
strikes, can be choked off quickly if internal discipline is sufficiently
effective and relations with employers are good.

Rival unionism is a potent cause of strikes where rivalry is pur-
sued on the basis of comparative militancy in pressing grievances
and comparative gains in collective bargaining. A labor organiza-
tion must attempt to match the achievements of its rival and must
secure even greater benefits, if possible, regardless of the amount
of resistance to be overcome. In the absence of competition for mem-
bers, the pressure to use bargaining gains as economic weapons is not
so great,

In many countries the concepts of bargaining unit and exclusive
bargaining agent do not apply. Several organizations may be oper-
ating inside what we in the United States would consider a single
bargaining unit. Moreover these organizations may be affiliated with
rival federations or trade union centers. Under these circumstances
the unions strive to outdo their competitors not only from one
contract negotiation to the next, but from day to day in the plant
as well. Stable union-management relations are obviously difficult
to construct under these circumstances.

The union structure most conducive to the elimination of indus-
trial conflict is a unified national movement with strongly centralized
control. Under these conditions the central leadership can con-
sciously substitute other tactics for the strike and restrain the
exercise of power by subordinate unions.

Finally, where the Communist faction has substantial strength
in the labor movement, strike activity is usually stimulated—par-
ticularly the use of massive demonstration strikes. In the Communist
view, the worker’s grievances are not to be settled conclusively
within the framework of capitalism. Strikes have an agitational
purpose; for while the eventual seizure of power is to be accom-
plished by military or political means, the “inherent revolutionary
potential of the workers” must be developed and their awareness
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of class differences sharpened in the meantime. Economic gains
resulting from strikes are useful to prove the effectiveness of leader-
ship but cannot be allowed to underwrite any lasting reconciliation.
When Communists operate as a minority group within unions, and
have failed to achieve top leadership, settlements by the established
officials must be denounced as sellouts. It follows that strikes are
unlikely to wither away in any democratic country so long as Com-
munists have majority control or strong minority influence within
important unions.

I am not saying that Communist leadership will inevitably employ
the strike for agitational purposes. Much depends on the Party
strategy at the time; much depends also on the membership base.
The bargaining policies of Communist-led unions in the United
States have generally been indistinguishable from those of other
unions. Disinterested- in ideological unionism, the members have
expected a bread-and-butter approach and their expectations have
been rewarded. Those left-wing leaders who have survived for
any substantial period have practiced the same business unionism
which is condemned so heartily in Marxist literature. The same
can be said of left-wing union leaders in the United Kingdom.

3. Status of Union-Management Relations.

There are two main types of industrial conflict. The first is
basically organizational even though wages and other economic
issues may ostensibly be involved. It has dominated the early states
of labor-management relations in many countries, where the unions
have struggled to win their place in economic society and employers
have striven to retain their traditional authority. This phase has
come to an end where employers and unions have attained an
acceptable balance of power and prerogatives. The usual description
is that employers have “accepted unionism and collective bargain-
ing” although the process is actually more complicated than that.

The second type of industrial conflict is essentially economic and
persists after the parties have found ways and means of living to-
gether. But even this kind of conflict has virtually disappeared
in some countries where the collective bargaining system has become
tightly organized and controlled.

There are also two degrees of centralization in the structure
of collective bargaining. Industry-wide bargaining between indus-
trial unions and employer associations constitutes the first degree.
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It is not necessary that master negotiations cover the entire industry ;
the resulting agreement can be “extended” by force of law or by
voluntary action. Nor is it necessary that there be a formal industry
association with power of attorney. Unless the number of firms is
large, informal employer committees can accomplish the same result.

There are several reasons why multi-employer bargaining is
conducive to industrial peace. Professional leadership eliminates
reckless and emotional behavior ; the costliness of large strikes serves
as a deterrent to both sides; employers are less inclined to resist
because they are not in danger of being “whipsawed” and will not
suffer a competitive disadvantage within the industry; unions are
less aggressive because intra-union competition is eliminated.

The second degree of centralization is economy-wide rather than
merely industry-wide. The labor market is regulated and disciplined
as a whole. It is then that the strike is most likely to wither away.
In some of the newer countries, governments are moving to organize
and discipline the labor market through an alliance with the unions,
under the banner of nationalism and anti-colonialism. In some of
the older countries of Northern Europe a thoroughly consolidated
bargaining structure has been created under private auspices. “Peak
associations” or federations of management and labor have been the
means of integration. The officers of such federations represent the
broadest possible constituencies and are the farthest removed from
parochial pressures. Of course, this fully centralized system will not
work without the highest degree of subordination and discipline within
the federations.

4. Labor Political Activity.

I have already noted that labor parties and labor governments
have contributed toward relinquishment of the strike by providing a
political alternative. It remains to point out that the existence of
a labor party with close trade union affiliations is perhaps the great-
est deterrent to the use of the strike. This is not true of just any
labor party, however, but rather of one which is capable of imbuing
the unions with a feeling of political responsibility. The party must
have tasted political power, or at least must be seen as a serious
contender for power. Also there must be a reasonable prospect of
achieving labor objectives through government action. The last
point is emphasized because the strong labor parties have not elim-
inated industrial conflict in postwar Finland and in Australia. In
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Finland the economic environment has been too hostile for suc-
cessful reliance on the political mechanism, and in Australia the
constitutional powers of the federal government are too weak. The
federal form of government in the United States and Canada, with
much jurisdiction reserved to the states and provinces, has inhibited
successful political action and helps to explain why unions have
relied so heavily on industrial action.

Why is labor political action a deterrent to strikes? First, strikes
are injurious to the political fortunes of the labor party. Middle-
class votes must be attracted if the party is to be successful; but the
middle-class voter is antagonized by strikes and tends to blame them
on the unions. Second, worker unrest is channeled off into the
political sphere. Demands that would otherwise be made upon the
employer are directed against the government instead. If the labor
party comes into power, the deterrent effect is even stronger. The
trade union officials, having invested heavily in the party, are dis-
inclined to obstruct its program. Moreover, large-scale strikes are
always embarrassing to the administration in power; and if indus-
trial paralysis seems to be threatened, unpleasant repressive measures
may become inevitable. All of this means that the trade union leader
who wishes to cooperate with party officials, or is himself such an
official, will show maximum restraint in the use of the strike.

5. Role of the State.

I indicated above that greater participation by government as
entrepreneur, economic planner, guardian of labor and supervisor
of union-management relations has been partly responsible for the
declining frequency of strikes.

All governments have not assumed these new functions to an
equal extent, however. The amount of socialized industry in the
United Kingdom, for example, is greater than in Canada. The
Scandinavian countries have implemented programs of central eco-
nomic planning to an unusual extent during recent years, generally
under the leadership of labor-party governments. France, Italy and
Japan rely on legislation to define many conditions of employment
which are determined by collective bargaining elsewhere. Australia
has an elaborate system of compulsory arbitration, while the govern-
ment of the United States remains aloof from most industrial dis-
putes except for offering mediation services.
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6. Influences on Strike Activity and the Four “Patterns”.

A significant association can be shown between national patterns
of strike activity (described in section III) and the condition of
the labor movement, union-management relations and political insti-
tutions (discussed in section V). In the nature of the case only a
broad and general association can be expected, however. So many
unique and special causes are at work in particular countries that a
perfect correlation is out of the question. In fact, if a simple and
mechanical relationship could be established, there would be reason
to suspect that we were dealing with shallow and verbal categories
rather than real distinctions.

The Northern European Pattern—First Variant (Denmark, The
Netherlands, the United Kingdom and Germany) is characterized
by a nominal propensity to strike and a low or moderate duration of
strikes. These countries have mature labor movements with firm
and stable memberships. (The postwar German labor movement is
a revival of the pre-Hitler movement with remarkably little change.)
Leadership conflicts are subdued. There is one dominant central
federation in Denmark, the United Kingdom and Germany. Although
three federations have coexisted in The Netherlands for upwards of
four decades, their competition has not been so vigorous as to pro-
voke industrial conflict. The Communist faction has been notably
weak in all four countries.

By virtue of industry-wide negotiations and the influence of cen-
tral federations, collective bargaining structures have become highly
centralized, although the degree of consolidation varies from one
country to another. Industrial unions and industry associations do
the negotiating in the United Kingdom, for example, while much
power is concentrated in the Dutch and Danish central federations.
Strong labor or social-democratic parties have organized or at least
participated in governments except in postwar Germany.

There is a fair amount of public enterprise in the United King-
dom, but not a great deal in the other nations. Neither is there
much reliance on the state for defining important conditions of em-
ployment. On the other hand all four governments have had active
programs of intervention in bargaining disputes. Compulsory arbi-
tration was practiced in the United Kingdom until 1950, and the
machinery was retained on a voluntary basis in a number of key
industries. In Denmark the legislature has frequently intervened,
generally by enacting mediation proposals into law. An official
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Board of Mediation in The Netherlands has authority to approve,
modify or disapprove collective agreements; extend their provisions
to employers and workers not directly covered; and set wages di-
rectly in some cases. The “extension” system is also used in
Germany.

The Northern European Pattern—Second Variant is defined by
infrequent but long stoppages. The labor movement, bargaining sys-
tem and political context in Norway and Sweden are similar in most
pertinent respects to those in Denmark, The Netherlands, the United
Kingdom and Germany. The only significant difference we have
identified is that Norway and Sweden generally maintain a hands-
off policy in labor-management controversies, whereas more active
intervention has been practiced in the other countries. This is not
a very convincing explanation of the remarkable disparity in average
duration of strikes. Differences in the “industry mix” may be sig-
nificant, and doubtless additional causes are at work.

The Mediterranean-Asian Pattern includes France, Italy, Japan
and India. Participation in strikes is very great but duration is
short. Labor movements entered the phase of mass organization,
or re-organization from scratch, subsequent to World War II. Union
membership does not involve an important personal or financial
commitment and has often been an ephemeral phenomenon. Rival
unionism and internal leadership conflicts have been endemic; a
powerful Communist faction has made chronic use of the massive
demonstrative stoppage as an agitational tool in each of these
countries.

Labor-management relations, like the labor movements them-
selves, are weak and unstable. The unions have not really been
accepted by employers and are not in a position to negotiate on an
equal basis. While the forms of multi-employer bargaining are fre-
quently used, the subject-matter of bargaining is insubstantial. The
significant conditions of work, for the most part, are either set by
the government or remain within the employer’s control. The unions
are normally too poor to undertake long strikes.

