
Neither companies nor unions are completely satisfied
with their collective bargaining. But human wants are un-
limited, hence insatiable. If negotiation is a useful method
of accommodating the divergent goals of management
and labor, then it is good relations, human or otherwise.

HUMAN RELATIONS
in Collective Bargaining

By Kenneth M. Thompson

Better human relations in industry is a goal
of tremendous appeal to American manage-
ment. The very words conjure a hopeful vision
of a contented work force cooperating with
management to achieve greater production.
Nor is there much doubt that many employees
actually are happier persons and more efficient
workers as the result of the practice of human
relations principles.

But in the enthusiastic rush of business ex-
ecutives to affirm such an unexceptionable goal
there is a dangerous inclination to embrace ideas
and concepts indiscriminately if they carry the
label of "human relations." Indeed, the term
has been defined by one group of prominent
businessmen and social scientists (headed by
Robert Wood Johnson of Johnson & Johnson)
as "the sum of all contacts and connections be-
tween each employer and his employees." ^
Even more serious is the apparent tendeney to
look to better human relations as the potential
solution for all problems of dealing with em-
ployees.

For the present at least, relationships with a
union constitute the practical reality in most
large-scale industries; dealings are conducted by
representatives of both sides; and the annual
negotiation of wages is a down-to-earth and
sometimes tough procedure where, no matter
how much understanding the parties may have

^ Human Relations in Modern Business (New York,
Prentice-Hall, Inc., 1949), p. Hi.
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of each other's viewpoints, the outeome is a
compromise or balancing of opposed strengths.
That, it seems to me, is the essence of collective
bargaining.

Most of the principles of human relations
have been developed in terms of direet man-
agement contacts with individuals and small
groups. However illuminating they may be in
such a context, the crucial question is whether
they will stand the test of actual experience in
the mass-production industries where good rela-
tions means living sueeessfully with an aggres-
sive union.

Confidential Interviews

That is the question I attempted to answer
by a series of intensive personal interviews with
management and union spokesmen of the farm
equipment and tractor industry. Like the other
mass-production industries — steel, automobile,
rubber, and electrical equipment — the tractor
industry is characterized by large, profitable
eompanies and young, aggressive unions. Em-
ployees were organized in the 1930's; and while
it is true that the few years since then have
not afforded time for stability and maturity
to develop in management-union relationships,
the faet remains that this is the actual situation
in all of the most important segment of our in-
dustrial economy and as such it must be reck-
oned with for some time to come.

Participating in long, off-the-record discus-
sions were key management negotiators for the



International Harvester Company, Chicago;
the Caterpillar Tractor Company, Peoria, Illi-
nois; Deere and Company, Moline, Illinois; and
the LaPlant-Choate Manufacturing Company,
Cedar Rapids, Iowa; and bargaining spokesmen
for the two unions representing tractor company
employees. United Auto Workers (CIO) and
United Farm Equipment Workers (UE).

In these interviews the focus was on the fol-
lowing popular assumptions about human rela-
tions and collective bargaining:

(1) Nonincome objectives are more important
to industrial employees than wages.

(2) Management and labor can work out "fair
wages."

(3) Employee understanding of management
and its problems results in good labor relations.

(4) Management flexibihty in wage negotiation
promotes bargaining success.

(5) Employer profitability is not a major barrier
to constructive labor relations.

(6) Collective bargaining can be transformed in-
to a program of employer-employee cooperation.

Because the participants all knew that they
would remain anonymous, their views on these
major issues are likely to be more candid, and
therefore more significant, than the official pub-
lic pronouncements of their respective organi-
zations. The fact that the opinions of these
practicing wage negotiators show frequent de-
partures from the stereotyped positions with
which management and unions are often identi-
fied is all the more revealing — so long as they
can be relied on.

In this connection it should be noted that
the careful cross-check questions included in
the interview design reveal a high degree of
consistency in the responses to each item. Of
course, a good deal of prejudice is evident, hut
that too is only natural. After all, these men
represent the interests of their own groups, and
feelings are just as much a part of the problem
as are cold logics; indeed, they often are the
problem.

Now let us examine the reactions of these
management and union representatives to the
six assumptions being tested.

Noneconomic Wants

The assertion of the obvious truth that em-
ployees are not "economic men" has become a

" Or Forfeit Freedom (New York, Doubleday & Com-
pany, Inc., 1947), p. 129.
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frequent theme in the mounting literature on
human relations. It has been carried to the
point where one would almost think that the
worker wants such things as personal dignity,
security, recognition, and participation instead
of higher wages. Yet only three decades ago
economic incentives were asserted to be the
prime movers of employees!

