
 ESTI  ¢TF D 1393 

INDUSTRIAL P~ELAT! OI'T S 

14 February 1950 

CONT~ITS 

Page 

INTRODUCTiON--Nm. Albert L. ~,~aserick~ Member of the Faculty, 
IC~ ................................................ . I 

SPEAKER--I~o Thomas G° Sp~tes~ Vice President for Personnel 
Administration General Foods Corporation I o m ~ o j ~ e l o ~ e o e l  I 

GENERAl DISCUSSION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9 

Publication No. L 50-92 

INDUSTRIAL COLLEGE OF THE AR~D~ FORCES 

Washington~ D. C. 

 ESTR CTZD 



.~ o q. 4 



X STX CTED 1895 

!NDUSTP~IAL RELATIONS 

lIFebruary 1950 

~i~. L~SERiCK: General Holman~ distinguished visitors, and 
gentlemen~ Down through the decades of historyj conciliators , 
mediators~ and arbitrators have s,ought, %~thout success, something 
which would establish peace and harmony permanently between management 
and labor. Our speakerthis morning~ ~[r. Thomas G. Spates of the 
General Foods Corporation, was awarded the firstAward of Merit from 
the New York Personnel }~,,anagement Association for outstanding per- 
formance 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 workingman. His lecture 
is entitled "Industrial Relations." 

I take this opportunity of presenting to the Industrial College 
of the Armed Forces and to our~[sitors, Xr, Spates. 

}(R. SPATES: ~Jlembers and guests of the Industrial College of the 
Armed Forces: During my ci'~ilia~ career, i have had accorded me by 
the military establishment many honors. I feel one of the greatest 
of them is the privilege of addressing you today. 

I am going to start this lecture of mine this morning by 
describing to you a cartoon. It is not a Valentine cartoon. This 
cartoon shows the employment office of the "Gim~N.ck-Oil!igan 
Corporation." In this employment office sits the emplo$ament manager 
and a candidate for a position. The employment manager is saying to 
the candidate: '~When tired, we have a company rest room° V~en sick, 
we have a company doctor. ~en you wonder why you ever took this 
job, we have a companypsychiatrist." 

So I ask myself, in your presence, what is this job that I under- 
took to do this morning in about 35 minutes? 

The specifications of this job assignment read: "Xanagement must 
be more constructive in its efforts to win hack the lost confidence 
of the workingman. It should intensify its efforts to promote job 
security and job satisfaction for the individual worker. Such a 
program should provide maximum skills, maximum employee contentment, 
and reduce to a minimum a recurrence of ~#orld VJar II problems in the 
next emergency." That seems not to leave any room for comment with 
respect to the place in that assignment of the le~ders 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 important 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 
place in our social-economic life since the beginning of the period 
of industrialization. 

I characterize the firs~ decade of industrialization as a period 
whenbusiness and industrial leaders were in the driver's seat~ and 
they successfully maintained a pretty good political alliance ~th 
the Government. The things that characterized this aliiance between 
the Government and businessand industrial leaders inthe first 
decades of our industrialization ~rere exploitation of national 
resources and exploitation of human resources, primarily for private 
profit° 

A commentary on those early decades appeared in "The New York 
Times" on 29 January 1950 in an article which said: "The outlook 
of these men is as black as the coal they dig. Their minds are 
dominated by memori@s"--and I underscore the word"memories"--"of 
the days when the co!r~panies ~*med eve~hing in the mine patches, 
including the miners, and exercised their ~vnership ~aith brutal dis- 
regard for human rights." That is a commentary from one section of 
our industrial life on some of the characteristics 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 count~j~ and some other lqaders took the driver's seat. 
Since about 1932~ our social-economic life in the United States has 
been dominated by an alliance between labor leaders and government~ 
paralleling the alliance of the early decades. The years of this 
alliance betv~een labor leaders and government have been characterized 
by fallacious economic practices. 