All these countries have two or more left-wing parties affiliated
with different branches of the labor movement. They are bitterly
divided, however, a far cry from the unified labor or social demo-
cratic parties of Northern Europe. As a consequence conservative
governments have occupied the stage during the past decade. No
single labor party has come sufficiently close to political power that
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the strike policy of its affiliated unions has been affected. (In recent
years, however, collaboration between the Congress Party and the
largest group of Indian unions has had a definite influence on strike
activity.)

There is a surprising amount of public enterprise in France,
Italy, Japan and India. Moreover, as noted above, many important
terms of employment are defined by the state rather than through
collective bargaining; unionism is so weak in the industrial sphere
that unrest is focused on the political process. Thus labor protest
is frequently directed against the government, a further reason for
the popularity of brief demonstration strikes.

The North American Pattern, found in the United States and
Canada, is characterized by a moderately high propensity to strike
as well as a relatively long duration. Insofar as large-scale organiza-
tion is concerned, the labor movements are younger than those in
Northern Europe but older than those in the Mediterranean-Asian
group. There were wide swings in union membership until the
1940’s, but the intensity of organization has become more stable in
recent years.

The status of union leadership is likewise in transition. His-
torically rival unionism, jurisdictional conflict and internal leadership
struggles have been prevalent in the United States and Canada.
Communist influence was significant in numerous unions between
1935 and 1950. But with the expulsion and atrophy of the Com-
munist unions, the development of no-raid agreements, and the
merger between AFL and CIO, there has been a notable tendency
for jurisdictional lines to stabilize. Furthermore political rivalry
inside unions has diminished as the organizations have become more
stable and the leaders have grown older. It is possible, however, that
technological changes will revive the conflict between craft and in-
dustrial unionism and encourage competition over the growing army
of white-collar workers.

The major employers in the United States and Canada generally
resisted unionism until the latter part of the 1930’s. In subsequent
years labor organizations have increasingly been accepted and in-
corporated into the industrial system. Here again the situation is
midway between the Northern European countries, where collective
bargaining became “institutionalized” early in the present century,
and the Mediterranean-Asiatic group, where collective bargaining
is still weak and undeveloped.
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Bargaining structure in the United States and Canada is more
decentralized than in any other country studied, however. About
five-sixths of all labor contracts in the United States are negotiated
in single-employer units, and most of the multi-employer contracts
cover local areas only. Canada’s collective bargaining system is
similar.

Political processes are also consistent with frequent and pro-
longed industrial disputes. The important conditions of employment
are determined privately rather than by government: minimum
wages are not very significant from a practical standpoint; paid
vacations, holidays, etc., are not covered by legislation; and even
a private system of social security has developed. A successful
labor party has not emerged in either country, and the central
orientation of the labor movement is industrial rather than political.
Finally, although compulsory mediation is practiced in Canada, the
United States maintains a laissez-faire policy towards most types
of industrial disputes. [Note: In the full-length study we have in-
cluded sections on Australia, Finland and South Africa, under the
rubric of “Special Cases and Mixed Situations.” It is not practical
to summarize these sections here.]

7. Industrial Conflict and Economic Development.

Because of deficiencies in data, we were not able to cover the
newer nations of Asia and Africa which have undertaken to indus-
trialize under forced draft. A brief comment might be offered
however.

It is important to note that different countries have begun the
process of industrialization and unionization at widely separated
points of time. There is real danger of taking it for granted that
history will repeat itself. Some students of economic development
have erroneously assumed, for example, that the newer countries
should rely on the same sources of capital, government policies, etc.,
as the countries utilized in the nineteenth century. It would be
equally wrong to assume that the “underdeveloped nations” of Asia
and Africa will necessarily pass through the same cycles of industrial
conflict as the European and North American countries have done.
There are almost 275,000 union members in Egypt, for example,
but strikes have virtually disappeared under the Nasser regime.
Israel has perhaps 350,000 unionists; from 1948 through 1955 the
number of strikers averaged only about 9,000 and man-days of
idleness only 50,000. Strike activity has been relatively high in India,
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but has declined sharply since independence was gained. In some
of the newer countries which have not undertaken ambitious pro-
grams of economic development, such as Ceylon and Vietnam, indus-
trial conflict has not been so muted.

If the data for these countries were not so fragmentary, we
might have identified a fifth pattern of strike activity known as the
Economic Development Pattern. The membership involvement and
loss ratios are as low as in the Northern European group. This has
come to pass not after a century of collective bargaining but at the
very threshhold of industrial growth and organized employment
relations.

Several years ago Clark Kerr, et al., pointed out that whereas
labor protest always emerges in the course of industrialization, pro-
test can take different forms and can be handled in different ways.
“A crucial factor is the locus of the control of ‘management’ of
protest,” they said. “. .. There are rival contenders in the struggle
to direct, control, suppress or manage labour protest. Among these
contenders are employers, union officials, political leaders, govern-
ment administrators, military cliques and the leaders of religious
sects.” Furthermore there are various “relationships between labour
protest and other social and political forces such as anti-colonialism,
communism, anti-clericalism and nationalism.” 2

It seems evident that in such nations as Israel, India and Egypt,
labor protest has been “managed” in different ways from those of
the older countries. Capitalism as such has been less often the object
of protest; foreign capital and influence have been more frequently
censured. Once national independence has been gained, labor move-
ments have been either successfully enlisted in programs of economic
planning, or brought under government domination, or suppressed.
In contrast to the laissez-faire policies of an earlier period, the new
governments have moved in aggressively to settle disputes and ter-
minate stoppages. Thus, anti-imperialism, nationalism and govern-
ment intervention have combined to obviate the familiar cycle of
industrial conflict.

It may be that the effect is only temporary. Perhaps the new
countries eventually will move into the well-trodden path taken by
England, Sweden, the United States, etc. So far, however, there
is little evidence that they will.

2Clark Kerr, F. H. Harbison, J. D. Dunlop and C. A. Myers, “The Labour
Problem in Economic Development,” International Labour Review, 72 (March
1955), pp. 13-14.



DISCUSSION

Everert M. KassaLow
Industrial Union Department, AFL-CIO

My appearance here this morning as a substitute for Arthur
Goldberg is in part at least a refutation of Art Ross’ thesis that the
strike is tending to wither away in the western world! It seems to
me that on at least one and possibly two previous occasions a serious
dispute between steel labor and steel management caused Arthur
Goldberg to seek a substitute on an IRRA program.

It is, however, a pleasure to do this even on short notice since it
led me to read Art Ross’ paper and, as usual, this was a richly re-
warding experience. Incidentally, the general form of the paper
convinces me of something I have been reflecting on for some time,
namely, that many of the freshest and deepest insights into industrial
relations and trade unionism which can come to a student today will
arise from genuinely comparative studies of which this is a good
example.

My comments will really be, then, by way of elaboration and
extension on some of Art Ross’ points with only a very modest
criticism or two thrown in. I might add that I have not had time
enough to evaluate in detail the tabular material he presents, but
this can probably be best done when the volume he refers to is
finally published. I shall assume that by and large his statistical
material is correct. I would call attention to the fact, however, that
the strike has a different character in different countries. In France
and in some of the underdeveloped countries, for example, I think
the strike is generally of the nature of a one-day demonstration
affair. The same is true to some extent even in some of the western
European countries where strikes among unionized public employees
are very frequently of the purely demonstrative character and, there-
fore, necessarily very short. For this reason it is somewhat difficult
to compare strike statistics between countries.

So far as the lessons which Art Ross’ research may hold for the
U. S., the message may not be as clear as the paper suggests. For
a number of reasons it will at least be a long time before unionism
and industrial relations in the U. S. more closely approximates the
stable western European patterns. There are a number of factors
here. In the first place the lack of a clearly defined labor political
party necessarily will continue to throw heavy burdens on the col-
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lective bargaining process in the U. S. Many of the issues which
fall into the political-legislative arena in western Europe remain
collective bargaining issues in the U. S. and tend to keep the parties
in industrial relations more sharply divided. I am thinking of
pensions, supplementary unemployment benefits, paid vacations, and
so forth. There is, also, so far as I can see, as yet no real sign
that the greater part of big business management in the U. S. has
really accepted trade unionism. At best there is some degree of
tolerance in some industries, even more a strong general feeling
persists that management could do a better all-around job without
the unions.

Perhaps there is a relationship between the foregoing facts, that
is, the wide scope of collective bargaining and management’s con-
tinued resistance to unionism, philosophically, almost everywhere in
the U. S. In any case, these factors will continue to color indus-
trial relations in the U. S. and prevent any “withering away” of
the strike.

I am not entirely satisfied with Art Ross’ analysis of Communist
tactics in the labor movement either in the U. S. or abroad. Here
it would seem to me is one area where a more general kind of theory
could be developed. I am inclined to think that we often attribute
more pragmatism to Communist labor unions than really exists.

Finally and most seriously, I am not in agreement with the
methodological implications of Art Ross’ typology of industrial re-
lations and strike patterns. Here I have a feeling that Art Ross
has tended to follow too closely the methodology of the interuniver-
sity project on the study of labor in economic development* A
kind of artificial structuring of unions and labor relations systems
results. Under this method social scientists seem to hover over
countries and study labor relations systems and unionism from
above, primarily in terms of their current structural manifestations.
This is a long and difficult subject but I illustrate my point by calling
attention to the way in which Ross comments on how “labor protest
has been ‘managed’ in different” new countries such as Israel, India
and Egypt. I contend that neither labor relations nor trade unionism
can seriously be understood or interpreted in most countries of the
world in this framework. The labor movement or labor protest in

*Clark Kerr, Frederick H. Harbison, John T. Dunlop and Charles A.
Myers, “The Labour Problem in Economic Development,” International Labour
Re'm'eu.vl,9 ;*éfarch 1955, pp. 223-235; also John Dunlop “Industrial Relations Sys-
tems” N
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Israel, for example, is just not “managed” in any way Ross im-
plies for actually, of course, the labor movement has been a pivot
force of Israel’s economic and social development. In the same way
I suspect that in India, too, in the long run the labor movement will
have its own life, shaped by social, economic and political forces,
and the way in which “labor protest is managed” won’t be a terribly
relevant factor. This leaves Egypt, and I suppose Ross’ formula-
tion of the problem isn’t far off here; but this reflects the fact that
Egypt is an authoritarian nation and the labor movement has no
possibility of any independent existence and labor is, and always will
be “managed” under authoritarianism or totalitarianism. I quickly
wish to note that there are other intermediate possibilities between
the relatively democratic structures of Israel and India as opposed
to Egypt. In countries like Mexico, Morocco and elsewhere where
labor doesn’t take the usual western democratic form we are accus-
tomed to, it nevertheless plays a role in the nationalist revolution
which precludes any characterization of being simply a form of
“managed protest.” For a student of industrial management the
Ross and the interuniversity project’s approach is probably an
appealing concept, but it really isn’t too helpful for the social scientist.