Robert W. Johnson, whom I have already
mentioned as a leader in the "human relations
in industry" movement, has stated the new
theme succinctly: "The most vital rewards,
however, are those of appreciative recognition;
if they are adequate, money becomes second-
ary." ^ Employee opinion polls are frequently
cited as evidence of this secondary role of
money. According to Peter F. Drucker, well-
known management consultant: "Every study
of industrial workers has shown that wage rates
are not uppermost in their minds." ^

Does such "de-emphasis" of money wages
provide a useful guide to management in its
present collective bargaining relationship with
employees? Do the management and union
representatives who carry on the actual negotiat-
ing of new labor contracts in American indus-
try believe that nonincome considerations are
more important to their workers than wages?

No Substitute for Wages

Tractor company negotiators are unanimous
in the opposite belief: higher wages are more
important to their employees than any combina-
tion of nonincome advantages. Other desires
may be more compelling at other times, but
"they won't meet the demand for higher wages
at the moment."

In other words, when the union seeks a wage
increase, there is no suitable psychological sub-
stitute. Nor will past action by management to
increase worker satisfactions forestall union
wage demands, especially when wage increases
are being secured elsewhere. Only when the
wage question is resolved satisfactorily for a
given contract period — and the wage is never
felt to be satisfactory while the union is seek-
ing an increase — do the "many factors . . .
the hundred other things . . . which are
more important to employees than wages" come
into effect.

One company negotiator declared, "Wages or
nonincome considerations? I don't even rela!te

'The New Society (New York, Harper & Brothers,
1949), P- 76.
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the two." This dichotomy was characteristic of
tractor negotiators.

Union negotiators of the tractor industry sup-
port management's orientation toward wages,
but for a different reason. Union leaders are
under continual pressure from the rank-and-file
members to pro4uce "results"; and wage in-
creases are the "results." Therefore, wage de-
mands are pressed upon management by union
leaders with such urgency that money receives
top priority.

Union leaders recognize, however, that there
are many desirable nonincome objectives. In
fact, the tractor unions want to teach their mem-
bers the value of nonwage items. (In their
officers' opinion, "it's an educational job" to get
industrial workers to appreciate any benefit not
visible in their pay envelopes.) But until human
relations experts can show that nonwage satis-
factions dominate worker desires at contract
negotiation time, tractor unions as well as man-
agements will probably continue to give healthy
respect to wages.

Individual vs. Group Needs
This management and union emphasis upon

the importance of wages calls into question the
validity of the use made of worker opinion
polls. It is not surprising that workers rank psy-
chological self-fulfillment ahead of money in-
come when asked about the ideal characteristics
of a job. Rather, the surprise is the interpreta-
tion sometimes placecl upon such employee
answers.

When an employee answers an opinion ques-
tionnaire, he is participating as an individual;
he is considering his individual needs. He is
not in the group situat;ion which social psychol-
ogists of the human relations movement always
stress as so important. Therefore, the answers
of the employee do not predict how the em-
ployee will act as a member of his labor union
at contract-negotiation time. This distinction
is vital to managements seeking to maintain
good human relations within a collective bar-
gaining context.

Many a worker may desire, for example, more
recognition of his job accomplishments. This
is something, however, that cannot be guaran-
teed him. Moreover, goals such as personal
dignity and job satisfaction differ in meaning,
context, and importance with each individual.
They can hardly be negotiated. Naturally a
wage boost, which is tangible, understandable.

definable, and presumably attainable through
bargaining, has pre-eminence at negotiation
time.

If American industry were completely reor-
ganized with employee psychological satisfac-
tions given priority over technical considera-
tions, wages might then play a smaller role at
all times in worker motivation. But this has not
been attempted on any large scale in American
industry; therefore, wages are still the most
central issue in labor relations. And even if
such a thoroughgoing reorientation of industry
were to be undertaken, its effect upon employee
desires for higher wages would remain to be
proved; certainly, as things stand now, it can
only be assumed.

"Fair Wages"

Since wages are so important in present man-
agement-labor relations, the question arises:
What wages should an employer pay to achieve
willing employee performance, and how should
these wages be determined?

That employees should receive a "fair wage"
from their employer for services rendered is a
proposition with which few persons would dis-
agree. How this fair wage is to be determined
to the satisfaction of employer and employees
is a more difficult problem. The Johnson report.
Human Relations in Modern Business, does not
specify a method of solution apart from the em-
ployer's assumption of responsibility, for all that
it mentions "a proper wage," "a moral wage,"
"a family wage," "a decent wage," and "a fair
wage" at various points.