From that brief analysis--or diagnosis, if you will--of the 
background against which we shall discuss this s~bject today ~ I 
conclude that the primaryT~roblem facing us in government, education, 
and industry is leadershiD--improving the quality of leadership 
rather than changing radically the system under which this leadership 
operates. "I think it is not unrealistic to say that we have been 
~dtnessing~ for entirely too long a time, abuse of power~ and we are 
in many of the difficulties we are in today because of that abuse Of 
power. Therefore, when I put the emphasis on improving leadership, 
Z mean just this: We should do more about developing leaaers who know 
how to use 5heir po~er for their own and the common good. And this is 
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where I do not excuse the~arm~d:forcesan& our Nati6nal M~litary 
Establishment. In'their entire educational process aZ Annapolis and 
West Point they have the same'problem thet business and industry have 
of developing leaderswho know how to use their power for their o~m 
and the common good. ' " 

By improving our leadership~ we are bbund to get a restoration of 
confidence--and it is confidence which we ,lost as a result of the 
depression beginning in the earlythirtieso Iwould submit to you for 
the purposes of your further consideration the observation that this 
great yen for security on the pal% of everybody at somebody else:s 
expense has its origin in the lack of confidence, or the destruction of 
confidence, which was generated as a result of this long and deep 
depression, 

Wen I talk about leadership, I am not talking about a lot of 
platitudes; I am not talking about telling a prospective or a present 
leader that he shouldhave the qualities of loyalty~ tact~ self-control, 
courage, justice, and faith. I am talking about courses of education 
and training which rill give to our present and prospective 71eaders 
the know-how and the ways in. which they may" conduct themselves' in 
relationship to hhe people whom they direct, so that they v~!l establish 
a feeling of confidence and a reputation for good leadership for which 
we have such a tremendous need. 

From this point on~ !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 and business that !~am 
talking about is one that accepts, a sense of soeial responsiDiiity. I 
think it is valid to generalize to this extent with respect to business 
and indnstrial leadership today:. There areleaders who still proclaim,- 
very seldom publicly--that they are in business for the sole purpose of 
making a profit. By contrast, we have a group of leaders who are 
inclined to say--publicly--that they are in business not solely for 
the pumpose of m~king a profit but because Of a responsibility'to 
conduct the business in the best interest of o~:mers, customers, and 
employees. That is what I mean by an acceptance of social responsibility. 
I mean a Sense of ~esponsibility that doe~'not w~it fo~ &n arbitration 
board or afact-finding commission to persuade a company or an industry 
that it shou&d voluntarily make so~e provision for the old age of its 
employees. I am talking about an industrial and b~sinBs s leadershi p that 
has a set of principles of personnel administration that it is willing 
to reduce to~riting and make available to all; 

I~might add here , somewhat parenthetically, that during my two years 
as a member of g personnel advisory council to the'armed forces I was 
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one of the advocates of a published, reduced-to-writing policy for the 
Department of the Army. 71.~en I looked b~ck to myssr~iceas a orivate 
and a second lieutenant in Yorld War I and the experiences I had had 
in the United States and overseas, I ~ms forced to the conchsion then: 
that the personnel policy of the Zrmywas "treat them rough and tell 
them nothing°" That conclusion came out of the experiences I had had. 
In the absence of a reduced-to-v~riting personnel pQlicy, those on the 
pay roll of either government or business have to find out the hard~my, 
as a result of their experiences, ~'hat the personnel p~licy is. I 
understand there is n~r a personnel policy for civilian employees of 
the Devrtment of Defense, and I am encouraged to believe that someday 
there may be one having to do ~ithmilitamy personnel. 

So that I shall be somewhat more specific~ ~dthin the limitations 
of the time aVailable, I am going to read six Specifications of sound 
organization which should be a part of any personnel policy. 

"I. The purpose of the organization and each part thereof 
should be clearly defined and explained° 

"2. Every position in the organization should be prescribed 
in writing. 

"3. Each unit of the organization, and the supervisor thereof, 
should be confined to ~he performance of a single leading function. 

