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MR. MASERICK: . General Holman, dlstlngulshed visitors, and -
gentlemen: Down through the decades of history, conciliators,
mediators, and arbitrators have sought, without success, something
which would establish peace and harmony permanently between management
and lazbor. Our speaker this morning, ir, Thomas G, Spates of the
General Foods Corporation, wes awarded the first. Award of lerit from
the New York Personnel Fanagement Association for outstanding per-
formence in the field of personnel relations., He has an important
message for management, In his lecture this morning, we have asked
him to tell us how management can retain the confidence it has and
how it can regain the lost confidence of the worklngman. His lecture
is entitled "Industrial Helatlons." - :

I take thls opportunl by of presentlng to the Industrﬂal Collepe
of the Armed Forces and to our visitors, Mr, Spates‘ ' :

MR. SPATES: - Members and guests of the Tndustrial College of the
Armed Foré¢es: During my civiliad career, I have had accorded me by
the mllltary establishment many honors, I feel one of the greatest
of them is the or1v11egeof‘address*ng you today.

I am going to start this lecture of mine thls mornlng by
describing to you a cartoon., It is not a Valentine cartoon, This
cartoon shows the employment office of the "Gimmick-Gilligan
Corporation,” 1In this employment office sits the emplorment manager
and a candidate for g positions The emplOJment manager is saying to
the candidate: "When tired, we have a company rest room., Vhen sick,
we have a company doctor, When you ‘wonder why you ever took this
job, we have a company psychiatrist.”:

So T ask myself, in your presence, what ;s this JOb that I under-
took to do this morning in about 35 minutes?

The sp601floatlons of this job assignment read: "Management must
be more constructive in its efforbs to win back the lost confidence
of the worklngman. It should. intensify its efforts to promote job
security and job satlsfactlon for the individual worker. Such a
program should prov1de maximum skills, maximum employee contentment,
and reduce. to a minimum a recurrence of World War II problems in the
next emergency." That seems not to leave any rcom for comment with
respect to the place in that assignment of the leaders of the armed
forces, but I promise you that you are not going to escape.,
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I have a firm belief that it is just as importent for this
audience to know from what point of view I address myself to that
assignment as it is to know what I say about the assignment.
Therefore, let me tell you from what point of view I address myself
to this subject. It is a very brief analysis of what has been taking
p2ace in our social-economic 11fe ‘since the beglnnlng of the perlod
of 1ndustr1allzatlon. , .

I characterlze the first decade of wndusbrlallzatlon as a perlod,
when business and industrial leaders were in the driver!s seat, and
they successfully maintained a mretty good polltlcal alliance w1th
"the Government. The things that charscterized this alliance ‘between
the Govermment and business and industrial leaders in the first ‘
decades of -our 1ndustr1allzatlon were exploitation of national
resources and exp101t¢t10n of humsn resources, primarily for private
profita. : :

A commentary on those early decades appeared in ”The New York
Times" on 29 Janvary 1950 in an article which said: "The outlock
of these men is as black as the coal they dig, Their minds-are
dominated by memories"--and I underscore the word'memories'-~"of-
the days when the companies ovmed everything in the mine patches,

~ including the miners, and exercised their omership with brutal dis-
regard for human rlghts.” That is a commentary from one section of
our industrial life on some of the charrcteristics of the early
decades and the alliance. that was successfully maintained between
industrial leaders and our Government for the exploitation of human
resources, primarily for private profit,

Then came the longest and deepest economic depression in the
history of our country, and som¢ other leaders took the driver's seat,
Since gbout 1932, our socialweconomic 1life in the United States has ‘
been dominated by an alliance between labor leaders and government,
paralleling the alliance of the ecarly decades. - The years of this
alliance between labor leaders and government have been characterized
by fallacious economic proctices,

From that brief analysis--or diagnosis, if you wille-of the
background against which we shall discuss this subject today, I
conclude that the prlmary problenm facing us in government, education,
and industry is leadership--improving the quality of lbadersh;p :
rather than changing radically the system under which this leadership
operates, I think it is not wnrealistic to say that we have been ,
w1tnes51ng, for entirely too long a time, abuse of power, and we are
in many of the difficulties we .2re in today because of that abuse of
power, Therefore, when I put the emphasis on improving leadership,
I mean just this: We shoula do more about developing leaders who know
how to use their power for their own and the common good. And this is
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where I do not ‘excuse ‘the’ armcd forces and our Natimnal M&lltary