National labor policy, as expressed in the
Taft-Hartley Act, supports collective bargaining
as the preferred way of settling wage problems.
Does that procedure actually arrive at fair wages
for industrial employees, which apparently is
society's virtually unanimous desire? Or has
a task been assigned to wage negotiators that
is impossible to fulfill?

Acceptable Settlements
Both management and union men doubt that

their bargaining efforts result in fair wages.
Rather, collectively negotiated wages are viewed
as merely the best settlement acceptable to both
sides at a given time. "Acceptable is the word,"
according to one management spokesman; while
a labor leader remarked that "fair wages are a
should proposition." Another labor representa-



tive, acknowledging that "fair wages" and
acceptable settlements are necessarily different,
said:

"The definition of a fair wage depends upon
whether you're getting it or giving it."

Such union statements recognize an essential
distinction which human relations advocates
tend to ignore: Wages are cost to employer and
income to employee, and what is fair income to
an employee may vary markedly from what is
fair wage cost to his employer. The union lead-
ers and management spokesmen participating in
this study have their own differing ideas of
what a fair wage should he. But neither side
expects collective bargaining to meet fully its
concept of a fair wage.

At the same time, collective bargaining is not
held to be deficient for failing to accomplish
what is viewed as impossible. The wage nego-
tiators of the tractor industry see collective wage
determination as "a job, and you do it the best
you can." As one management spokesman said:

"It's a potful of human forces at work in all sorts
of directions. The skill and strength of the forces
determines the result."

This executive's capsule appraisal of collective
bargaining is strikingly similar to the more elab-
orate statements being made by a growing
number of university labor economists — men
hke Lloyd Reynolds of Yale, Charles A. Myers
of MIT, Joseph Shister of Buffalo, Frederick
Harbison of Chicago, and Benjamin M. Selek-
man of Harvard.

No Practicable Alternatives

Union representatives firmly believe that no
other method of wage determination would
come closer to a fair wage. Management nego-
tiators, although not so emphatic about collective
bargaining's efficacy, are agreed that no other
method appears practicable.

Management and labor alike oppose govern-
ment declaration of what wages should be, ex-
cept in temporary periods of national emer-
gency. They feel that dictation by government
fiat would not solve the problem of fairness; it
would merely impose an arbitrary standard.

Again, they feel that intervention by a pri-
vate third party, as in arbitration, only transfers
power from both participants in collective bar-
gaining, leaving the question of fairness un-
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resolved. The injection of the Wage Stabili-
zation Board panel into the recent steel industry
controversy illustrates the difficulty of securing
agreement on a definition of fair wages.

The rejection of these alternatives leaves only
the present, admittedly imperfect, process of
reaching joint agreement on wages through
mutual exploration and negotiation.

The Problem of Values

This pragmatic approach to collective nego-
tiation is in contrast to the growing emphasis
placed upon the responsibility of negotiators for
achieving fair wages. Sumner Slichter illus-
trates this other orientation when he states, "If
collective bargaining is to command respect, it
must be an attempt to determine what is fair." *
Various criteria are then suggested by Slichter
to guide negotiators. But the essential question
remains unanswered: How can a fair wage be
established until the values which constitute
"fair" are shared by both parties in negotiation,
and how can such values be shared when the
work situation and life experience of the two
parties differ?

Little attention has been paid by human rela-
tions advocates to another fundamental aspect
of the problem of "fairness." The fair-wage
solution is inextricably bound to the question of
how the income from industrial production
should be distributed. Employees certainly
want a fair wage in the sense of being able to
enjoy a decent standard of living. But they also
want a fair share of the financial returns from
what they help to produce — something quite
different from recognition, security, and ap-
proval, however meaningful these may be.

Unfortunately, labor's fair share is not sub-
ject to precise measurement, because the differ-
ing social values of management and labor
provide unlike scales of measure. Perhaps this
difference in values between management and
labor is a reflection of the different basis upon
which each participates in the distribution of
industrial income.

A claim that fair wages can be provided em-
ployees is actually a claim that labor and man-
agement share the same set of values. In the
tractor industry both management and union
spokesmen recognize that such agreement on
values is highly unlikely. What is "fair" has
admittedly not been determined, because "fair"

* The Challenge of Industrial Relations (Ithaca, New
York, Cornell University Press, 1947), p. 138.
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is a question of divergent human values whose
unification awaits the unification of American
society itself.