"4. The span of control of everyone ~o direets the work of o 
others should be keot ~dtkin practical limits. 

"5. Responsibility should always be coupled with 
corresponding authority. 

"6. A Clear and well-understood line of authority should run 
from the top to the bottom of every organization." 

The reason l'have selected, from a host of sections on sound 
personnel policy , these specifications of sound organization is that, 
in my experiences v~th the armed forces, these are the ones ~hich I 
have seen snd~perienced as being most commonly violated. I have seen 
organization charts in ~shington--among them those of thea~rled forces-- 
which raised many more questions than they ans~eredo The most common 
characteristic of them is dotted lines. You always have to ask, "~fhat 
do the dotted lines mean?" and I have yet to find an unequivocal, 
straightforward answer to that question. These six specifications are 
the generally accepted standard against ~hich to test the soundness of 
organization conceots and structure. You can be absolutely sure of 
trouble and reduced productivity and morale when they are violated--and 
that One Iwill guarcntee. " 
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T:have been t~Iking about the thing that is mostimportant in our 
life, and it goes for all of our'institutions--an improvement" in 
leadc~ship~:intcrms of know-h~v~ that can bc transmitted through the 
channels of education and training. Some of the characteristics of this 
le~dershiparea redaced-to-vmiting set of personnel principles, the 
placing;of someone on the payroll to see to it that those principles are 
enforced, and a very considerable amount of emphasis, at ~l~ levels, in 
all organizations, on consultation and explenvtion. 

As.I have frcquently said, if I had'to reduce what I am trying to 
say here'~his morning :to justtgo words, those t~o words wonld be 
"consultation" and "explanation." You menin this roomvrho , asyou hav~ 
directed the work of others, have practiced ConsUltabion and explanation, 
know the tremendous satisfactions that you have gotten in seeing the 
results in terms of the spigi~ that people put behind the performance of 
an assigned task, 

~hose of you who have ever been engaged in the function of personnel 
administration, in business or othe~'~se , know how very difficultit is 
to get across to the ~igh~st levels the fact that good personnel 
administration can produce tangible results. So more and more I am try- 
ing to bring tO b ear, in the arguments that I use for improved personnel 
administration, e~Ldence ~nd s~pport for what I am talking,bout. 

~Right out of the file--and I donTt mean the textbook-- I have brought 
v~th me this morning some material. The first one is from Vfindsor, Ontario. 
It is a letter, dated ~ 17 January 19~9~ from the union committee to the 
manager of that plant, which says, among other things: 

"So at t~is time, v~th the markets leveling off, we are 
making no wage claims and we feel sure that should our optimisms 
regarding prices be unfounded, you will, as in pasty ears# be 
ready to discuss it with us~ 

"That covers all wehave in mind at this time, and ~e trust 
that our negotiations will be carried through in the same spirit of 
harmony and good rill that has prevailed in all of our previous 
meetings." 

1~2qat that message says is that, against a background of the things 
I haveoutlined for you in terms of leadership'and social responsibility 
in industrial and human relations, those are the results that can be 
achieved. They are tremendously significant in the light of what we 
are seeing:almost daily onthc front pages of our newspapers. 

I would expect you to react ~o that one in t~rms of~ "Well, that 
was a cinch. You didnrt have any trouble at all. You had no problem ~ 
because the union took the initiative in making it easy for you." 
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All right. The next one out of the file is dated 13 October 19~9. 
As~ainst the one I just ~ad, which had no demands, I have bcfore me a 
list of 22 demands made to the management of one of our operations by 
a union which is supposed to be tough. These 22 demands ere for the 
union shop, a general wage increase of 18 cents, 3 weeks' vacation for 
15 years service, payment by the company of haif of the cost of the 
hospitalization plan, and assumption of the full cost of bbththe - 
!Xsuranc@ plan'and a pension plan which costs two a£d a half million 
dollans a year, etc., etc.-~adding up to 22 demands~" ~ will say it 
is a relatively tough union, as the terminology goes~ and they "mean 
it." Again against the backg~oun~ that I have revi~,~ed for you~ a 
background of years of painstaking e~f~rt to do some of the things that 
I am talking ab~t, youfind yourself in the prs~ence of a union committee 
that says, "We are ~eryj serious about these 22 demands°" Well, what do 
yCsu do about that? 