~ Egboblishment. In their entire educational process at Annapolis and
West Point they have the same problem that business and industry have
of develeping: leaders who know how to use thelr pover for their own
and. the common good. Ce

By 1mprov1ng our leadershlp, we are’ bound to get a restoratlon of
conf1dence-and it 1is confidence which we 16st as a result of the
depression beglnnlng in the early thirties, T would sibmit to you for
the purposes of your further consideration the observatlon that this
great yen for security on the part of everybody at somebody elsels
expensé has its origin in the lack of confidence, or the destruction of
confidence, whlch'was generated as a result of thls long and deep
depression.

When I talk about leadership, I am not talking about a lot of
platitudes; I am not talking about télling a prospective or a present
leader that he should have the gual lities of loyalty, tzct, self-control,
'~ courage, Justice, and falth I am talking about courses of education -
and training which will give to our present and prospective :leacers
‘the know~how and the ways in whlch they may’ conduct themselves'in
relationship to the people whom they direct, so that they will establish
a feeling of confidence and 2 reputation for good 1eadersh1p for which
. we have such a tremendous need. : :

From this point on, I will rely upon you to draw some parallels
between what I have to say about industrial and business leadership and
leadership in the armed forces,

- The standard of leadership in industry ahd business that I-<am °
talking about is one that accepts a sense of soeial responsibility, I
think it is valid to generalize to this extent with respect o business
and industrial leadership todayr. There are leaders who still proclaime-
very seldom publicly--that they are in business for the sole purpose of
maeking a profit, By contrast, we have a group of leaders who are
inclined to sayh—publlclyh-that they are in business not solely for
the purpose of making a profit but because 6f a responsibility to
conduct the business in the best interest of ovmers, customers, and ,
employees. That is what I mean by an acceptance of 3001al respon31b111tyo
‘I megn a sense oerespon31b111ty thet does not weit for an arbitrstion |
board or.a fact-finding cormission to persuade a oompany or an 1ndustry "
that it should voluntarily make some provision for'the 0ld age of its
employees. I am talking about an industrial and bu31ness lesdership that
has a set of principles of personnel administration ‘that it is w1111ng
toreduce tOWWriting and m?ke ﬁvailéble tO'all.

I'might add. here, somewhat oarenthetlcolly, that durlng my two years
as a member of g personnel advisory council to the armed forces I was

3
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one of theadvocates of a nubllshed rcduoeduto-wrltlng policy for the
Department of the Army. ihen I looked beck to my serivice -as a private
and a second lieutenant in World War I 'and the ex rperiences.'I had had .. 0
in the United States and overseas, I wes forced to the coneclusion: then..
that the personnel policy of the Army was "treat them rough and tell -

them nothing." That conclusion came out of the experiences I had.had, .
In the absence of 2 reduced-to-writing personmnel palicy, -those on the
pay roll of either government or business have to find out the hard way,
as a result of their cxperlences, what the personnel policy iss I -
understand there is now a personnel policy for civilien employeces of

the Depcriment of Dcfonse, and I am encouragad to believe that someday )
there may be cne having to do m1th militaey porsonnel, .

So that I Shall be somewhat more qpec:a.flc, within the llmltathnS
of the time avallable, 1 am going to read six sSpecifications of sound
organization which should be a part of any perscnnel policy.

- "l. Yhe purposc of the organlzatlon and each purt thereof
should be clearly defined and explained, _ :

"2. Rvery position in the orgenization should be pfescribed
in writing. ‘ ‘ L '

"3, Each unlt of the organization, and the supervisor. thereof |
should be confined to the performance of a single leedlng functlon.._

"4. The span of control of everyone who dlreets the work of =
others should be kept within practical llmlts. '

"5, Responsibility should alws ays be coupled with
corresponding authority.

, "6, A ¢léar and well-understood line of authority should run
from the top to the bottom of GVbTy organize tlon."'