The kind of approach which is suggested in Ross’ work, following
Dunlop, Kerr, Harbison and Myers seems to view labor relations
and unionism from the vantage point of the state economic planner
or manager whose prime reference is technology. Actually a study
of the social, economic and political substructure is far more critical
for an understanding of unionism and labor relations. Moreover
in the case of labor relations systems I believe it is misleading to
attribute to them the kind of independent institutional status which
the interuniversity approach seems to do.

It is this looking-down-from-the-top approach which can lead
Ross, for example, to set forth a so-called Mediterranean-Asian pat-
tern (France, Italy, Japan and India) in contrast with two sets of
northern European labor-relations patterns (one grouping Denmark,
Netherlands, United Kingdom, and Germany, the other comprising
Norway and Sweden). Even if the strike statistics covering these
four countries look the same, and I am not quite prepared to con-
cede that without many historical period, war, and other qualifica-
tions, my own little knowledge of these countries would lead me
to doubt the significance or consistence of such a so-called pattern.
When one considers, for example, the totally different philosophical
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(near-religious) and national backgrounds of trade unionism in
India as distinguished for example, from that of France, any such
grouping as Ross suggests cannot be a meaningful tool for the social
scientists. Again, the same thing goes for Japan where the peculiar
nature of industrial development and the absolute primacy of the
enterprise has produced a unionism which is again quite different
from that of France or India. To repeat, even if Ross’ statistics
have been accurate to date, I would be willing to predict there will
be no serious comparability 20 years hence.

Similarly, I feel that with a few of his other patterns the lack of
nuance limits their meaning. It misses a great deal not to see that
the character of the labor union-Socialist Party relationship is quite
different both postwar and prewar in a country like the United
Kingdom as compared to Germany. At best, however, one would
have to group five or six movements such as Denmark, Netherlands,
United Kingdom, Germany, Sweden and Norway into one broad
type class. The interesting problem then becomes to explain the more
“mutant” type of movements such as one finds in France and Italy—
with Belgium forming a possible bridge between the types. Before
we start developing a typology which groups France, Italy, Japan
and India, we need some better insights into the western movements
alone.

In spite of the foregoing criticism, let me again congratulate Art
Ross on a very stimulating and provocative paper.

Triomas KENNEDY
Harvard University

Professor Ross has pointed out that his paper is a condensation
of a full-length book which will be published this spring. In
relation to this he states:

If the presentation is considered unscientific, dogmatic, and
incomplete, one can only reply, “Read the book.”
I have not been able to read the book. When I do read it, perhaps
none of the comments I am about to make will seem pertinent.
They all deal with matters which Mr. Ross has already alluded to
or mentioned briefly. There is reason to believe, therefore, that
in the full-text these matters will be explored in more detail. The
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commentator is thus in the interesting position of hoping that all
he is doing is anticipating what will be in the full text. The author,
of course, is in the position of being able to make the commentator’s
hopes come true next spring, if he cares to do so.

There are three areas which I should like to see Professor
Ross explore in greater detail. The first area concerns the break-
ing down of his over-all strike statistics according to type of
strike. Professor Ross makes reference in his analysis to organi-
zational strikes, economic strikes, jurisdictional strikes, wild-cat
strikes, and political strikes. It is true that all of these types of
strikes have certain things in common. They all have an imme-
diate effect on production and on employee earnings. In many
other respects, however, they are quite different. The causes, the
goals to be achieved, the alternative methods of achieving the goals,
the effects on the parties, the effects on the economy and the
government, the methods by which they may be decreased—all
these differ greatly among the types of strikes mentioned. Thus
we are not dealing with a homogeneous product. Especially when
we look at these statistics in terms of cause we should be con-
tinually aware of this differentiation.

In the United States some of these types of strikes have de-
creased in importance much more than others. Organization strikes,
for example, are much less prevalent than they were several
decades ago. N.L.R.B. elections have largely replaced them. If
a further decrease in this type is deemed desirable, it can probably
be accomplished within a framework consistent with free collective
bargaining. Penalties stronger than cease and desist orders against
management for unfair labor practices during organizing cam-
paigns would be one step in this direction. With adequate pro-
tection for unions and employees against such illegal employer
activities we might then insist that unions limit themselves to the
democratic and non-coercive methods provided by the N.L.R.B.
elections.

We have also seen a great decrease in jurisdictional strikes in
recent years. Impelled by the provisions of the Taft-Hartley Act,
the labor movement has made great strides in the establishment
of alternative means of settling these difficult problems. This type
of strike is on the way to being eliminated.

Wildcat strikes also have become less and less important as
our collective bargaining relationships have matured and machinery
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for effective handling of grievances has been developed. Now
well over 90% of unionized labor in this country works under
contracts providing for the arbitration of disputes occurring during
the life of the contract. The voluntary development and the accept-
ance by both management and labor of this alternative method
to grievance strikes is one of the brightest chapters in our labor
management history.

Although, as Professor Ross points out, political strikes are
significant in such countries as France and Japan, they have not
been important in recent decades in this country.

It is the legal economic strike over new contract terms which
is our real concern at the present time in this country. How does
the trend in strikes of this particular type compare with the trends
in other countries? If there is a difference what factors may be
suggested as causes? Have other countries developed more satis-
factory alternatives in this specific area? A comparison of sta-
tistics and methods in this more limited area might be quite
suggestive.

In making this comment I am not unaware of the difficulties
of securing such statistics. It is not always easy to classify a
strike into one of the categories suggested above. Even where
classification is not difficult, government agencies may not have
collected the information required for classification. I hope how-
ever, that in the full text the authors will go as far as is feasible
in this direction.

My second area of comment concerns the effect of strikes on
the economy. On pages 148-152 Professor Ross sets forth six
comparative measures. Two of these measures are ratios of union
membership—the membership involvement ratio and the member-
ship loss ratio. Two are ratios of not just members but of all
employees—the employee involvement ratio and the employee loss
ratio. Professor Ross points out that each of these measures serves
a different purpose and that of the six, the two employee ratios
“come closest to indicating the relative impact of strikes on the
economy.” However, neither of the employee ratios are used in
the statistical tables or the analysis in this paper. (It appears that
they will be used in the full text.) The employee ratios are not
used, because as Professor Ross states, he has found that distinctive
patterns of industrial conflict can be described most intelligibly in
terms of the membership ratios. It is with these distinctive pat-
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terns rather than with the effect on the economy that Professor
Ross is concerned in this paper.

If the full text does concern itself with the problem of the
effect of strikes on the economy I would suggest that none of the
six ratios mentioned on pages 148-152 is a very good measure
of either the breadth or intensity of the effect of strikes on the
economy. I would agree with Professor Ross that employee in-
volvement and employee loss are better measures than the others.
As I understand his definitions, however, these employees ratios
measure the involvement and the losses only of those employees
actually on strike. On page 152 he states that employee involvement
ratio is equivalent to the percentage of wage and salary employees
“going on strike” Thus even if the employee loss ratio is used
a strike of 400,000 barbers for three months would have the same
effect on the statistics as a strike of 400,000 steel workers for
the same period. The breadth of the effect on the economy, how-
ever, would be quite different. Likewise the strike of 400,000
window washers in our major cities would have the same effect
as the strike of 400,000 policemen in the same cities but the in-
tensity of the effect on the economy again would be quite different.

It is doubtful if any ratio could be refined to the point where
it could be meaningful in showing the comparable effect of strikes
on the economy of various countries. Too many factors such as
degree of industrialization, dependence on foreign trade, and the
amount of slack in the economy would have to be taken into ac-
count. For example, the first month of the recent steel strike had
much less effect on the economy of this country than would have
been the case some years ago when the supply of steel on hand
and the steel capacity relative to the steel demand were much less
than they were at the beginning of the recent steel strike.

The hope of this commentator, therefore, is not that the authors
in the full text will develop a meaningful ratio in this area, but
that they will place more emphasis on the fact that the statistics
set forth do not measure the effects on the various economies. In a
period when such statistics may be cited to support legislative
programs it is important to make amply clear to the layman what
they do not measure as well as what they do measure.

Finally I should hope that in the full text the authors will
greatly expand the following sentence which appears on the bottom
of page 160 of Professor Ross’ paper: “We should not assume that
a country is better off, the more industrial peace it enjoys.”
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The effective operation of our free collective bargaining system
rests on a number of assumptions. One of these is a reasonable
balance of power between management and labor. It is for this
reason that we have “collective” rather than “individual” employee
bargaining. The individual employee is seldom in a position to
have sufficient power to bargain effectively with the employer.
Where there is a reasonable balance of power both the employees
and the management are protected. On the other hand if manage-
ment has much more power, as appears to be the case with some
of the large textile combines compared to the Textile Workers
Union, then employees are not in a position to secure equitable
treatment. Likewise if labor has much more power than manage-
ment, as in the case of the Teamsters Union bargaining with the
owner of half a dozen trucks, then the management may not be
in a position to secure equitable treatment. Under either of these
conditions one of the parties may avoid strikes because they do
not have the power to hope for success in their use. The TWUA
engages in few strikes with the large textile combines and few
small truck owners are willing to take on the Teamsters. It is
very doubtful if a decrease in strikes brought about by such con-
ditions is in the public interest. Let me hasten to add that a
nearly perfect balance of power, if the parties recognize it, may
also result in a lack of strikes. The point remains, however, that
a decrease in strikes may result from an undesirable shift in the
balance of power.

A second assumption of our free collective bargaining system is
that there will be sufficient competitive pressure on the employer
so that he will be forced to fight unreasonable demands on the
part of the union. We assume that the consumer will be protected
by such action on the part of the employer. However, when an
entire industry has been organized by a single union and the
employers unite for industry-wide bargaining, then as Professor
Ross points out on page 163, employers are less inclined to
resist because “they will not suffer a competitive disadvantage
within the industry.” This is especially true in an industry where
prices are administered and inter-industry competition is not severe.
A decrease in strikes under such conditions may mean that the
public is not being protected from unreasonably high wages, high
profits and high prices.