You prepare a set of charts. This is a process of cormuunication and 
information, and in these charts you find, generally," the economics of 
this particular business. To put it somc~hat briefly~ these employees 
and their representatives are taken into the c~nfidence of management 
in terms Of the problems that management is up a £ainst and the problems 
that they, too, are up against in the econozics of this situation. 

The unfortunate thing is that this relatively simple procedure is 
also relatively rare. 

~at were the results? The results we:co that, in the process of 
negotiation, the union committee ~@thdrew all its demands except a 
minor administrative one, and the-contract was signed~ 

You might think that the union, leadership would feel a bit 
embarrassed--perhaps even as.hamed---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 n~rspapers~ in thc 
face of what you might have considered a disastrous defeat for the union, 
the following statement--and this. is out of a n~vspaper: 

"The union is sincere in its belief that~ if the kind of 
attitudes and the degreeof mutual respect existing between manage- 
meat and the union at ...(blank--no plugs) existed gentrally, there 
wohld be a much healthier labor situation 5hheughout the.Nation... 
than now prevails." 

From this diary of collective bargaining I now turn, for my next 
case ex~mple of results to be achievedby the practice of sound personnel 
principles, to an illustration of what can be accomplished through the 
processes of training~ 
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AS a result of soma of o~r o~wn studies and studies made by other 
o 

companmes~ we c~me to the conclusion that 80 percent of the things that 
go~Tong in cur organization--and I would say inyours as well--arc due 
to p~oplem-g~t'that; not acts of God, for example--who either don~t 
know, can!t do, or dealt care. Reflect on that for a moment. Eighty 
percent of the things that go wrong in the anted forces, in General 
Foods, and so forth 3 ar~ duo to people who Cithbr don~t know~ can't do, 
~or don't:care. "And training is the only kn:~vm mediumwhercby you can 
fill those gaps. 

Here i.s my illustration: I am aware that in the armed forces there 
may notbe a gigantic problem of accidents, but in our company there is 
a majorproblem of accidents. It is a human problem and it is an 
economic problem. In 1945~ we came to the realization that the accidant 
frequency rate--if that is technical and some of'you don't know whatit 
means I will tell you later;--in our corporation, across the country, 
was 22. H2ving become conscious of the problem and knowing from other 
experiences the pov~er of training, wC tried trainingapplied to the 
problem of. accident'prevention. We woundup in 19&9 with an accident 
frequency rate of 6~ as compared ~ith.22 in 19ASj Wen though in that 
time the exposure had been increased b~ 48 percent. 

Thc~efrequency rates are reflected in workmen's compensntion costs. 
In a:similar time, our workmen's compensation loss ratio: went from 
80.2~ to~&.& and saved a ve~T considerable amount of money in 
workmen's compensation for+dae corporation as a wholc. 

That is money in the till as a result of applying thq methods of 
training to the problem of accident pregention. And if you can do it 
in that~field, you can do it in any other field v:herc things go ~Tong 
for the three reasons I previously montibned. 

Here is my last illustrati0nof ~uhat can happen as a result of the 
things I sun~mrized for you and ~hich I think arc just as applicable in 
the armed forces as they arein industry: Down in the ~rland Peninsula, 
we have a chicken processing plant. It was built in 1945, and the 
engineers who built that plant said that it would have a daily capacity" 
of 32~O00 chickens processed. In 1949~ that plant processed not 32~000~ 
the maximum for which it was built by the enginecrs~ but 65,000, an 
increase of i00 percent, with a 57percent increase in the number of 
people on the pay roll. That result is a consequence--and the hard- 
boiled line fellows would tell ~6uthis--of the applicati.on of the 
things I have b~en talking hbout~ And here is a note o11t of the file: 
"The direct labor cost per unit of finished product has sho~m a constant 
declin~ even though wages have been increased eve ryycar, including 1950." 