The reason I-have selectéd, from a host of Soctlons on sound

personnel pollcy, these sp001flo tions of sound organization is thﬂt

in my experiences with the armed forces, these are the ones which I1-

have seen andexperienced as being most commonly violated, I have scen
orgﬂnlzatlon charts in va ashington=~=~among them those of ‘the armed’ forces--
which raised many more quustlons than they answered. The most common & -
characteristic of them is dotted lines. You always heve to ask, "What -
do the dotted lines mean?" and I have yet to find an unoquivocal, :
straightforward answer to that question. ' These six specifications-are.
the generally accepted standard ageinst which to test the soundness of
orgenization concepts and structure., You ean be "bsolutc,ly sure of '
“trouble and reduced oroduct1v1ty and morclo When they arc v1olatcd——and
that one T will guar(ntco. ' :

4
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T havc been tr 1k1ng about- thﬂ thlng that is mos+ 1mportant in our -
life, and it goes for all of our- 1nst1tutlons~- n lmprovement in -
leadership, in terms of knov—hcw, thrt can be trensmitted through the
channels of cducstion and treining., Some of the characteristics of this -
" leadershipare a reduced-to~writing set of personnel principles, the ‘
placing iof someone on the payroll to sec to it that those principles are .
enforced, and a very considerzble amount of emphasis, at all levelo, in
all orge nlzutlons, on consultation and eypl?n?tlon,

As I have froquently szid, if I had to rbducc what I am trvlng to.
say here this morning to just two words, those two words would be
"consultation" and "explanation," You men ‘in this room who, as you have
directed the work of others, have practiccd consultct;on -and e xplanation,
know the tremendous satisfactions that you havé gotten in seeing the
results in terms of the splrlb that peoPle put behind the performance of
an a331gned task,

Those of “you who haveé ever bOun engaged in the functiou of personnel
administration, in business or otherwise, know how very difficult it is.
to get across to the highest lovels the fact that good personnecl
administration can produce tangible results, So more and more I am try—-
ing to bring tolaear, in the arguments that I use for improved pcrsonnel
admlnlstr@tlon, evidence #nd support for what I ~an talklng ‘about.

,nght out of the file==and I don't mean the textbook~~ I have brought
with me this morning some material., The first one is from Windsor, Ontario,
It is a letter, dated 17 January 1949, from the union committee to the
manager of that plant, whlch says, among other things: S

"So at this time, with the markets loveling off, we are
making no wage claims and we feel sure that should. our optimisms |
rcgarding prices be unfoundéd, you will, as in past ycars, be
‘ready. to dlscuss 1t w1tn US, .

: "That covers 21l we have in mind at thls tlme, and we trust
that our negotiations will be carried through in the same spirit of
harmony and good will th‘t has prevallcd in all of our prev1ous'u‘
meetlngs L : _ v :

. What ‘that messgge says is that agalnst a buckground of thc uhlngs

I have outlined for you in tcorms of leadership-and social responsibility -
in industrial and human relations, those are the results that can be
achieved., They arc tremendously significant in the light of what we

are seelng almost dal*y on. the front pages of our newspapcrsa

I would expect you to react to that one in térms of, "Miell, that

“was a cinch., You didn't have any trouble at all, You had no problem
because the union took the initiative in making it easy for you."




(149 RESTRICTED

All right, The next one out of the file is dated 13 October 1949,
As egainst the one T just mad, which had no demands, I have beforc me a
list of 22 demands made to the management of one of our opecrations by
a‘union which is supposcd to be tough. These 22 demands mre for the
union shop, a genersl wage inereasc of 18 cents, 3 wooks! vacation for
15 years service, payment by the company of half of the cost of the '
hospitalization plan, and assumption of the full cost of both.the - o
ihsurancé plan and a pension plan which costs two and a half million: A
dollars a year, ctc., etc,-*adding up to 22 demands,” We will say it
is a relatively tough union, as the terminology goea, and they "mean
it." Agein against the backgbound that I have reviewed for you, a
“background of years of painsteking effsrt to do some of the things that
I am talking about, you find yoursclf in the presence of a union comittee
‘that says, "We are wery serious about these 22 demands." Well, what &
you do about that? ' : ' -