A third assumption of our free collective bargaining system is
that there will be no collusion between the representatives of labor
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and the representatives of management. I shall not dwell on this
aspect except to say that in the few instances where gangsters have
taken the control of unions from legitimate trade unionists and
have worked out sweetheart contracts with corrupt managements,
strikes have been decreased, but the result is hardly to be desired.

A fourth assumption is that when the parties do use the strike
weapon the pressure upon one or both of them will be greater
than the pressure upon the public. As interdependence grows in
our economic system, however, this assumption becomes less clear.
The result may lead to a violation of a fifth assumption which is
that government interference with collective bargaining shall be
kept to a minimum. There are few strikes in Spain and those
which do occur are of short duration. The same may be said of
the countries behind the iron curtain. Yet I am sure that most of
us would prefer our record of strikes to the alternatives which have
caused their elimination in Spain and Russia.

One need not go so far as Spain and Russia, however, to
question whether the decrease in strikes has been bought at too
great a price in government regulation and control. Our experience
between 1948 and 1956 as shown in Table II indicates that we
have had a membership loss ratio almost 20 times that of Sweden
and almost three times that of Australia. Perhaps our strikes could
be decreased materially by the governmental actions employed
in Sweden or Australia. To the extent that we would be successful,
however, we would no longer have free collective bargaining as
we now know it. Again a decrease in strikes may not be desirable.
It may simply mean that free collective bargaining is no longer
permitted to function.

Of course a decrease in strikes may occur for reasons that
strengthen rather than weaken our free collective bargaining system.
The point is that the statistics in themselves do not tell us which
is happening.

These comments are not intended to be critical of this paper.
Professor Ross has stated clearly that his purpose at this time
has been to be scientific and not programmatic. In this respect he
had made a very valuable contribution to our knowledge in this
field. It would be this commentator’s hope, however, that in the
full text, having gathered all of these statistics, he will not entirely
avoid the programmatic.
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Discussing the Brookings Research Project on the influence of
unions and collective bargaining upon management gives rise to
various personal emotional reactions. There is the pleasant hope that
four years of research, including the effort of completing the manu-
script, will prove helpful in adding to our understanding of union-
management relations. There is also a related feeling of discontent
arising from the recognition that additional work would have im-
proved the book. Clearly it is impossible to finish a manuscript; the
time simply arrives when it must be abandoned.

There is, finally, the feeling of sadness. Working closely with
Sumner Slichter over these years, with deepening appreciation of
his character and intellectual capacity, necessarily meant that his death
gave to all of us associated with the project a feeling of tragic loss.
However, if I may be excused a personal word, his continued
ability to maintain his intellectual drive substantially to the day of
his death set an example of courage which might be equalled but
not surpassed.

My remarks have been divided into two parts: (1) the nature
of the study, and (2) the general conclusions. Discussion has been
limited to two of the general conclusions. In this connection some
comments will be made on three substantive topics: (a) the func-
tioning of the grievance procedure, (b) wage incentives and measured
daywork, and (c) layoff systems. These particular substantive topics
have been selected partially because of personal interest in them,
but primarily because they serve to illustrate and amplify some as-
pects of the general conclusions.

I

The project began with a request in 1955 from Brookings to
Sumner Slichter to revise Umion Policies and Industrial Manage-
ment. He replied that developments had been so extensive since 1940
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that revision was impossible. An entirely new research project was
required. Since Slichter did not wish to do the research alone, James
J. Healy and I joined him in the undertaking. We had the able re-
search assistance of Erwin Herrnstadt, now at West Virginia Uni-
versity, Thayne Robson, now at the University of California at Los
Angeles, Benson Soffer, now at the University of Pittsburgh, and,
for a brief period, of Garth Mangum, now completing doctoral
work at Harvard.

The book has been called The Impact of Collective Bargain-
ing upon Management. This title represents the loose way in which
we referred to the project, but is not one which we had the oppor-
tunity to work out together, nor is it an entirely happy choice. The
title is too broad since the book does not deal with the total impact
of collective bargaining. No attempt was made to study nor appraise
the effects of collective bargaining upon the inter-industry wage
structure nor the general wage level. An entirely different type of
book would have been required to analyze the broad economic effects
of unions.

In fact, the book follows Union Policies with modifications. It
contains thirty-one chapters which cover hiring, layoff, promotion,
work scheduling, work assignment, subcontracting, make-work prac-
tices, pension plans, welfare plans, employment security programs,
other employee benefits, wage incentives, measured daywork, evalu-
ated rate structures, other wage structure considerations, discipline,
wildcat strikes and pressure tactics, grievances, arbitration, high-
cost plants, union-management cooperation, line and staff coopera-
tion, and the negotiation of contracts. Even with respect to these
topics, the title implies, perhaps, an overstatement of union influence.
The results of collective bargaining are, of course, decidedly dependent
upon policies and practices developed through management initiative
or neglect as well as in response to union policies and practices.

The most realistic statement of our purpose is that we wished
to review selected aspects of labor relations since about 1940 by
visiting a significant number of companies and discussing the results
of collective bargaining in specific situations with company and
union officials. Working in teams to maintain balance we had inter-
views with individuals in about 150 companies, 25 industry asso-
ciations, and 40 unions. Altogether we had one or more discussions
with approximately 650 individuals and prepared almost 800 memo-
randa in connection with our field work. While the book is not
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based exclusively on this field work, these interviews created the heart
of the material for most of the chapters.

It would be wrong to say that we studied adequately union-
management relations in 150 or more companies. In many cases we
had only one or two interviews with a few individuals in a com-
pany. On the other hand, in some companies we had extensive inter-
views. In all companies we attempted to avoid interviewing only
top officials. We were usually successful in this attempt. In a limited
number of companies many hours were spent in the plants and with
lower labor relations representatives. Without doubt, and while
recognizing the difficulties of the interviewing method, a large quan-
tity of rich background information was obtained.

The companies were not selected on any sampling basis. We
attempted to get elements of diversification: manufacturing and
non-manufacturing, various industries, large companies and small
companies, and companies in various sections of the country. In
retrospect we probably over-emphasized large manufacturing com-
panies. However, what we were after was a significant sample of
experience, and in this effort we were successful.

We are no doubt open to criticism for not having developed a
more systematic approach to our study. We had no intention of
doing a quantitative type of study, but the painful process of ap-
praising and digesting what we had discovered would have been
facilitated by a somewhat more orderly approach to our field work.
In all honesty, however, much of what ultimately seemed significant
would not have been within any framework we originally might
have developed. And, regardless of methodology, the book is an out-
growth of a very substantial effort to discover what was actually
happening in a meaningfully large number of unionized companies.

II

The general conclusions of the study have been grouped under
five headings: (1) the narrowing of the scope of managerial discre-
tion, (2) the development of management by policy, (3) the intro-
duction of important changes in management structure, (4) diver-
sity in the character and results of collective bargaining, and (5) the
growth of adjustment in contract administration. These general
conclusions are not spectacular. They acquire significance only to
the extent that they have in fact been substantiated and enlarged
in meaning by the analysis of the various substantive issues and
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areas examined in the chapters. The research project stands or falls
primarily upon the description and analysis of the various chapter
topics rather than upon the general conclusions.

For this paper a few comments will be made only with respect to
the fourth and fifth conclusions, the diversity in the results of col-
lective bargaining and the growth of adjustment in contract adminis-
tration. Diversity in the results of collective bargaining has many
dimensions and facets. The three substantive areas chosen for dus-
cussion, (a) the functioning of the grievance procedure, (b) wage
incentives and measured day-work, and (c¢) layoff systems, each
emphasizes various dimensions of diversity. Comment on these areas
can only be very brief.

As the operation of grievance procedures is examined, wide
variation in grievance rates becomes obvious. Putting together fig-
ures on grievance rates from various plants in which grievances are
written at the first step will reveal rates of five or less grievances
per hundred employees per year and grievance rates of 50 grievances
per 100 employees per year. Plant grievance rates which fall either
above or below a range of something like 10-20 grievances per
hundred employees per year are likely to indicate particularly inter-
esting labor relations environments.

After having introduced figures on grievance rates to bring out
the bold fact of diversity in experience it is necessary immediately to
back away from them. No simple nor easy conclusions can be drawn
from any particular rate. Perhaps the danger of preoccupation with
numbers should have been made a general conclusion of the study.
In a true sense there is no such thing as a normal grievance rate
applicable at all times and in all labor relations environments. Quick
reflection will indicate many reasons for variation in grievance
experience.

In dealing with the problem of the reasons for variation, nine
considerations, which are called determinants of grievance rates,
are discussed: (1) the state of relations between the union and the
employer, (2) the experience or inexperience of the parties, (3) the
personalities of key individuals, (4) methods of plant operation,
(5) changes in methods of operation, (6) union policies and prac-
tices, (7) union government and politics, (8) the grievance pro-
cedure, and (9) management policies, procedures, and practices.

Out of these many variables what becomes clear is that neither
a high nor low grievance rate is necessarily “good” nor “bad”, and
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that both high and low rates can mean different things. For example,
a low rate can mean: (1) very good union-management relations,
(2) a weak union whipped in a long strike, (3) management giving
the plant away, and (4) settling grievances by direct action without
resort to the grievance machinery. A high grievance rate can mean
(1) factionalism within a local, (2) inconsistent management policies,
(3) aggressive union leadership, and so forth. Consider this inter-
esting single example of a high rate: (a) factionalism within the
local union, (b) a very small proportion of all employees partici-
pating in grievance activity, (c¢) good plant efficiency, and (d) good
employee relations. Such a high grievance rate has a very particular
meaning. The point of major emphasis, however, is that important
determinants of grievance activity are decidedly removed from any
estimation of the degree of justice or injustice with which employees
are being treated. No simple theory of justice and injustice, nor any
other simple theory, will explain diversity in grievance experience.

In a manner somewhat comparable to superficial appraisal of the
significance of grievance activity, wage incentive plans too often are
assumed to operate on purely industrial engineering assumptions.
Employees are expected to respond to the opportunity to earn addi-
tional money. But this simple notion becomes submerged in a more
complicated reality. Particular incentive plans, over the years, can
become quite demoralized and can lose almost all vestiges of the
incentive concept. The term demoralized incentive plan is more
than a term of art to be applied to a poorly operating plan. It has
these characteristics: (1) a gradually rising incentive yield, (2) a
gradually declining average effort level, (3) growing inequities in
earnings and effort among jobs, and (4) an increasing proportion of
“off standard” time. Incentive plans, under the constant challenge
to loosen production standards, can and have, but only in particular
situations, become so demoralized that worker efficiency increased
upon the removal of the incentive prior to the introduction of any
measured daywork policies by management.