Understanding

If management and workers just understood
each other, would not the wage problem and
other management-labor conflicts be eliminated?
"Understanding" has become one of the most
overburdened words in human relations litera-
ture. It sometimes seems as though all problems
in human relationships could be dissolved in
harmony if only everyone understood everyone
else!

Not that understanding is unimportant; far
from it. But so much of the faith in the power
of understanding goes further than that. It is
based on the implied belief that understanding
is identical with acceptance by others of one's
own viewpoint. More specifically, as used by
some human relations advocates, it means that
labor should understand and thereby accept
fully management's decisions and objectives.
This interpretation has been clearly stated by
H. H. Carey, management consultant:

"But the basics for management in the human
relations field are also U. A. W. — Understanding,
Acceptance and Willingness. In the field of man-
agement aetion, it means doing the management
joh in such a skillful way as to make sure that em-
ployees fuUy understand management's position on
the particular problem involved; that employees
generally accept management's solution because
they know that management has given careful con-
sideration to all phases . . .; and finally, main-
taining a cooperative environment that engenders
in employees a real willingness to go along and do
a real joh." ^

Applied to industry's problem of achieving
harmonious collective bargaining, how valid are
these assumptions?

Overriding Considerations
Management and union negotiators are ex-

tremely skeptical of the degree to which under-
standing produces agreement in collective ne-
gotiation. They are favorable to better knowl-
edge about the other party — "it helps" — but
they raise many practical objections to the as-
sumption that agreement will result from even
complete understanding by both parties,

° "Engineering the Invisible," Advanced Management,
March 1952, p. 25.

One reason for the failure of knowledge to
lead to union-management accord was described
by a top-management executive in the following
terms:

"You could get fuU understanding from the union
bargaining committee, but know that they would
not accept it — because of the pohtical conse-
quences. Things happen that lead a union to the
position where it can't accept a thing, even if it's
right."

This awareness of the political nature and
needs of the union organization is quite acute
among management representatives. Another
company official observed that "other things
override the facts," referring to such considera-
tions as the threat to union security by a rival
union and contending political factions within
the union membership.

The flaw in the "understanding = accep-
tance" equation was also emphasized by union
leaders. As stated by one of these negotiators:

. "It doesn't make any difference how well you
understand — that has nothing to do with what's
acceptable to your people. . . . The more you
understand, perhaps the more ground there is for
disagreement. . . . Your people don't see it as
you do."

How much good does it do for union officials
to understand that a company may be unable to
pay higher wages when the members judge them
on the basis of their success in winning wage
concessions as large as those secured by another
union in that area or industry? In such a case
the company's financial "facts" may be less than
compelling to the union leader who must live
up to his constituents' expectations. He cannot
forget that dissatisfied members vote in union
elections; appreciative management men do not.

Divergent Goals

A final and most serious charge against the
"understanding theory" of human relations is
made by both management and union spokes-
men: In the absence of common goals, under-
standing will not -produce acceptance. The wage
official of a leading tractor manufacturer re-
marked :

"Regardless of understanding, union and man-
agement are going in two different directions.
What's good for the company is not necessarily
good for the union."

It is true that both parties are interested in
the source of industrial income — production.



But such mutual interest in production values
does not lead to agreement on the distribution
of that value, the control of production, or the
relative power of management and union.

An awareness of divergent union and manage-
ment goals exists among union representatives,
as well as management spokesmen of the tractor
industry. In his discussion of this problem one
union official declared:

"We think we know about the company's finan-
cial status — hut we don't like high profits."

As a matter of fact, such understanding may
actually lead to a more complete repudiation of
management. This will occur whenever union
leaders discern more fully management posi-
tions or views which are opposed to their own
goals and ideas of "right" and "fairness."

Economic Education

These insights into negotiators' viewpoints
have a vital bearing upon the success of com-
munications and economic-education programs.
Underlying the initiation of many of these pro-
grams by management there seem to be the
following assumptions:

(1) Management's own goals and values are
"right" for everyone.

(2) Lack of cooperation on the part of employees
indicates lack of understanding of management's
position.

(3) Lack of understanding stems from ignorance
of the "facts" — i.e., the facts as management sees
them.

(4) These "facts" can he communicated or im-
parted to employees by economic education.

(5) As a result, employees will accept manage-
ment's viewpoint as their own.

Each of these five steps, it should be empha-
sized, is merely an assumption, something taken
for granted. And the conclusion has not been
proved valid any more than the initial assump-
tion — fundamental to the whole process —
that management's position is "right." For
knowledge of the "facts" to lead automatically
to "acceptance" depends upon prior employee
agreement with management on goals and
values; yet it is the very absence of such agree-
ment which creates the call for understanding!