You prepare a set of charts. This is a process of comrmnication and
information, and in these charts you find, generally,-the economics of
- this particular business. To put it somewhat briefly, these employces
and their representatives are taken into the cronfidence’ of management |
in terms of the problems that management is up against and the problems
that they, too, are up against in the cconomics of this situation,

The unfortunrte thing is that this relatively simple procedurc is
also relatively rare. '

What were the results? The results were that, in the process of
negotiation, the union committec withdrew all its demands cxcept a
minor administrative one, and the contract was signed,

You might think that the union leadership would foel a bit
embarrassed—--perhaps even ashamed--because it had not gotten any one
of the important demands. Yet, by contrast, the president of the local,
who is one of our employees, had published in the newspapers, in the
face of what you might have considered a disastrous defeat for the union,
the following statement--and this is out of a newspaper: -

"The union is sincere in its belief that, if the kind of -
attitudes and the degree of mutual respect existing between manage-
ment and the union at ... (blank-~no plugs) oxisted gencrally, there -
would be a much hedlthier labor situation throughout the Nation.

. then now prevailg."

From this diary of collective bargaining I now turn, for my ncxt B
case example of results to be achieved by the prectice of sound personnel
principles, to an illustrstion of what can be accomplished through the
processes of training, '
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" As a result of some of our own studlcs and studlus mede by other
companies, we ceme to the conclusion thet 80 pcrcont of the things thct‘
gowrong 1n cur organization==and I would say in yours as well~=are. due
to people~-get that; not acts of God, for example=-who cithor don't
know, can't do, or don't care, - Rcflect on that for a rioment, nghty
porcent of thc things that go wrong in thc armed forces, in General ,
Foods, and so forth, arc duc to people whe either don't know, can't do,
‘or don't’ care.. And trﬂlnlng is tho only kn~wm mcdlum whcrcby you can
£ill those gepse : :

Here is my illustrations I am awere thet in the armed forccs there
may not be a gigantic problem of- aﬂc1dunts, but in our company there is
a magor problen of accidents, It is a human problen and it is an
econtmic problem, In 1945, we came to the reallzatlon that the accident.
frequency rate—-if that is technical ond some of you don't know what it
means I will tell you later;--in our corporation, across the country,
was 22, Hhv1nglaecome conscious of the problem and knowing from other
expericnces the power of trﬂlnlng, we tried training app¢1ed to the
problem of accident- prevention. e wound up in 1949 with dn accident
frequency rete of 6, as compared with 22 in 1945, éven though in that
time the exposure had been increased by 48 percent,

Th@m frequency rates are TCflOCtbd in workmen's corpcnsutnon costs,
In'a similar time, our workmen's compensation loss ratio. went from
80424 10 B4ek and saved a very censiderable amount of money in.
Workmen s. compansatlon forthe corporatlon as a mholoD

That is money in the till as a result of applying the metheds of
training to the problen of accident prefention, And if you can do it
in that .field, you can do. it in any other field where things go vrﬂng
for the three rtasons I prev1ously rantloned.

. HEre is my last 1llustr tlon of what can hHappen as a result of the
things I summarized for you and which T think arc: just as applicaeble in
the armed forces as they are in 1ndustry Down in the Maf¥yland Peninsula,
we. have a chicken procc581ng plant, It was built in 1945, and the
engineers who built thet plent said that it would have a daily capacity
of 32,000 chickens processed. In 1949, that plant processed not 32 ,000,
the maximum for which it was built by thc engineccrs, but 65,000, an
increase of 100 percent, with a 57 percent increasc in the nurber of
people on the pay roll. That result is a consequence-—and the hard—
boiled line fellows would tell you thig-~of the application of the
things I have been talking sbout. And hcre is a note out of the file:
"The dircct lebor cost per unit of finished product has shown a constant
decline. even though wages have been increased every year, including 1950,"
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Then let me rcad this little humen-intercst story from the Maryland
Peninsula chicken plant, on whose pay roll mest of the employecs arc
Negroes. We have a°practice, a2t lcast onee a year,. of answéring the -
employee's question, "How am I doing?"  We call it a performance rcview.
I explain that so you will get the import of what I am abcut to recad,
During 1949 we completed performance reviews on every cmployee in the
plant, and one of the Negro boys, who had spent several years in the