This subject cannot be explored at all adequately in brief illus-
tration, but what is obvious is that under both wage incentive and
measured daywork employee efficiency varies over a wide range. In
one extreme case the substitution of measured daywork for a wage
incentive plan produced in one brief period an increase in worker
efficiency in excess of 200 per cent. A number of instances were dis-
covered in which either the removal of an incentive plan or its
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revision brought increases in employee efficiency in the order of
magnitude of 50 per cent. The level of worker efficiency is an im-
portant competitive variable among plants with the same method of
compensation, and it is not valid to assume that an incentive effort
level will always be superior to a measured daywork effort level.

One reason for selecting employee efficiency as an illustration of
diversity is because of its important competitive significance, The
competitive position of large companies in important industries has
been and is influenced by the level of employee performnace. A
second reason is to contrast short-run and long-run consequences, a
point which also might have been elevated to the status of a general
conclusion. In the short-run the path of least resistance is to yield
a bit on a disputed production standard, but a process of yielding
practiced over five or ten years can produce a decidedly high-cost
plant. Finally, diversity in employee efficiency again must be related,
among other things, to both union and management policies and
practices. Diversity cannot be explained without reference to the
collective bargaining environment.

Layoff systems will not be discussed in any detail. But with
respect to layoff systems, while differences reflect the degree of states-
manship of the parties, the wage structure, the job structure, and the
economic and technological environments are very important in
shaping the character of the system which is likely to be developed
by the parties. Some examples can be found of layoff systems which
impose unnecessary and excessive costs on the employer. The trend,
however, has been toward constructive compromise in working out
tailor-made systems which tend to fall into one of several types. The
most interesting layoff systems are those that depart from the or-
ganizational units of department, division, and plant to group jobs
in various ways to meet to a considerable extent both management
and union objectives by their method of operation. Over the years
layoff systems have been perfected to such a degree that adminis-
tration is almost mechanical in many applications.

A major challenge in the study of labor relations is to develop
more satisfactory explanations for diversities and similarities in
collective bargaining experiences. Much of this present study is an
attempt to describe more adequately the facts of diversity. Hopefully
some guides as to the reasons for diversity have been provided. As
Dunlop has emphasized in Industrial Relations Systems,! labor rela-

1 John T. Dunlop, Industrial Relations Systems, Henry Holt and Company,
New York, 1958.
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tions must develop its own framework for analysis. The many facets
of diversity portrayed in this present research project confirm that
point of view. And as can be seen from this brief review, the results
and characteristics of procedures, such as grievance procedures and
layoff systems, and of techniques, such as wage incentives and meas-
ured daywork, are significantly dependent upon determinants stem-
ming from labor relations policies and practices.

The final general conclusion of the book is that there has been
considerable growth of adjustment in contract administration. This
conclusion is not inconsistent with continuing diversity. In retro-
spect it is possible to distinguish over the last 25 years three over-
lapping and merging stages: an organizing stage, a contract-develop-
ment stage, and a stage of adjustment in contract administration.
These stages of development are associated with the large growth of
collective bargaining during that period. Clearly the decade 1935
to 1945 was a unique period in the history of labor relations in the
United States. It was unique because it was during this period that
the heart of American industry began to operate within the frame-
work of collective bargaining.

It is not necessary to review the organizational struggles and
conflicts of the 1930’s. It is necessary only briefly to mention the
fact of contract development. Almost any historical set of union-
management contracts will illustrate the change from simple docu-
ments to complex and quite fully developed contracts. What is neces-
sary is to elaborate somewhat on the notion or question of adjustment
in contract administration.

Looking back from 1958 or 1959 in a large number of union-
management relationships substantial segments of the contracts are
seen to have remained unchanged, and a close meeting of minds to
have developed in the administration of these contract provisions.
With this stabilization of contract clauses and their interpretation
more orderly contract administration has developed. There has been
a reduction in conflict in contract administration. Associated with
this process has been a decline in wildcat strikes and pressure tactics.
Increasingly unions have accepted discipline for wildcats,

Adjustment of the goals and policies of managements and of
unions has gone farther in the case of some issues than others. Tt
has gone farthest in the following areas: (1) work sharing and
layoff systems, (2) formal or informal evaluation of particular job
rates, (3) administration of the wide range of employee benefit plans
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and provisions, (4) systems of employee discipline including the con-
trol of wildcats, (5) scheduling of work, (6) the development and
operation of the grievance procedure, and (7) the acceptance of arbi-
tration. Adjustment is less well developed in the following areas:
(1) production standards and wage incentives, (2) promotion prin-
ciples, (3) work assignment, and (4) subcontracting.

The process of adjustment is neither complete nor uniform. As
certain conflict areas have tended to become quite generally resolved,
conflict has intensified in other areas. Conflict over employee per-
formance and subcontracting has intensified in recent years. Changes
in business conditions and political considerations also have their
influences upon union-management relations.

Adjustment in particular bargaining relationships implies more
than reduction of conflict. It is unquestionably true that managements
can take advantage of weak unions and unions can take advantage
of weak managements. Such situations may be peaceful, but they
are not conducive to lasting peace. The term “good labor relations”
must include within its meaning more than absence of conflict. The
selfish interests and points of view of each party must not override
the reasonable interests of the other party nor the common interests
of both parties. A relationship which maintains balance is, in fact,
not likely to be characterized by super-peace. To go further, at least
some strikes have contributed to the process of adjustment.

To take a position that there has been on balance growing ad-
justment in contract administration must recognize the degree of
conflict which presently exists with respect to manning, loose pro-
duction standards, costly seniority extensions, and other rules and
practices which unduly handicap efficiency. Management in many
plants and for a period of some years has been regaining and re-
storing plant efficiency. It has been stated that this is a substantive
area of low adjustment. But removing the results of excessive past
concessions is quite consistent with the process of adjustment. Nor
should the degree of conflict be exaggerated. Many union leaders
have recognized the need for particular plants and companies to
restore efficiency and have assisted in the process.

Some strikes have been required to eliminate or move toward
the elimination of costly practices. In these cases year by year
management went to the bargaining table with proposals to im-
prove efficiency, but persuasion was not effective. Management
was required ultimately to take a strike. For strikes of this char-
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acter in which it is now possible to look back with a few years
of perspective, it is frequently possible to conclude (to reverse a
common expression) that both sides won the strike. It proved to
be a meaningful part of a process of adjustment. Strikes frequently
have brought significant management concessions to employees and
unions. Strikes resulting from the failure of persuasion to achieve
union and employee concessions do not signal the failure of collective
bargaining.

Nothing has been said on the question of conflict in negotiation
over wages and the economic package. No conclusion is intended
concerning the degree of adjustment with respect to the negotiation
of economic demands, but one could argue that there have been
some indications of a more realistic facing up to the problems
involved. The conclusion is only that day-to-day contract administra-
tion reflects growing accommodation. This accommodation and
adjustment in contract administration represents substantial progress
compared with the state of affairs in 1940 or 1950.

III

A research project covering many aspects of union-management
relations can not be summarized in a very meaningful manner. This
is especially true when much of the effort has been to describe as
adequately as possible the varied results of collective bargaining.
These results, of course, have been related, in so far as possible, to
union and management policies and practices. But the factors in-
volved in industrial relations are so numerous and occur in so
many combinations and permutations that generalized explanations
of results are difficult to construct.

For this paper only two general conclusions have been discussed,
the diversity in the results of collective bargaining and the growth
of adjustment in contract administration. But no attempt was made
to relate these conclusions to particular union-management rela-
tionships. In fact, however, neither diversity nor degree of adjust-
ment or accommodation are capricious in their incidence.

Of all of the variables of significance in particular union-man-
agement relationships, management policy stands out as being of
crucial importance. Companies which had achieved relative success
in labor relations gave clear evidence of (1) management by policy,
(2) effective administration at the worker level, and (3) manage-
ment initiative in labor relations. Basic policies in such companies
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were not empty slogans but were made effective at the worker level
by adequate implementing and procedural policies. Companies with
well developed policies gave evidence that labor relations were of
vital concern to top management. Both policy formulation and
administration were dynamic and open and frank communication
existed within management.

On the other hand, stress upon the importance of management
policy does not imply that unions are uniform in their attitudes
and actions nor that they always respond in some simple fashion
to management guidance. In other words, management does not
always get the kind of unionism it deserves. A plant of one multi-
plant company comes to mind in which a strong local union leader
outlasted sixteen plant managers and the plant was finally closed
in no small part because of the results of collective bargaining.
A plant of a second multiplant company was dominated by a local
union leader who unquestionably enjoyed fighting management.
His bitterness toward management was only exceeded by his bitter-
ness toward the international union. High costs in this plant may
well doom its continued operation. The slowdown of all slowdowns
in a plant of a third company gave to that company no benefits but
only disruption for a period of five years from a forty million dollar
investment program. The policies and practices of unions are by
no means unimportant.

On balance, however, management concessions to union points
of view and union concessions to the requirement of effective man-
agement, show an encouraging degree of adjustment. Free. col-
lective bargaining has no easily defined par for the course, but
there has unquestionably been significant social progress over the
last 25 years.
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of America

I am pleased to have this opportunity to comment on Professor
Livernash’s brief condensation of a lengthy and detailed volume.
It is clear from his paper that the book represents an important
contribution to the understanding of labor-management relations.
This is, of course, what might be expected from the work of the
late Sumner Slichter and the other capable investigators who worked
with him on this updating of his pathbreaking “Union Policies and
Industrial Management”.

Just as it has been difficult to condense 31 chapters into a short
paper, there are difficulties in commenting on a brief paper which
summarizes such a work. My comments are of two sorts:

1. Directed to some specific parts of the paper and

2. Directed at the over-all scope and approach of the volume.

In his paper, Professor Livernash refers twice to “good labor-
management relations,” and on another occasion he speaks of
companies which have achieved “success” in labor-management
relations. Certainly these two concepts are not the same. While
recognizing that formal definitions frequently tend to be sterile and
pedantic, I would nevertheless argue for a further clarification of
what the authors have in mind in using such terms.

The issue becomes even more complex when Livernash writes:
“The term ‘good labor relations’ must include within its meaning
more than absence of conflict. The selfish interests ard points of
view of each party must not override the reasonable interests of
the other party nor the common interests of both parties.”

Without any guide to such maters as the “reasonable interests”
of the individual parties, we are indeed in an area of obscurity.