? 
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Then let me read this little human-interest story from the }~ryland 
Peninsula chicken plant~ on Whose pay roll most of" the employees are 
Negroes. Yfe have apractice~ at least once a year,,of answering the 
employee's question, "How am I doing?" We call it a performance rcviewl 
I explain that so you will get the import of what ! am about to read. 
During 1949 we completed perform~mce revic~,~s on evcry employee in the 
plant, and one of the Negro boys, who had spent several years in the 
Army, wrote on his performance revi~v: "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 anymore° Having in mind that the vast number 
of people on that pay roll are Negroes, ~and getting a reaction like that, 
I thin~ 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 #ha~ you get when you practice.sound principles of personnel 
administration; it does not make any differencewhere or with what kind 
of people; we deal with all of them~ including a thousand natives in 
the Philippines. 

! anticipate a ~Iuestion on your part: "Why so much confidence in 
the results to be achieved by the use of %hess principles and incentives 
of personnel administration?" Here is my answer: Because they are so 
universally acceptable that no one d~res 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 o~ers, workers, and customers; because they increase productivity 
and thereby help to raise standards of economic well-being; because 
the record still supports the conclusion that Americans. prefer those 
principles and incentives to unionism; because they help to meet 
the paramount challenge of our time--this is where leadership comes in-- 
that p~ople at all levels of h~uan organization everywhere, including 
the armed forces~ may get spiritual as well. as material satisfaction 
from their work experience; because they stand today as the last~bulwark 
of defense against the spread of federalized patern~iism andimperialistic 
c or~/~unism. 

last October I was ~n England~ and there was On a program in which I 
participated a ~jor General Douglas N. Wimberley. ~ told me afte~,ards 
that he was the fifth generation of professional soldiers in his famiiy. 
He is. now serving as the principal of University College of St. Andrews 
at Dundee. At Brighton, England, in O~tober,: he made this statement: 
"Our generation is probably the" best educated, the healthiest, and the 
most socially secure in history, but it is undoubtedly also the most 
frustrated and the most confused." 
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I think that observation carries equal force in the UNited ~atss 
of America, because theconfidence that we!ost in the early thirties 
hag never been restored. .~udmy effort this morning has been to give 
youat least a partial diagnosis and prescription° 

Thank you very much. 

~. ~ASERICK: We are ready for questions. 

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. N~with~tbnding your last remark that the confidence 
lost in the early thirties has not been'restored, do Zou consider the 
alliance to be a continuing healthy one~ or has it grown too muchin 
favor of labor? 

MR. SPATES: I think ! dealt vith that when I said that first under 
predominantly business leadership and then under predo~.nantly labor 
leadership we have had abuse of p~ver, i,~interpretation of ~bdse of 
power is failure to use power for one's own and the common good. 

I might add to that by saying that many of the things we are 
contending ~ith tod~y resolve themselves into the difference bc~:een 
the short view and the long view. I think that, in rcccnt years~ many 
decisions have beefl made and actions taken by loaders o9 organized 
labor, encouraged and aided by lcadcrs of government~ that have saemed 
good for the short view and not good for the long vicars. 

Is that an adequate answer to ~our question? 

QUESTIONER: Yes, thank you. 

QUESTION: Sir, I refer to a remark you made which may not have 
the implications that I read into it. You saidthat, if these policies 
you propose and advocate for management, ~ich certainly seem to be 
very fine policies~ are adopted, then, as I understood you to,say~ 
labor would prefer that situation to unionism. Does that mean thats if 
these policies are pursued, you believe that unionism will gradually 
disappear? If so, do you consider that desirable? 