“Army, wrote on his performance review: "This is the first time in this
part of the country that I have had the experience of being treated like
an American citizen," ' ‘

I doubt if you need any more, Having in mind that the vast number

- of people on that pay roll are Negroes, and getting a reaction like that,
I think you would agree with me that you don't need any fancy gadgets in
order to increase productivity and production., That message says to us
that the hearts of the people on that pey roll are being given to the
Job, -in addition to their hands. Their hearts are back of it, and that
is what you get when you practice .sound principles of personnel '
administration; it does not make any difference where or with what kind
of people; we deal with all of them, including a thousand natives in
the Philippines, ' 8 S

I anticipate a guestion on your part: "Why so much confidence in
the results to be schieved by the use of these principles and incentives
of personnel administration?" Here is my answer: Because they are so
universally acceptable th-t no one deres oppose them; because there is
no satisfactory substitute; because they reduce the costs of operating
a business and thereby contribute to the long-term economic advantage
of owners, workers, and customers; because they increase productivity
and thereby help to raise standards of economic well-beings because

~ the record still supports the conclusion that Amerieans prefer those
principles and incentives to unionism; because they help to medt
the paramount challenge of our time~-this is where leadership comes in--—
~ that péople at all levels of human organization everywhere, including
the armed forces, may get spiritual as well as material sabisfaction
from their work experience; because they stend today as the last bulwark
~of defense against the spread of federalized paternalism and- imperialistic
communisme : - : ' ’ .

Last October I was in England, and there was on a program in which I
- participated a lajor General Douglas N, Wimberley, He told me afterwards
' that he was the fifth generation of professional soldiers in his family,
He is now serving as the principal of University College of St. Andrews
at Dundee, At Brighton, Fngland, in Ogtober,: he made this statement:
"Our generation is probably the best educated, the healthiest, and the
mogt socially secure in history, but it is undoubtedly also the most '
frustrated and the most confused,” :
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I thlnk that observation carries equal foroe in the United States:

- of Amerlca, because the confidence that we lost . in the early thirties ”"~
has nover been restored. Atd my effort this morning has been o glve

you. at 1east a partlal dlagn031s and prescrlptlonn ,

Thank you very‘much.. _
MR..MASERICK-~ We are ready for questlons.'

. QUESTION: Mr. Spates, during the early portion of your talk, you
made a remark about the alliance between labor and government that
started in 1932, Notwithstonding your last remark that the confidence
lost in the early thirties has not bcen’ restored, do you consider the
alliance to be a continuing ‘healthy one, or has. 1t ‘grown too much in
favor of labor? ’

MR, SPATES: I think I dealt with that when I said that first under
predominantly business lesdership and then under predominantly labor
leadershlp we have had sbusé of power. 1W'1ntcrprotgtlon of abuse of
power is fallure to use power for one's omn and the common good°

I might add to that by saying that many of the things we are
contendlng with today resolve themselves into the differcnce botween
the short view and the long view. I think that, in recent: years, meny
decisions have been made and actions taken by 1ﬂadcrs off organized
labor, encouraged and aided by lecaders of goverrnment, that have seemnd
goed for the short view and not good for the long view.

_IS that an adequatec answer to wour guustion?
QUESTIONER: Yos, thank you,

QUESTION" Sir, I refer to a remark you made which may not have
the implications that I read into it. .You said that, if these policies
you propose and acvocate for mgnagemcnt, which certalnly seen to be
very fine policies, are ‘adopted, then, as I understood you to .say,
labor would prefer that 51tu9t10n to unionism., Does that mean that, if
these policiecs are pursued, you belicve that unlonlsm~w1ll gradually
disappear? If so, do you congider that d631r@b1e°

. MR. SPATES: What I said is--and I have, believe it or not, ‘cven
“in thls brief case, a mass of documentation to support my.statcement,
but which I assume we don't heve time to refer to-- that the record
still shows thet Americens prefer high stendards of personnel T
administration to unionism. So we are in agreement on what I said.