Whether "communications in industry" pro-

""Is Anybody Listening?" September 1950, P- 77-
' See Lee H. Hill and Charles R. Hook, Jr., Management

at the Bargaining Table (New York, McGraw-Hill Book
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grams can produce the effect which manage-
ment desires has been a much neglected
question. But judging by Fortune magazine's
recent investigation, employees are not listening
to management's communication efforts." They
cannot be expected to when, as reported by the
negotiators interviewed in this study, they do
not share management's values of what is right
and fair.

Agreement between management and labor
is the usual accomplishment of collective bar-
gaining over wages and conditions of employ-
ment. Such agreement is certainly facilitated by
a fuller knowledge or understanding of the
other party's problems and views. But it is not
hased on the type of understanding which means
acceptance of the other party's goals and values.
Such workable agreement, achieved through
mutual exploration, remains the primary task
of managements which deal with unions.

Flexibility in Negotiations

If collective negotiation plays such a vital
role in human relations in industry, how can it
be conducted more successfully?

Management has often been criticized for
taking uncompromising positions in collective
wage negotiations and sticking doggedly to
them. The union, in contrast, is cited as having
a remarkable ability to shift ground, engage in
open field running, and strike compromises. It
is suggested that if management would also
learn to be more adjustable to changing bar-
gaining circumstances, better results would be
attained; at least the likelihood of deadlocks
would be minimized, and the agreement proc-
ess facilitated.^

Will greater management flexibility contrib-
ute to more constructive collective bargaining?

Company Responsibilities

Management negotiators of the tractor indus-
try, while generally agreeing that the union
position in negotiations is more flexible, dis-
count its desirability for their own purposes.
Management, it is stressed by company spokes-
men, has obligations to stockholders, customers,
suppliers, and the general public, as well as to
employees. The interests of these groups must

Company, Inc., 1945), p. 255; see also R. C. Smyth and
M. J. Murphy, Bargaining with Organized Labor (New
York, Funk & Wagnalls, Inc., 1948), p. 65.
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be represented, as well as the needs of manage-
ment itself, for efficient control of the enter-
prise. As one company official observed point-
edly, "When the company says something, it
has to live with it."

Management fears that greater flexibility on
its own part would establish dangerous union
expectations that the company could be pushed
even further in granting union demands; in
other words, that if management's word comes
to mean "maybe more," the company may be
forced to sacrifice legitimate stockholder and
customer interests by union leaders who believe
"it is just another bluff."

Tractor management men therefore favor a
rather definite position at wage negotiations —
but not a dogmatic, unrealistic one. Rather,
management spokesmen advocate a stand ar-
rived at by careful assessment of employee
needs, company requirements, and the forces
shaping the union's demands.

In sharp contrast, the union is pictured by
management representatives as an organization
relatively unfettered by the multiple responsi-
bilities of the employer. As one company
negotiator described this labor freedom:

"The union's one objective is to satisfy its con-
stituents. It's pohtical. Also, it must maintain and
enhance its own leaders' prestige. Otherwise, it
does not have specific objectives. Management has."

This company viewpoint of the union is sum-
marized tersely by another management execu-
tive, "They're not givers, but receivers, and
receivers can always be flexible."

Union Centralization

As a matter of fact, even the flexibility of the
union was questioned sharply by one manage-
ment negotiator. In his view, the union local
of a large national labor organization, once its
wage program is formulated, is less flexible than
management at negotiations. He said:

"Unions are so highly centralized that they prac-
tically write the script for local bargainers."

Centralization of decision-making power in
labor relations seems to be increasingly charac-
teristic of industrial unions. National wage
policy is formulated by union headquarters
officials for the approval of the union's annual
convention. And the national union, which
charters the locals, exercises many powers of
supervision. In the case of the United Auto

Workers (CIO), for example, every single con-
tract negotiated by a union must be approved
by national officers. Furthermore, national field
representatives usually participate actively in
local negotiations.

The fact that national union counsel and
direction are often solicited by local union
officers, and often prove beneficial to union
members, does not gainsay the centralization of
power. The development since World War II
of wage patterns set by key bargaining settle-
ments has introduced rigidity in local union
wage demands, as employers in many industries
can affirm from their own experience. When
union leaders demand "the pattern or else . . . ,"
regardless of the employer's local situation, the
need seems to be for reasoned flexibility on the
part of the union as much as management.