~. SPATES: What I said is--and I have, believe it or not, "even 
in this brief case, a mass of documentation to support my statement, 
but which I assume we don't h~ve time to rcfer to-- that the record 
still shows that Americans prefer high standards of personnel 
administration to unionism. So we are in agreement on what I said. 
And from the record taken from statements by leaders Of organized labor 
and unionized v¢orkers, 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 limitations on my time. 
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Your further question ~ms approximately this: Assuming t h e s e  high 
standards of persbnnel ~dr£nistrstion to be more and more extensively 
applied; would unionism disappear? The short answer to that question, 
I think, is "no°" i v~uld expect th#t there would always be a-'the 
first word that comes to my mind is residue--oforgcnized labor. Also, 
no one in this room v~ll live long enough to see these.principles of 
personnel a~ministration universa!iy applied, because the ta~k of 
developing and training leaders who are enlightened enough:to-use these 
principles is a long, long job. On the other hand, I do answer your 
questionand say that where these principles of personnel administration 
have been applied, the union leaders themselves toll us they have not 
been able to persuade the workers to join them. Als% we have an 
increasing number of examples where, having unionism and then the , x~.;!. 
persistent and'sincere use of these principles over a considerable 
period of time, the employees have decided that they do not need the f 
force of collective action or unionism. 

One o£ the lessons I have had to learn in terms ofwhst .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 beliefs 
I had some years ago is that it takes longer than. I had expected. 

Since I have an~vered the second part of your question by sa~ing 
that unionismwill not disappear, I ~s%ll change the third part of 
your question to this extent: Assuming that unionism di~minishes rather 
than disappears--and I predict that it will dininish where these 
principles are more extensively applied, because there is plenty of 
evidence to support that--then you ask" me, "Is that a good thing?" I" 
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. Wether or not 
it isls good thing, I ~m ~illing to have theworkers 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 oureducational institutions as well as the pay rolls 
of industry--are still unrestricted in their right to answer that 
question 3 and they are the ones to an~ver it. 

From my e x p e r i e n c e ,  I might draw the inference that more of the 
good things of life, or the more abundant life, seem to be enjoyed by 
the employees who work under these p~nciples 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, presun~s.bly we would have industrialpeace n~:~,. 
But that does fret seem to be true even in our industries that are 
mosthighly organized, iVe used to be told, "TD~s CIO leadership is. .... 
relatively young. Until they sc~v their v,~ld oats you canit 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 o~ganized labor leaders, seem to b e]_ieve~ then we would have industrial 
peace now, because wages are the highest they have ever been~ ~y 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 donft 
"solve qualitative problems by quantitative methods, and this. is a 
qualitative problem. This is a problem of the spirit, and you donT t 
reach the heart and ' spirit" of people through quantitative methods; you 
do it qualitatively. Also, the law of diminishing returns applies to 
the quantitative method, as we have seen so clearly dem0hsSrated lh 
the last few years. 

QUESTION: But don't you think, sir~ that the qualitative method 
thrives sometimes under the spur of the quantitative pressures? 

~R. SPATES: Your question Lmplies that you think so. I am 
willing to have you do so~ 

QUESTION: Sir, I am, at times, confused by the thinking of labor. 
In the case ~ of the company you cited in your talk that dealt with the 
tough union, I be]d.eve you stated that it was the policy of that company 
to keep the employees well informed. If the employees were adequately 
informed, why would the union make 22 demands in the first place? 

},~R. 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 putting that 
is: Do you deal with your employees through theunion or do you deal 
~th the union through your employees? ~le would not sit down to a 
bargaining session except in the presence of sor~e of our o~m 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 ~m employees. We have had three cases in 
which the union committee of our ~vn employees tossed the bhsiness 
agent of the union out. They just would not let him in the meeting~ 
any more because they didn't like the way he v.ms conducting himself. 