Professor Livernash indicates, perhaps with some regret, that
“No simple theory of justice and injustice . . . will explain
diversity in grievance experience.” Labor-management relations
under a collective bargaining agreement are regulated by that
agreement. The agreement introduces far more justice than could
be expected without the contract. But just as in all areas of
jurisprudence the outcome of a legal contest may not result in
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“Justice,” so too is it possible that a settlement under the grievance
procedure does not provide the full measure of “justice” which
might be considered desirable. The basic point here however is
that we move far closer to providing justice on the industrial scene
when a collective bargaining agreement establishes a law regulating
the parties than we might possibly achieve without such a contract.

I find it worth commenting also on the section which indicates
that layoff systems can be devised “to meet both management and
union objectives. 2 While I know Professor Livernash
would agree that he is not specifically claiming that all objectives
of the two parties can be met, I think it is worth keeping in mind
that management and union objectives in this area—as in so many
other areas—are really mutually exclusive. Through the collective
bargaining process, the parties adapt to a compromise arrange-
ment. Even after conflict, it is seldom that either party can claim
to have achieved their full objective.

In this connection, it is worth noting that managements which
some few years ago argued that they could not grant any addi-
tional concessions in areas of “management prerogatives,” now find
that they are managing their businesses at handsome profits after
having yielded on one issue after another. This is not to say that
management would not like to regain various functions and once
again enjoy unlimited rights which it has bargained away. But
this supposed loss of the “right to manage” has not meant economic
hardship by any means.

This brings me to a comment on the general scope of the
volume itself.

It has been clear to most of us in the labor movement that
attitudes of many managements in recent years have become tougher,
more sophisticated, more virulent and frequently more vindictive.
It is hard to generalize as to whether the underlying reasons are
economic or emotional or even psychological. But the collective
bargaining of recent months, with the notable example of the steel
conflict so well publicized to all of us, shows quite clearly the nature
of this anti-union trend.

Among the five general conclusions, I see no reference to this
recent trend in labor-management relations. The attempt to “turn
back the clock” can be seen not only in the steel negotiations but
also in the conflicts in the meatpacking industry and the railroad
industry. It can be seen in the Henderson strike of the Textile
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Workers and the Kohler and O’Sullivan situations, and others too
numerous to mention.

Another point was noticeable as I examined the five general
conclusions. Four of these show a direction or trend which I take
to represent the authors’ evaluation of changes which have occurred
since Professor Slichter’s first volume was published. The fifth
conclusion, however, speaks merely of the “diversity in the char-
acter and results of collective bargaining.” I am puzzled. Did the
authors not find any change in the extent of such diversity? If not,
isn’t that significant in itself?

The Brookings Project description of what is happening in
the field of labor-management relations is indeed an important con-
tribution. We can look forward to its publication and the aid it
will provide for any serious student seeking understanding in this
field. But with this volume, some “outside reading” will still be
necessary.

LeLanDp Hazarp
Pittsburgh Plate Glass Company

I had the good fortune to touch quite early “The Impact of
Collective Bargaining upon Management” concerning which Pro-
fesor E. R. Livernash has reported so well today. In 1955 a foun-
dation with headquarters in Pittsburgh asked me about the project
for remaking Sumner Slichter’s classic “Union Policies and In-
dustrial Management.” It was easy to testify in support of a
grant for the work, now completed. Later I served as an impactee
in one of the interviews which the courageous and indefatigable
Sumner Slichter conducted in preparation for the work soon to
be posthumously published. We shall miss Sumner Slichter far
beyond my ability adequately to express.

The empirical method has served studies of labor-management
problems well. The forthcoming work will test the continuing
validity of that method. Perhaps the issue is not one of validity
entirely but rather a question of what more is needed to weld labor
and management into effective organizations for the work of our
times.

We have cause for concern. It is not only that communist
countries are showing great capacity for economic growth but also
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that the free peoples of Western Europe—committed to our own
religious beliefs and political philosophies—are passing America in
rate of economic development.

Take a snatch of the evidence. In ten years the United States
has suffered three recessions: 1948-49; 1953-54; 1957-58. But
Western Europe during that period has moved forward, consoli-
dating its gains with relatively slight interruptions in growth. The
economic strength of Europe can be measured partly by the relative
decline in our position. We are still the world’s largest trading
nation, but since 1948 our percentage of world exports has declined
from twenty-four to sixteen and one-half. See GATT, International
Trade 1957-58, in which the editors say, “The fact that Western
Europe’s imports of finished goods from North America declined
at the same time that its exports to this area increased—and this
during a period when North America was hit more strongly by a
recession than Western Europe—suggests inter alia an increase
in the competitive position of European industry.” What an irony
if America—symbolized for so long by the bathtub—should now
fall behind in ability to carry materialism around the globe.

it seems to me that while we must continue to hold ourselves
to high standards in the study and improvement of industrial
techniques, we must also seek with equal devotion for those beliefs
which will renew our confidence in ourselves and enhance our
spiritual vigor. A society cannot be great by techniques alone. Nor
is it healthy that we so constantly dissect our living social body for
evidence of illness and in search of cures for maladies. The need
for greater belief in ourselves and in our system was forcibly
driven home to me recently. A union argued for the continuation
of certain cases of substantial overmanning on the ground that
correction would give the company a competitive advantage. Such
misunderstanding of our system is cause for alarm.

All societies have been fallible, but none seems to have been more
hypochondriac than ours. The Greek of the half millennium B.C.
developed an exténsive mercantilism. Their ships, traders, and
colonists were ubiquitous on the Mediterranean shores. Athena,
whose spear, driven, as legend has it, into the rock of the Acropolis,
had given Attica the olive tree (agriculture), vied for Greek alle-
giance with Poseidon whose trident, struck into the same rock,
had raised the seas for commerce. The remains of a beautiful temple
to Poseidon may be seen today at Sounion, a short drive from
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Athena’s Parthenon at Athens. Trade, commerce, industry were
important to the Greeks but not all. One may search Socrates,
Plato, and Aristotle or the plays of Aeschylus, Sophocles, Euripides
and find little if anything on the problems of trade and commerce.
Twenty-five centuries hence—-the time which separates us from
the Greeks—will students find in our writings on labor-management
relations the search for the goals and meaning of life, for the duties
of man to man, and for the definition of man’s relationship to the
gods and law which so deeply concerned the Greeks? Will students
in the distant future, if they find anything of our 20th Century at
all, be surprised at our preoccupation with “how-to-do-it” and at
our lack of conviction about the worth of our efforts?

Take another illustration: the medieval society, say of the
12th, 13th, and 14th Centuries. There were trade and commerce
aplenty. The Crusades had opened up the Mediterranean, blocked
for so long by the Saracens. The towns and cities, guilds and
leagues—for production and for trade—-were vigorous. But the
arts and poetry of the time, the enduring monuments in the cathe-
drals speak not in terms of the methods of mercantilism or the
techniques of trade but rather in terms of adoration and love of
the Virgin. My terms import social rather than religious signifi-
cance—the Blessed Lady gave a meaning to life that no 20th
Century incentive plan can hope to equal.

The oft-told tale of Our Lady’s juggler makes the point. As told
by Anatole France, Barnaby, a poor juggler, found refuge in a
monastery where his embarrassment at lack of skills to render
works in honor of the Virgin drove him to the depths of melancholy.
Then his confreres of the monastery began to notice daily absences
and found that it was his wont to frequent the chapel at hours
when it was occupied with no service.

One day when Barnaby was shut up in the chapel, after his
custom, the prior, accompanied by two of the older monks, went
to discover through the chinks in the door what was going on
within. They saw Barnaby before the altar of the Blessed Virgin,
head downward, with his feet in the air, juggling six balls of copper
and a dozen knives. In honor of the Holy Mother of God he was
performing those feats which afore time had won him most renown.
Not recognizing that the simple fellow was thus placing at the serv-
ice of the Blessed Virgin his knowledge and skill, the two old
monks exclaimed against the sacrilege.
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The prior was aware how stainless was Barnaby’s soul, but he
concluded that he had been seized with madness. They were all
three preparing to lead him swiftly from the chapel when they saw
the Blessed Virgin descend the steps of the altar and advance to
wipe away with a fold of her azure robe the sweat which was
dropping from her juggler’s forehead.

Then the prior, falling upon his face, uttered these words:

“Blessed are the simple-hearted, for they shall see God.”
“Amen!” responded the older brethren, and kissed the ground. Our
society lacks the pervasive influence out of which the invention of
such a tale could come.

There is no way to force our 20th Century society toward an
integrating spirituality. We can but wait, perhaps without reward
in our time. But it is important to know what we lack and to
realize that techniques are not substitutes for the power of belief.
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MEETING OF THE EXECUTIVE BOARD
Somerset Hotel, Boston, Mass., May 1, 1959

Present: President William Haber, Secretary-Treasurer Edwin
Young, Editor Gerald G. Somers, Board Members, E. Wight
Bakke, Milton Derber, Peter Henle, Herman Somers.

The first order of business was the location of the next spring
raeeting. Young gave the background of the negotiations with the
Sociological Society and the decision to go to Washington for the
December meeting. Since Washington was originally planned for
the next spring meeting, a change is necessary. The Association has
been invited to the West Coast ; Detroit and Buffalo have also issued
invitations. Bakke moved to accept the Detroit invitation; seconded
by Henle and passed. On the question of a date, Young raised the
question of whether this is a little late in the spring; however, an
earlier date runs into spring vacations at various schools and also
the meetings of the Midwest Economics Association which are held
in mid-April. Haber suggested that Young correspond with the
Detroit local chapter to work out a time avoiding as much conflict
as possible. Haber suggested a local arrangements committee of
perhaps Ross Stagner, Ronald Haughton and Mark Kahn, with
whom he will consult on enlarging the committee. Derber raised the
question of length of meetings, some members feeling that a meeting
lasting only one day is not worth the time and trouble of attending.
No suggestions were made as to enlarging the sessions. The respon-
sibility for the spring meeting is that of the hold-over president,
who can arrange the program himself or delegate it to others.

President Haber read the report of the Nominating Committee,
Robben Fleming, chairman, Jules Backman, Earl Cheit, Frank de-
Vyver, Leonard Adams, James Brindle. Young read the section
of the constitution relating to nominations. It was the opinion that
over the years a pattern has emerged of the Nominating Committee
and Board cooperating on nominations. Bakke moved that the
present Nominating Committee be appointed by the Board to con-
tinue to serve; the motion was seconded by Derber and adopted.