Logical Difference

Union negotiators of the tractor industry are
certain that they are more flexible in wage nego-
tiating than management, "that keeper of the
vested interests which resist change." Yet one
union official can see no virtue in having man-
agement become less definite in its negotiation
position. Interestingly, this union leader prefers
the very steadfastness in bargaining which
students of industrial relations tend to decry as
obstructing industrial peace! Referring to fixed
bargaining positions taken by management, he
declared:

"That's the way I'd do it, if I were on the com-
pany side. . . . I'd rather bargain with a company
that says: This is it; there just isn't any morel'"

There is a fundamental recognition by the
union spokesmen that management's greater
inflexibility in wage negotiations is logical and
perhaps necessary. On the other hand, manage-
ment negotiators seem to accept the relatively
greater union adjustability because it serves
union needs. There is little tendency to seek
alteration in these respective roles.

Tractor industry negotiators find a functional
explanation for this divergent union and man-
agement behavior: As long as the union seeks
to initiate changes which can be secured only
through management territory, the union team
is likely to try to run toward its goal faster than
the defending management team thinks is right
and proper — and in such circumstances man-
agement flexibility is certainly not required by
the rules of the game.



Profitability

Perhaps highly profitable companies can af-
ford the luxury of labor discord which would
bring financial ruin to profit-shy firms. Like-
wise, it is possible that labor unions dealing
with such profitable firms can entertain wage
demands and contract positions which a less
favorable financial situation would render im-
possible. The question arises as to the actual
impact of profitability upon management and
union behavior in collective bargaining.

Human relations writers have been reticent
about the role of profits in labor relations. But,
even assuming that employees have been com-
pletely emancipated from their economic-man
status, does it follow that the economic factor
of profitability is irrelevant? Certainly the prof-
itability of an industrial firm is part of the total
situation within which management and labor
live, work, and negotiate new contracts. There-
fore, it, must have some definite effect upon
human attitudes and hence upon behavior in
industry.

That profits set boundaries to the wage gains
which are possible for labor to secure through
bargaining is recognized by both parties, though
with different results. Management tends to
stress the ceiling set by low profits, while seek-
ing to exclude higher profits from bargaining
consideration. As Sumner D. Charm, personnel
relations writer, has stated:

"But a company should not be charged exorbi-
tantly more just because it can pay exorbitantly
more. The real limit that the profit picture of a
company must set up is how much it can not pay." *

Labor, as wage receiver rather than payer,
tends to enter negotiations with the opposite
viewpoint, thus producing a conffict of interest
over the treatment of company profits. And this
is precisely what happens in the tractor industry.

Role of Competition
The profit position of the companies of this

study has generally been favorable over a con-
siderable period of time. The possibility of se-
vere market price competition and low profit
returns is therefore a theoretical matter to most
of the management negotiators. This may ex-
plain the uniform reluctance of tractor company
spokesmen to discuss the possible effect of

' Wage Policy for Management (New York, Funk &
Wagnalls, Inc., 1949), p. 1B6.
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vigorous price competition and lowered profits
upon the quality of wage negotiations.

Quite a few union spokesmen, however, have
frequently had some experience in dealing with
other, less financially favored companies and
industries. These labor negotiators are gener-
ally agreed that intensive price competition
produces a more factual approach to wage
negotiation by both parties. As one union
representative concluded:

"When a company is in a tight situation, it's more
truthful. So's labor when it's in a flooded labor
market. . . . When they've got it [profits], we
feint and spar around. . . . The same with the
company."

Another union leader advocated greater price
competition, even if that should give the union
less bargaining leeway:

"It's a healthier situation if it's more competitive.
. . . Competition has an adverse effect on wages,
but in general it's better for everyone."

The admission by tractor union leaders that
price competition and lower profits limit their
own actions is in itself evidence that profit-
ability permits latitude for experimental "feint-
ing," and that, whether desirable or undesirable,
"ability to pay" is an important factor in Ameri-
can wage negotiations.

Positive Approach
When a company's profits are substantial, the

union representing its employees seeks to share
these profits, preferably through wage increases.
In the resulting contest over the real financial
status of the employing firm and the reward
which should go to labor, both management and
union are inclined to exaggerate their respective
claims. What are the "facts" which should
guide the negotiation of these conflicting inter-
ests?

Payment of dividends to management's em-
ployers, to the stockholders, and payment of
wages to the union members depend alike upon
profitable operations. When profits are non-
existent or a firm is operating at a loss, there is,
therefore, a mutual need to increase production
income. It is under such conditions that most
of the successful union-management coopera-
tive programs to increase production and reduce
costs have been launched. But once the finan-
cial crisis is weathered, growing profitability
again allows union and management the lati-
tude to engage in dispute.
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It is not to be implied that financially success-
ful companies are necessarily destined t:o have
turbulent bargaining relationships with their
unions. There are certainly outstanding ex-
amples in American industry to the contrary.^
At the same time, the union leaders of the
tractor industry (management abstaining) def-
initely believe that profits backfire in the area
of collective bargaining relationships.