And from the record teken from statements by lcaders of organized labor
and unionized Workers, I can support that observation, I could cite
plenty of examples in support of it if the time permitted=-and I am not
ducking that because of any llmltgtlons on my time. , .
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Your further question was appromimetely this: Assuming these. high
standards of persbonnel saldministration to be more and more extensively
applied, would unionism disappear? The short answer to that question,
I think, is "no," I would cxpcct thet there would always be a==the
first word that comes to my mind is residue~-of orgenized labor, Also,”
no one in this room will live long cnough to see these. principles of
personnel administration universaldy applicd, because the tokk of
developing and training leaders who are enlightencd enough.to use these
principles is a long, long job. On the obther hand, I do answer your
question and say that where thesc principles of personnel administration
have been applied, the union leaders themselves tell us they have not
been gble to persuadc the workers to join theom.  Also, we have an
increasing number of ¢ amples where, having unionism and then the L
persistent and sincere use of these principles over o considersble
period of time, the ecmployees have decided that they do not need the -~
force of collective action or unionism.

- One of the lessons I have had to learn in terms of whet I am
talking about now is the length of time it takes to re-establish
confidence. The only modification I would make now of some beliéfs
I had some years ago is that it takes longer than. I had expected,

Since I have answered the second part of your question by sajring
that unionism will not disappear, I will change the third part of -
- your question to this extent: Assuming that unionism diminishes rather

than disappears-~and I predict that it will diminish where these
principles are more extensively epplied, because there is plenty of )
evidence to .support thate-then you ask'me, "Is that a good thing?" T"
am not the one to answer that question, and putting it that way is not
for the purpose of evading an answer to your question. Whether or not
it.is'a good thing, I dn willing.to have the workers. of the United
States decide, because the decision is in their hands, The people

on all the pay rolls of the United States--government pay rolls and:
the pay rolls of our cducational institutions as well as the pay rolls
of industry--are still unrestricted in their right to answer thet

question, and they are the ones to answer it.

From my experience, I might drew the inference that more of the
good things of 1ife, or the more sbundant life, seem to be enjoyed by
the employces who work under these principles than those who work under
‘unionism. That is the message they give me.

The other answer is perfectly obvious, If unionism were the
answer ‘to the things we are talking about, unionism now being as
extensive as it is, presumably we would have industrial peace now, -
But that does riot seem to be true even in our industries that are. - i
most highly organized, We used to be told, "This CIO leadership is~ =
relatively young., Until they sow their wild ocats you cantt expect
anything but trouble.' .But we have old, experienced labor leaders who

give us trouble just as the youngsters presumably do,
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 Also, if wages were the answer, as some industrialists, as well

as organized lasbor leaders, seem to believe, then we would have industrial
peace now, because wages are the highest they have ever been. By contrast,

we have our worst and most recurring labor troubles in industries that
not only pay high wages but have boasted about that fact., We don't
solve qualitative problems by quartitative metheds, and this is a
qualitative problem, This is a problem of the spirit, and you don't
reach the heart and spirit’of people through quantitative methods;y you
do it qualitatively, Also, the law of diminishing returns applies to-
the quantitative method, as we have seen so clearly demohstrated ih
the last few years. o ‘ L : '
QUESTION: But don't you think, sir, that the qualitative method
thrives sometimes under the spur of the quantitative pressures?

MR, ‘SPATES: Your Quéstion.implies that YOu.thihk so, I am-
willing to have you do so. . - S : o S

. QUESTION: Sir, I am, at times, confused by the thinking of labor.
In the case of the company you cited in your tslk that dealt with the -
tough union, I believe youstated that it was the policy of that company
to keep the employees well informed, -If the employess were adequately
informed, why would the union make 22 demands in the first place?

MR. SPATES: I am going to choose my words pretty carefully on ;
this one. There is a difference between the motives and interests of
employees and the motives and interests of those who are engaged in
organizing them and keeping them organized. One way of rutting that
is: Do you deal with your employees through the union or do you deal
with the union through your employees? We would not sit down to a -
bargaining session except in the presence of some of our own employees.
Some very interesting things result from that procedure. Also; that
is effective in reaching the union and the leaders of the union, as
distinguished from your own employees, We have had three cases in
which the union committee of our own employees tossed the business
agent of the union out., They just would not let him ih bhe meetings
- any more because they didn't like the way he was conducting himself,