I have a hunch that t~'erc may be something lingering in your 
mind. Let's be completely frank about it. The union that youhave 
picked from my case material came into being because of the malpractices 
of personnel administration in that plant of ours. I could spell out 
for you the things that were being done which the management should not 
have done and which persuaded these employees that they needcd the force 
of collective action to bring this management" to its senses. So from 
~y point:of view, ~th complete justification , the union came into 
being and felt it had to be tough and throw its weight around. That 
was some years agb. In the meantime, there have been some changes in 

ll 



1406 RIESTRgCTED 

personnel 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 illflucnne on the employees 9 but has not been 
very effective ~o far as the business agent of the union is concerned 
because he is in the business of organizing and keeping them organized. 

i might add that~ in the same piece I rcad from, there is a 
quotation--it is a longer one and I did not use it--fron the inter- 
national representative of the union in which he compliments the 
ma~mgement on doing a mvell job of keeping the employees informed. 

Does that answer your question pretty well? 

QUESTION: Yes. 

CO~Z.~ENT: ! think you would be interested in a remark I h~ard 
when you concluded your talk. I heard s~meone around here say~ "Hers 
got a lot of good points." I think all of us feel that way, and that 
this idea of farsighted, progressive leaders will furnish an answer to 
.stopping devast&ting strikes. 

QUESTION: I am interested in how you .are able to get members of 
the empl~vees at large in on your mnion negotiations. If the union 
insists that it isthe sole bargaining agent and the representativ~ 
of the employees~ that would preclude free mixing of the employees, 
would it not? How do youget around that? 

NR. SPATES: If:l recall my own remarks accurately, I can see 
wherein I might have somuw~'hat.misled you there° ~at we insist upon 
is that, when a union comes into being andbegins, through collective 
bargaining~ to .represent the employees, the bargaining take place in 
the presence of representatives of employees and not exclusively in 
the presence of the business agents or the international representatives. 
This means that a Eroup of our ovm employocs-,thc~vmay be 4 or they may 
be 12~ according to the size of the qrganization--is on the receiving 
end of everything that takes plade. We use the follo~dngpkrase in ~r 
shop: "Influence the inf!uencers." These employees, fro~4 to 12~ 
representing the body of employees~ ~re their influencerso If we can 
influence them~ then they carry the word back. That mcansj in an~er 
to your question, that w@ 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 place. 

There have beencircumstsnces when we felt management's point of 
view was not being adequately transmitted through the union channels 
of communication and we have communicated the situation directly. 
That might be where the union has taken a strike vote and we have 
reason to believe they mean it and that is serious. If there is any 
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chance that all the'employes are not clearly.and adequate~ informed ~ 
in such~ situation, we go to them vith a mimeographed lett@r of 
communication. Howcver.-and this is important because there are 
indust'rial loaders who hear abo%t these mimeographed letters of 
communication from the manager to the employees and start using them 
onlywhen they.are in trouble--we would never use them in a tight or 
difficult situation if they had not been used months or years in advance 
in sharing v~th all the employees the problems and the progress ~of the 
business. ~ Our plant managers send periodically, at their o~.vn discretion 
and judgment~ mimeographed letters to all the, employoes~ telling them 
the problems and the trials and tribulations, ~:vhy such and such a line 
that was supposedto get under way the first of Feb~aaD ~ was delayed 
and won't click, with management occasionallylacknowledging some of 
its mistakes. 

Is that clear? 

QUESTION: Yes, sir. 

QUESTION: I believe it is a policy of thearmed forces that the 
contracting officers keep out of disputes between labor and management. 
On the other hand, I believe that Contracting offibers quite frequently 
hear labor's side, and the labor relations people from management come 
over andcry on his shoulder, too. Would you give us your thought as 
to wha~t shouldbethe attitude cfcon~racting officers in the armed 
services in the case of a labor-management dispute? 

MR. SPATES: I will~k you to accept these as my personal vim~s 
in answer to that question, because it could be argued that I am not 
qualified to answer, that I should duck it and pass itto somebody 
else./ However, my personal vi~v is that if you and i were in a 
situation of that kinds~and I was in a position where I wassupposed 
to give you some advice, I would say that you should do everything 
you can to make your contribution to the reestablishment of satisfactory 
relations. 