Certainly, managements seeking good indus-
trial relations must investigate further the
question whether profitahility per se is a factor
detrimental to workable and constructive collec-
tive bargaining. An affirmative answer by other
industries would imply that more thought and
effort should be given by top management to-
ward making profits play a positive, rather than
negative, role in management-labor relations.
Such a positive role seems essential to the con-
tinued well-being of a profit-propelled industrial
system.

Cooperation

It is often pointed out by business spokesmen
that collective bargaining —• for all that it con-
sumes a prodigious amount of time and energy
of management and labor representatives — is
concentrated solely on dividing a "pie" of pro-
ductive wealth of fixed size. How much better
it would be for both labor and management, so
this popular business analogy runs, if they would
expend their joint efforts on increasing the size
of the "pie" — thus producing more wealth for
all to share. And if this were the case, pre-
sumably management-labor teamwork to in-
crease productivity would render collective
bargaining less important.

The route to greater labor interest and co-
operation in the successful operation of industry
has been described by Alexander Heron, Stan-
ford University professor of human relations,
in these terms:

"If we want workers to work as a team, to work
willingly and well, we must give them the right to
think. . . . We must welcome the expression of
their thinking and let management decisions be in-
fluenced by it. We must even delegate some deci-
sions directly to the workers; for instance, decisions
on all phases of safety, on some or all phases
of house rules and discipline, on many phases of
technological changes." i"

" See Stuart Chase, A Generation of Industrial Peace
[New Jersey, Standard Oil Company (New Jersey), 1947].

What, then, are the prospects of such co-
operative programs in American industry where
management deals with industrial unions?

Management Prerogatives

Management representatives of the tractor
industry do not believe that a transformation
from a competitive bargaining relationship to
one of shared responsibilities is possible. More
important, they are actually opposed to such a
possibility. As one management official ex-
pressed the industry's opposition to joint lahor-
management programs:

"If that ever comes about, it will be because
management has thrown in the towel. And I hope
that day never comes. . . . Production is man-
agement's responsibility."

This is characteristic of the fundamental at-
titude which explains management opposition
to cooperative programs in the tractor industry.
Cooperative production activities would require
labor participation in management decision-
making, or at least prior consultation when
decisions are formulated; and that is anathema.

The proposals of human relations writers are
often described in terms of the cooperation of
small work units with management. The exact
role for unions in such programs remains
blurred. Yet, if tbere is to be full cooperation
by the work force, the union which represents
its members must participate and provide lead-
ership. And if the union is left outside a
program of management dealing with individual
employees or employee work units, the union
has no alternative other than opposition; other-
wise it cannot maintain its effective existence.

Surely no industrial union in America's
mass-production industries will preside quietly
over its own loss of functional importance. A
successful program of greater worker-manage-
ment cooperation is therefore necessarily also
a program of MwfoM-management cooperation.
This central role of the union in such a labor-
management program is likely to provoke, if
it is not already existing, the same management
opposition that is found in the tractor industry.

Nor is there likely to be a change so long as
there is no strong economic compulsion for co-
operative production programs, such as would
be provided by a poor profit picture. The profit
returns of the tractor industry have generally

^̂  Why Men Work (Stanford University, Stanford Uni-
versity Press, 1948), pp. 175-176.



been liberal in the postwar period, and the
predictions for contiHtiing favorable financial
positions ate optimistic; MoreovSir, since tech-
nological improvements have seldom been im-
peded by the unions in this industry, there
is little room for making gains in this area
by fostering cooperative labor-management pro-
grams.

Again, because maximization of profits is
not necessarily the dominant goal of modern
management (as distinct from ownership),
the possible augmentation of company income
through greater employee interest in the busi-
ness is not an imperative factor. This is
especially true if management officials feel, as
in fact they do, that such possible gains in profit
would be purchased at the expense of their own
powers and controlling functions.

Union as "Gadfly"

Union representatives are also either ex-
tremely doubtful of the value of such a coopera-
tive program or are absolutely opposed to such
"collaboration." Significantly, union leaders are
inclined to oppose the transformation of a
strictly bargaining relationship to one of co-
operation for the same basic reason that
motivates the objections of management officials.
They fear a loss of their own powers of leader-
ship.