Editor Gerald Somers asked the Board’s pleasure on what to do
with the Newsletter, reporting the nominal cost of $111.50 for print-
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ing the first issue. The Board felt strongly that it should be con-
tinued and that if it is to be worthwhile should be issued quarterly.
The question of items of news was discussed at some length, and
Bakke suggested that if the Board decides that this will be a
permanent feature (for at least a year) such notification to local
chapters might urge them to appoint a corresponding secretary to
furnish news items; members of the Executive Board are probably
the best source of news and will be urged to supply items. Young
asked whether the reports of local chapters might not be included
in the Newsletter instead of the Annual Proceedings, and the Board
agreed that they might. Derber questioned the section “Research
in Progress,” feeling that this is the sort of thing that appears in
other publications. It was generally agreed that there is not sufficient
basis upon which to do anything except say that the Newsletter
shall be continued, and try to find items of interest to keep it going.
Herman Somers reported that there is a need for approaching
organizations such as the 20th Century Fund for industrial relations
research as no place presently publishes this sort of thing; the
Board agreed that this is something to be investigated. Young re-
ported the award of a Guggenheim fellowship to Gerald Somers for
research in Britain and France for next year and thus the need for
an alternate editor. Haber asked that the record show that the
Board notes with pleasure the Guggenheim award to Somers. Young
gave assurance that local arrangements in Madison would carry on
the Newsletter and other responsibilities of the editor until Somers’
return.

President Haber gave members of the Board his program sug-
gestions for the annual meeting in Washington and asked for com-
ments and suggestions. His recommendations were set up on the
bhasis of four meeting times, two mornings and two afternoons, with
two sessions each time, plus the luncheon. Bakke reported having
heard a number of favorable comments on the idea of one large
meeting for the last session rather than two smaller ones; since some
people are trying to leave on the last afternoon, one meeting is
generally preferable. The Board agreed. It was also generally agreed
that the choice of topics would dictate whether a central theme was
possible and that it was probably too difficult to work out a program
within a central theme; the central theme fits more easily into a
spring meeting than the annual meeting since the latter brings in
more people and more disciplines.
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The Board meeting adjourned at noon, to resume again on
Saturday morning, May 2nd.

The first matter of business was the reelection of Ed Young as
Secretary-Treasurer. The Board’s appreciation of his services was
expressed by Bakke, and he was unanimously invited to continue in
his position.

There was discussion of where, how often, and with whom the
Association should meet in 1960 and 1961. Spring of 1960 is set
for Detroit, and December 1960 in St. Louis. In 1961 the American
Economic Association will have its annual meeting in New York.
Haber asked whether there was any objection to having the Secre-
tary-Treasurer plan the 1961 December meeting in New York, and
there was none. Derber asked about planning a joint session with
some other group such as political scientists, or sociologists, not only
with the economics group. It was decided that a decision on this
will be deferred until December. Derber asked whether it might not
be possible to have the spring meeting on a college campus and thus
make it less expensive, and the Board authorized investigation of
this possibility and also of what other organizations meet in the
spring.

Young asked authorization by the Board to raise the price of
the use of the IRRA mailing list from $20 to $30; the Board au-
thorized him to charge whatever price might be necessary without
discrimination.

Gerald Somers asked the Board’s decision on whether the “Direc-
tory of Research in Progress” is worth continuing, whether it serves
a sufficient function, and if so, how often it should be done. The cost
of 400 copies was $216.35; so far about 60 copies have been sold. It
was the opinion of the Board that there is not sufficient change in
people’s interests to warrant doing this every year but it might be
considered for every two or three years.

Haber asked what suggestions the Board had for the Detroit
group as to the number of sessions for the spring meeting. Henle
wondered whether there shouldn’t be more time left for discussion
since spring meetings are supposedly more informal. The preceding
day’s meetings pointed up the need for a chairman responsible for
starting and stopping sessions on time; this is difficult when the
chairman is also a participant. It was suggested that perhaps instead
of two sessions in an afternoon, there should be only one following
a luncheon. There was some discussion also about the possibility of
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considering Wayne University, or perhaps Ann Arbor or East
Lansing as sites for the spring 1960 meeting as well as a hotel
location in Detroit.

The President asked to set aside for later consideration two items
of business, namely the 1961 volume and the essay contest, and the
Board members agreed to this. Henle asked the current status of
the essay contest. Bakke reported that the decision in December was
to approve the contest in principle and explore the possibilities for
financing. The Iron and Steel Institute offered to put up half of the
approximately $1,000 needed; since this organization was contribut-
ing, the thought was that perhaps the labor groups might also, and
two labor members of the Board were asked to explore possibilities.
Haber reported that L.eo Teplow of the Iron and Steel Institute had
told him the organization had allocated half of the amount needed,
specifically $750. Henle expressed himself as being in favor of any
local chapter’s having an essay contest but he did not think a
national contest with a national prize was needed.

Program consideration for the December meeting was resumed,
and the meeting adjourned at 9:30 a.m.
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IRRA EXECUTIVE BOARD MEETING

Mayflower Hotel, Washington, D. C.
December 27, 1959

The Executive Board of the Industrial Relations Research Asso-
ciation met on Sunday, December 27, at 5:00 P. M. at the May-
flower Hotel, Washington, D.C. Present were: William Haber
(presiding ), E. Wight Bakke, Edward L. Cushman, Milton Derber,
Harry Douty, John Dunlop, Ronald Haughton, Peter Henle, James
C. Hill, David Johnson, Joseph A. Loftus, Joseph Shister, Nat
Weinberg, Harry Weiss, H. D. Woods, and Edwin Young. Guests
were Sar Levitan and Seymour Brandwein of the local arrangements
committee.

Copies of the minutes of the meeting of the Executive Board held
on May 1, 1959, were distributed to the new members of the Board,
who had not previously received them. The minutes were approved
by tacit consent. Copies of the Auditor’s report were distributed.
The Secretary-Treasurer pointed out that the available cash re-
sources were committed for three volumes, printing bills for which
would fall due within the coming year.

Copies of the membership report were distributed. President
Haber remarked that there had been very little fluctuation over the
past few years. He inquired whether it would be desirable to make
a concerted effort to gain new members. The matter of how the
membership is distributed in the various fields was discussed. The
last classification of this sort was the 1954 Membership Directory.
Geographical and occupational classifications will be carried again
in the 1960 directory. Various ways of increasing membership were
discussed, and President Haber stated that he is sure a concerted
membership drive will result in adding 500 new members. Ways
and means were discussed of reaching various groups—Ilabor and
management, economics and other fields, potential members in
foreign countries. Mr. Woods asked about the Canadian member-
ship. (It now totals about 60.)

It was moved to accept the financial reports. The President
stated that unless we heard an objection, acceptance of the financial
reports would be entered in the minutes. No objection. So entered.

There was discussion of the various publications under way:
membership directory, 1959 Proceedings, and the Heneman volume
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(in process at Harpers), all of which are due for publication this
spring. There is still a supply of 1959 Research Catalogs on hand,
available to members at fifty cents a copy, nonmembers one dollar.

The matter of the Newsletter next came up for discussion. The
Secretary-Treasurer stated that the Board would have to decide today
whether or not to continue publishing it. The cost is approximately
$600 a year—about $400 more than the cost of merely printing
and mailing preliminary programs for the two meetings. Board
opinion favors continuing the Newsletter. Previous correspondence
with Cornell regarding a journal, and the report of the Publications
Committee (George England, chairman) were reviewed.

It was moved, seconded and unanimously agreed to continue the
arrangement whereby the Labor Law Journal prints the papers from
the Spring Meetings.

The next topic discussed was that of research and subjects for
future volumes. Young named as possibilities international labor
developments, and health insurance. Weiss reminded that a sub-
committee of the Board had earlier been suggested as the editorial
committee, instead of an independent editorial board. Haber stated
that the Executive Board should be heavily represented on such an
editorial board. He mentioned that the Emergency Disputes volume
was a very good book in the field.

There was discussion of costs and sales of the Harper-published
volumes. Manpower in the United States is out of print, and Re-
search in Industrial Human Relations has gone through a second
printing. Of the pre-Harper special volumes, all are out of print
except Psychology of Labor-Management Relations, of which there
was a larger original printing than the succeeding ones.

After lengthy discussion, the Board voted to narrow the topics
for the next research volumes to “Public Policy and Collective
Bargaining” and “Technological Change.”

The Secretary-Treasurer, asked by Haber for comment, requested
the Board’s authorization to continue the arrangement with Harpers
on publishing the special volumes. The Board agreed that the
arrangement should be continued.

The next matter of business was the program for the Spring
Meeting to be held in Detroit at the Sheraton-Cadillac Hotel May
6 and 7. Copies of the program were distributed to Board members.
The program chairman, Ross Stagner, could not be present but had
asked Mr. Haber to call for comments and advice on the program.
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Saturday noon (12 o'clock) May 7 was set as the time of the
meeting of the Executive Board. This will be a luncheon meeting,
place to be announced at the IRRA registration desk in the Sheraton-
Cadillac Hotel.

The next item of business was the 1960 Annual Meeting, to be
held in St. Louis at the Ambassador-Kingsway Hotel December 28
and 29. Suggestions were requested for local arrangements chair-
man. Father Leo Brown was named. The Executive Board meeting
was scheduled for Tuesday, December 27, at 3:00 p. m.

The next item of business was the Annual Meeting in 1961.
Haber inquired whether there was any objection to the idea of meet-
ing with the AEA. The consensus was in favor of meeting with the
AEA in New York in 1961.

The next item of business was the Spring Meeting in 1961.
Henle suggested trying something new as to meeting place. How
about the South? How about a campus meeting place? Tennessee
(Knoxville), Louisville, Purdue, Columbus were mentioned. Dunlop
was authorized to make the decision. He suggested that the Secre-
tary-Treasurer explore the feasibility, as to dates and other details,
of holding the meeting at Louisville, Nashville, or Columbus.

The Secretary-Treasurer reported that the nominating committee
had been unable to bring in a report at this time, but would report
at the Spring Meeting.

Dunlop inquired about the status of the essay contest. The
Secretary-Treasurer reported that the American Iron and Steel
Institute’s proposal still stands, but has not been matched. Hill
reported that the New York Chapter was continuing its own essay
contest, and had awarded another $100 bond this year. Dunlop
stated that he wishes to consider the matter further and bring a
proposal to the Spring Meeting. Bakke commented that it is
important that the research submitted be original—“the man’s first
piece of work.”