P 

QUESTION: It has Seemed to me tb~t most people are more afraid 
of unemployment than anything else, and it is in that area bhat there 
is less confidence. Also~ satisfactory employer-employee relationships 
are not likely to exist where there is.s large labor turnover. Would 
you discuss that problem? 

~,~. SPATES: That isa question of very broad implications, but 
I will give you my point of vi~v. It is that the honest t>~ng to do~ 
in the face of the continued existence of capitalism in this country~ 
is to saythat there is no complete solution to the problem of 
unemployment short of giving up all our freedoms I think those who 
proclaim t~ot under a system of e~pitalism--and let us say that it is 
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a highly reformed capitalism as Contrasted to that of 20 years ago~-- 
they have a solution to the problem of unemp].os~ent are deceiving 
people. The only p].sce where the problem of unemplo~anent has really 
been solved is Russia--as you kn~v h~vl 

Vie must take our choice as to whether we want to live ~nd work 
under "reformed capitalism" with its ups and do~ms,of economic life 
resulting from the decisions we all make to buy or withhold our,purchases 
from the market~ or under a dictatorship which eliminates unemployment 
by eliminating freedom of c~oice an@. competition. 

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 willing to join vrlth you sympathetically in these ups and 
dc~ms of economic life inherent in capitalism~ @hich is a system of 
free choice of buying and withholding purchases~ '~hese things I am 
talking about help everybody on the pay roll to keep his chin up even 
when the going gets tough. "They promote -~dthin the people on our pay 
roll faith in the integrity~ character, and moralstandards of their 
leadership and provide the confidence to ride out the storm v~thout 
drawing on what I referred to earlier as federalized paternalism. 

QUESTION: You have not mentioned anything about the participation 
of l~bor in the profits of indv.str-j. !,'{ould you give us your co:~.mmts 
on thatquestion? I believe a couple of techniques have already been 
offered. One of them is called the Scanlon Plan. 

I!IR." SPATES: That is a huge subject in itself, and it is a subject 
of which~ right now, i am eng~ge, d in making s study be cau'se the chief 
executive officer of our company asked that it be' done. I decided I 
was the one who would like to do it. 

As ~ prelimina~ ~ to my getting into this study, I attended9 in 
New York~ on the first and. second of Decen~er, two full days of a 
conference of the Council of Profit Sharing Industries. As I sat 
there~ I r e~nded n~,se!f that sometimes I had been called an evangelist, 
and I realized that, for two days, I vms in the presence of a group of 
super evangelists. One after another, these fine people, representatives 
of many industries in the United States, arose and repeated to the 
audience that the answer to industrial peace lies in sharing the profits. 

I am far from re~dy to render a report to our chief executive 
officer. I am just in the middle of t~isstudy. But here are the 
things thet have impressed me so far. First~ the leader of the business 
must believe in the philosophy of profit sharing. Then he goes about 
deve]_op~.ng a plan--and there are no two alike--for the sharing of profits. 
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I cannot help butbe impressed by these facts: The vast majority 
of companies in the United States with formal profit-sharingplans 
aresmall, under 500 employees, and they are privately owned, ~ith 
either no stockholders, or the stock held by a very close group~ 
board of directors or members of the family. 

That seems to raise a question as to whether or not the philosophy 
of profit ~haring is applicable to larger companies° I know some of 
you are thinking of a few large coil~panies in the United States that do 
shareprofits~ but the vast majority of~hem 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. 

! am in the process of asking some questions about it myself, 
but I did have this strong conviction as I listened to those speakers: 
All that they claim for profit sharing wouldbe 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 administration~ 
Would you then saythat I should not have profit sharing?" And I 
would say~ that I donlt believe you need it to get the results which 
these people claim for profit sharing. 

I~. ~SERICK: ~:mo Spates~ on behalf of the Industrial College 
of the An/ed Forces and ou~ visitors~ I thank you for a very stimulating 
and enlightening lecture this morning. 

(~q2 ~arch 1950-350)}~ 
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