. "I have a hunch that trere may be something lingering in your -
mind, Let!s be completely frank about it, The union that you have
picked from my case material came into being because of the malpractices
of personnel administrstion in that plant of ourss. I could spell out
for you the things that were being done which the management should not
heve done and which persuaded these employees that they needed the force-
of collective action to bring this management to its senses. So from
my point:of view, with complete justification, the union same into
being and felt it had to be tough and throw its weight around., That
was some years ago. In the meantime, there have been some changes in
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persomnel at the management level, and there has been a more sincere
and conscientious use of some of the principles I have been talking
about., This has had its influence on the employecs, but hes not been
very effective «so far as the business agent of the union is concerned
because he is in the business of organizing znd keeping them organized,

I might add that, in the same piece I rcad f rom, therc is a
" quotation——it 1is a longer onc¢ and I did not use it--=fron the inter-
national representative of the union in which he compliments tho
management on doing a swell job of kecping the employces informed.

Does that answer your question preotty well?
' QUESTION: Yes. -

COMIJENT: T think you would be interested in a remark I heard
when you concluded your talk, I heard someone around here say, "He's
.got a lot of good points," I think all of us feel thet way, and that
this idea of farsighted, progressive leaders will furnish an answer to
,,,,, stopping devastating strikes, ‘ :

QUESTION: I am interested in how you are.able to get members of
the employees at large in on your union nogotistions, If the union
insists that it is the sole bargsining agent and the representative -
of the employees, that would preclude free mixing of the cmployecs, .
would it not? How do youget sround that? .

MR, SPATES: If I recall my own rcmarks sccurately, I can see
wherein I might have. somewhat misled you there, TWhat we insist upon
is that, when a union comes into being and- begins, through collective -
bargaining, to represent the employecs, the bargaining teke place in
‘the presence of representatives of employecs and not exclusively in
the presence of the business agents or the international representatives.
This mesns that a group of our ovm employccs~-thoy may be 4 or they may -
be 12, according to the size of thé organization==-is on the receiving ‘
end of everything that takes placde. -We usc the following phrase in our
shop: "Influence the influencers.' _These employces, from 4 to 12,
representing the body of employces, mre their influencers,” If we can
influence them, then they carry the word back. That neans, in answer
to your question, that wé don't broadcast what takes place in the
meeting to all employees. - O the other hand, we do keep every level
of management and supervision currently advised as to what takes placc,

‘There have been. circumstances when we folt management's point of
view was not being adequately transmitted through the union channcls
of comrmnication and we have commmnicated the situation directly.
- That might be where the union has taken a strikc vote and we have.
reason to believe they meen it and that is serious, If there is any .. .
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chance tha* a1l the- employos aro not cleﬂrly and udoqu tely informed ™

in such'a is1tuct10n, we go to them with a mlmeogrephed letteér of
communi cation. However=-snd this is importent becsuse there are
industriel leaders who hear abott these. rmimeographed letters of
communication from the manager to the employecs and start using them
only when they are in trouble~-we would never use then in a tlght or:
difficult situation -if they had not been used months or years in advance
in sharing with a1l the employeos ‘the probloms and the progress of the "
businesss’ Our plant managers send pcrlodlcolly,‘at ‘their own discretion
and Judgmont mimeographed letters to all the employe os, telling then
the problems and the trials and tribulations, why such and such a line
that was supposed to get under way the first of February was delayed

and won't click, with management occasmonally acknowledglng some of

its mistekes, : ;

Is that clear°
QUESTION*' Yes, 81r. g

QUESmION: I believe it is a policy of the armed forces that the
contracting officers keep out of disputes between labor and management.
On the other hand, I believe that contracting officers guite frequently
hear labor's 31ae, and the labor relations people from management come
over and cry on his shoulder, too, Would you glve us your-thought as
to what should be the attitude of ‘conbracting officers in the ﬁrmed
services in the case of 2 labor-manugement dispute?.