Program for the 1960 Annual Meeting was the next order of
business. Dunlop called for suggestions. The Secretary-Treasurer
commented that the office always gets pleas to put new people on
the program. He urged that since the meeting is in St. Louis, we
try to get Midwest and Southern people on the program.

Various suggestions were made: the topic of inflation; a single
unified theme for the whole program; organizing it around one or
two forthcoming volumes ; alternatively, using one topic (such as the
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public interest in collective bargaining) as the theme of the special
volume, then using the program to give a platform to new ideas on
some subject. Dunlop called for suggestions of people, and the Board
authorized him to work out a program.

Weinberg proposed that a single slate of candidates be presented
by the nominating committee, instead of requiring two names for each
vacancy as is now the constitutional provision. Dunlop said that any-
thing such as this requiring an amendment to the constitution should
be brought to the May Board meeting for presentation to the annual
business meeting in St. Louis. It was suggested that comment on
this matter be invited in the next Newsletter.

Dunlop made the following committee appointments and assign-

ments for 1960 :

Committee Personnel Duties
Newsletter Ronald Haughton, ch. | to report on the present
Joseph Loftus Newsletter and policy for
David Johnson the future
Membership Ross Stagner to consider ways of ex-

Vol. on Public Policy
and Collective Bar-
gaining

Vol. on Technical
Change

Milton Derber, ch.
Edwin Young

Joseph Shister, ch.

H. D. Woods
James Hill
Peter Henle
Leo Teplow

William Haber, ch.

Nat Weinberg
Edward Cushman

panding membership, us-
ing lists from AEA,
Sociol. Assn., etc, re-
porting at May meeting

to report on Chapters
and chapter assignments,
etc., in May

to report on Chapters
and chapter assignments,
etc., in May

Meeting adjourned 9 p. m.



206 INDUSTRIAL RELATIONS RESEARCH ASSOCIATION

KELLOGG, HOUGHTON AND TAPLICK

CERTIFIED PUBLIC ACCOUNTANTS

Insurance Building
Madison 3, Wisconsin

December 24, 1959

Executive Board
Industrial Relations Research Association
Madison, Wisconsin

Gentlemen :

We have audited the cash receipts and disbursements of the Industrial Re-
lations Research Association for the fiscal year ended November 30, 1959 and
submit herewith our report consisting of this letter and the following exhibits:

Exhibit “A”—Statement of Cash Receipts and Disbursements for the Fiscal
Year Ended November 30, 1959

Exhibit “B”—Comparative Statement of Cash Receipts and Disbursements
for the Fiscal Years Ended November 30, 1958 and November
30, 1959

Exhibit “C’—Bank Reconciliation, November 30, 1959

The available cash resources of the Industrial Relations Research Associa-
tion on November 30, 1959 totaled $15,907.23, consisting of $10,907.23 on
deposit in the First National Bank and $5,000.00 invested in the Home
Savings and Loan Association. These balances were confirmed directly to us
by the banks.

As is set forth in Exhibit “A” and “B”, the cash receipts for the fiscal
year totaled $15,448.63 and the disbursements totaled $15,016.35. The receipts
exceeded the disbursements by $432.28. The cash receipts in the 1957-58 fiscal
year exceeded the receipts of the 1958-59 fiscal year by $1,151.87. The disburse-
ments for the 1958-59 fiscal year exceeded the prior years’ disbursements by
$681.21.

The cash receipts journals for the various classifications of income were
footed by us. The cash deposited in the bank or used for cash disbursements
was short of the recorded receipts by $140.03, and we were not able to identify
the reason for this shortage. The cash shortage is shown as a separate item of
disbursement in Exhibits “A” and “B”. All cancelled checks returned by the
bank during the year were examined by us and traced to the disbursement
records.

In our opinion the accompanying statement of cash receipts and disburse-
ments fairly present the cash transactions of the Industrial Relations Research
Association for the fiscal year ended November 30, 1959.

Respectfully submitted,
KeLLocs, HoucHTON AND TAPLICK
Certified Public Accountants
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INDUSTRIAL RELATIONS RESEARCH ASSOCIATION
Madison, Wisconsin

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
Fiscal Year Ended November 30, 1959

Cash Balance, December 1, 1958............ccccceoviiiiiiiene $10,474.95
Cash Receipts:
Membership Dues..........c.cocooereieiireeicie e $10,771.00
SUbSCLIPHONS ....eee e 672.00
SAlES ot
Mailing List
I. R. R. A. Conference...........cccccooeremmrmrenrnrrsrsnnnns 1,497.25
INEEIESt ..ottt 175.00
Miscellaneous ............... 16.10
Royalties ......ocovvicinnnnee. ... 45001
“My Fair Lady” Tickets.......ccccocoovvvviiviviiecriicnn. 145.20(*)
Total ReCEIPLS........coooivveeeeieeeeeeeeee ettt ees 15,448.63
Total Cash ..o, $25,923.58
Cash Disbursements:
Secretarial Salaries...........c.ccccoorvririneeinnernree e $ 1,985.24
Social Security TaxXes......c.ccccooooiiiimneiiinineieeeieeeens 43.43
Printing 419.50
Postage 805.00
Services 234.18
Publications ........... 8,668.23
SUPDHES ...t nes 132.00
Travel, Conference and Meeting Expenses........... 2,036.18
Telephone and Telegraph..........cccoovvvrivrvnnnnn. .. 215,34
Cash ShOrt......cooooviiccee et 140.03
Audit EXPense........cccoooivieeininrrernieeteeesisesnesesnnns 70.00
“My Fair Lady” Tickets..... ....cccooooriiieiieirennne 194.60
Miscellaneous .........cccococoeeeveeriereiecereeernere s 72.62
Total Disbursements............c.ccccooovvrrrvrrermrnrenenneee. 15,016.35
Cash Balance, November 30, 1959...........cccoooevevrvernerernnne $10,907.23

(*) In addition to receipts for tickets in Dec. 1959.



TWELFTH ANNUAL MEETING
Washington, D. C.—December 28-29

PROGRAM
Mayflower Hotel -

MONDAY, DECEMBER 28

9:00 a.m.-5:00 p.m.—Registration (Promenade)

SessioN I—9:30 a.m.-12:00 noon (East Room)
TraE INCIDENCE OF PERSISTENT UNEMPLOYMENT

Chairman: Eveline Burns, New York School of Social Work,
Columbia

Paper: William H. Miernyk, Director, Bureau of Business
and Economic Research, Northeastern University, The
Incidence of Persistent Unemployment

Discussants: Robert L. Aronson, Cornell University
Jacob J. Kaufman, Pennsylvania State University
Myron S. Silbert, Federated Dept. Stores, Cincinnati
W. L. Ginsburg, Dir. Res. & Eng. Dept., Int. UAW,
Detroit

Sess1oN I1I—9:30 a.m.-12:00 noon (Williamsburg Room)

HeaLTE PLANS IN COLLECTIVE BARGAINING: RESPONSIBILITIES
OF MANAGEMENT AND LABOR FOR MEDICAL CARE

Chairman: Anne Somers, Haverford College

Papers: 1. S. Falk, Consultant on Helath Services, United

Steel Workers of America, “—a Labor View”

John I Snyder, Jr., President and Chairman of the
Board, U. S. Industries, Inc. (and Co-Chairman of
Education of Employee Health, Medical Care, Welfare,
Inc.), “— a Management View”

Discussants: Harry Becker, Blue Cross Association
Sander Wirpel, Inland Steel Corporation
Theodore Ellsworth, Institute of Industrial Relations,
UCLA
208
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SesstoN ITI—2:00 p.m.-4:30 p.m. (East Room)

IMPrROVING THE FEDERAL-STATE UNEMPLOYMENT INSUR-
ANCE PROGRAM

(Joint Session with the American Economic Association)
Chairman: J. Douglas Brown, Princeton University

Paper: Herman M. Somers, Haverford College, The Issues
in the Improvement of the Federal-State Unemployment
Insurance Program

Discussants: Wilbur J. Cohen, University of Michigan
Nelson Cruikshank, AFL-CIO
Russell Hibbard, Director, Unemployment Compensation,
General Motors Corp., Detroit
Clark Kerr, University of California
Richard Lester, Princeton University

Sesston IV—2:00 p.m.-4:30 p.m. (Williamsburg Room)
Tue EconNnoMics oF THE MiINIMuM WAGE

Chairman: Isador Lubin, New York

Paper: Arnold Tolles, Cornell University, American Mini-
mum Wage Laws—Their Purposes and Results

Discussants: Peter Henle, AFL-CIO
John M. Peterson, University of Arkansas
Harry Weiss, Office of the Secretary, U.S. Department of
Labor

SMoxER—9:30 p.m.

TUESDAY, DECEMBER 29

SesstoN V—9:30 a.m.-12:00 noon (Williamsburg Room)
CHANGING PATTERNS OF INDUSTRIAL CONFLICT

Chairman: E. Wight Bakke, Yale University

Paper: Arthur Ross, University of California, Changing Pat-
terns of Industrial Conflict
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Discussants : Arthur Goldberg, AFL-CIO
Thomas Kennedy, Harvard Graduate School of Business
Ross Stagner, Wayne State University

SessioN VI—9:30 a.m.-12:00 noon (East Room)
THE NAaTIONAL LABOR RELATIONS BOARD

Chairman: Martin Wagner, Institute of Labor and Industrial
Relations, University of Illinois

Paper: George Taylor, University of Pennsylvania, Collec-
tive Bargaining Under Government Auspices

Discussants: Guy Farmer, Washington, Former Chairman,
NLRB
Morris Glushien, General Counsel, ILGWU

LuNncueEoN—12:00 noon—Memorial to Selig Perlman and Sumner
Slichter (State Room)

Presiding: William Haber

Tributes: Philip Taft and Ben Stephansky (Perlman) John
Dunlop (Slichter)

SessioNn VII—2:00 p.m.4:00 p.m. (Williamsburg Room)
UnioN PoLicIEs AND INDUSTRIAL MANAGEMENT

Chairman: John Dunlop, Harvard University

Paper: E. R. Livernash, Harvard University, Brookings Re-
search Project on the Influence of Unions Upon Manage-
ment: A Reappraisal of Union Policies and Industrial
Management

Discussants: Ralph H. Bergmann, United Rubber Workers
Leland Hazard, Pittsburgh Plate Glass Co. and University
of Pittsburgh
George P. Shultz, University of Chicago
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