MR, SPATES: - I willagk you to accept these as my personal views
in answer to that question, because it could be argued that I am not
quallfled to answer, that I should duck it and pass it to somebody
else, . However, my personal view is that if you and I were in a
situation of that kind, and I was in a position where I was supposed’
to ‘give you some adv1ce, I would say that you should do everything
you. can to make your contrlbutlon to the reestabllshment of - satlsfactorj
relatlons. ' : . : . I

. QUESTION: It has seemed to me thpt most people are more afraid
of unemployment than anythlng else, and it is in that area . that there
is less confidence, Also, . satlsfactory emnloyer—employee relotlonshlps ,
are not likely to exist where there is.a large labor turnover. Would
you dlscuss tha+ problem” : o

MR. SPATES- That is-a questlon of very broad implications, but’
I will give you my point of view. It is that the honest thing to d.oy
in the face of the contlnued existence of c“pitﬂllsm in this country,
is to say that there is no complete solution to ‘the problem of
unemployment short of giving up all our freedom: I think those who
proclaim thet under a system of oaplt 1isme-and let us say that it is
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a highly reformed capitsalism es cOntrgstéd to that of 20 years ago,
they have a solution to the.problem of unemp]oymunt are deceiving :
people. The only ploce where the problem of unemployment hns realLy R
been solved is Russia--ag you know how, :

We must t(ke our ChOICe as 1o whether we want to llve and work
under "reformed capitalism'" with its ups and downs.of economic. life
resulting from the decisions we all meke to buy or withhold our: purchases
from the market or under a dictatorship which eliminates ‘unemployment -
by eliminating freedom of choice and compctltion.

I have so’much faith in the things I have been talking about ‘
that I am sure, if-you are honest and straightforward and keep '
employees informed, then you have appealed to something in them which
makes them Wllllng to join with you sympathetically in these ups and
downs of economic life inherent in capitalism, which is a system of
free choice of buying and withholding purchasess These things I am
‘talking about help everybody on the pay roll to keep his chin up even
~when the going gets tough. - They promote within the people on our pay

- roll faith in the integrity, character, and moral-standards of their
. leadership and provide the confidence to rlde out the storm without
drawing on what I referred to carller as federalized patcrnallsm.

QUESTION: You have not mentioned anjthlng about the participation
of lsbor in the profits of indrstry. Would you give us your comments
on that question? I believe a couple of techniques hove already been
offered, One of them is called the Scanlon Plan,

MR.” SPATES: That is a huge subject in itself, and it is a subject
of which, right now, I am engrged in making ¢ study because the chief
executlve officer of our company asked thet it be done, I decided I
was the one who would like to do it. '

As a preliminary to my getting into this  study, I attended; in
New York, on the first andesccond of December, two full days of 2
conference of the Council of Profit Sharing Industries., As I sat
there, I reminded myself that sometimes I had been called an evangelist,
and I realized that, for two days, I was in the presende of a group of
super evangelists, One ‘after another, these fine people, represontatlves'
of many industries in the United States, arose and ropoatud to the
audience that the answer to industrial peace lies in sharing tho profits,

I am far from reedy to render a reportito our chief exccutive
officer, I am Jjust in the middle of +this study. But here are thc
things thot have impressed me so for, First, the leader of the business
must belleve in the phllosophy of proflt shgrlng. Then he: goes about
developing a plan-~end there are no two a¢1ke-—for the saaang of proflts.
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I cammot help but be impressed by these facts: The vast majority
of companies in the United States with formal profit-sharing’ plans
are small, under 500 employees, and they are prlvately owned, with
either mo stockholders, or the stock held by a very close group,
board of dlrectors or members of the family.

That seems to raise a question as to whether. or not the phllosophy
of profit .wharing is applicable to larger companies, I know some of
you are thinking of a few large companies in the United States that do
share profits, but the vast majority of them are small, It raises the
question as to whether or not a company which is owned by tens of
thousands of stockholders is one in which the philospphy of profit
sharing should be applied.

I am in the process of asking some questions about it myself,
but I did have this strong conviction as I listened to those speakers:
A1l that they claim for profit sharing would be accomplished by
sound principles of personnel administration without profit sharing.

I am sure you would counter and say, "Well, suppose I dedicate myself
to the application of sound principles of personnel administrations
Would you then saythat I should not have profit sharing?" 4And T
would say, that I don't believe you need it to get the results which
these people claim for profit gnarlng, ,

- MR+ MASERICK: Mr, Spates, on behalf of the Industrial College
of the Armed Forces and out visitors, I thank you for a very stimulating
+ and enlightening lecture this morning.,

(22 March 1950-350)MG
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