In his study of Collective Wage Determina-
tion, Z. Clark Dickinson, University of Michi-
gan, clearly defines the problem which coopera-
tive programs pose for many American union
officials:

"And whenever a leader in a group normally
opposed to our own gets to talking and acting in
ways which we can almost wholly approve, the
probability is very strong that he will soon be re-
pudiated by his own constituency." ^̂

The role of the union as the management
"gadfly" has become so accepted in the tractor
industry that union leaders find it difficult to
conceive of a cooperative role. Such a role, they
believe, would jeopardize the allegiance of their
membership. Furthermore, they realize that
management, while accepting the present func-
tion of unions, definitely would not welcome
the broader role of cooperation in production
problems.

This evaluation of the situation is strongly
evident in the statements of every union repre-

" New York, Ronald Press Company, 1941, p. 29.
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sfentative of this study. One unioii hegotiator
expressed his fear of any cooperative program
in these terms:

"The membership would lose confidence in us.
. . . We'd be killing ourselves off gradually."

This same repudiation, coupled with doubts
of the value of cooperative efforts to labor, is
evident in another union spokesman's declara-
tion:

"It converts the union into a company instru-
ment. . . . No company will agree to properly
reward employees for their extra efforts."

Thus, both union and management spokes-
men oppose any move toward cooperative pro-
duction programs. Each group is fearful for
reasons of personal and organizational preserva-
tion, while minimizing any potential advantages
of a positive nature.

Negotiation as an End

Is it not possible that management-union
negotiation may be a long-run asset rather than
a temporary expedient? Could it not be a fun-
damental human relations process rather than
a way station on the route to a mythical goal of
complete cooperation?

Instead of being viewed as an interim, de-
ficient arrangement, collective negotiation is
seen by tractor negotiators as a workable, con-
tinuing process. Collective bargaining meets
the basic needs of such unlike organizations as
the International Harvester Company and the
United Auto Workers (CIO). Although neither
companies nor unions of the industry are fully
satisfied, it is a basic truth that human wants
are unlimited and, therefore, insatiable. If it is
a useful method of accommodating the admit-
tedly divergent goals of tractor managements
and unions, then it is good relations, human or
otherwise.

Perhaps tractor managements and unions
should have attitudes which would make more
cooperative relations possible. This study has
sought to discover what attitudes and relation-
ships exist without judgment as to their desir-
ability. Despite the inevitable frictions and
disappointments of reaching agreement through
real differences in opinion and objective, no
tractor spokesman looks for a better solution of
his organization's problems outside the bounds
of collective negotiation.

Companies similar to those covered by this
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study may well arrive at a similar conclusion:
the needs of both management and union are
best served by a continuation of present collec-
tive bargaining relationships.

Conclusions

It has been the premise of this study that the
foundation for industrial relations is established
by national labor policy as collective bargaining.
Whatever helps promote this process of achiev-
ing mutual agreement is therefore a step toward
good industrial relations.

We have examined the applicability of sev-
eral widely accepted human relations concepts
as experienced in a large American industry.
Three findings of basic importance to all com-
panies seeking better management-labor rela-
tionships emerge:

(1) Wages are a prime, if not the most impor-
tant, element in employee satisfaction in unionized
industry as it is now constituted. This means that
management efforts to provide psychological re-
wards for workers, no matter how desirable in
themselves, cannot serve as substitutes for collective
wage agreement.

(2) Better understanding of management prob-
lems by labor will not necessarily lead to employee
acceptance of management's proposed solutions.
Programs to insure a mutual exchange of ideas and
information are helpful in clarifying areas of agree-
ment and disagreement, but understanding, how-
ever complete, does not guarantee labor's identifica-
tion with management's position in the absence of
commonly held values and objectives. Therefore,
communication and education programs in industry
should be utilized with an awareness of their nec-
essary limitations.

(3) Cooperation through shared responsibilities
for production cannot replace collective bargaining
as the basic management-labor relationship, where
both parties fear the loss of power and organiza-
tional control. Cooperative programs presuppose a
degree of mutual interest which is contrary to the
practical reality in much of American industry.
Collective bargaining recognizes that the interests
of management and labor are not identical, but
seeks workable agreements nonetheless.

For the strengthening of the collective nego-
tiation process in industry .the following sugges-
tions are offered for top-management consider-
ation :

(1) The aim of collective negotiation should be
to arrive at wages and other terms of employment
acceptable to both parties for a given contract pe-
riod. It cannot determine "fair wages." Efforts to
settle the question of wages with finality or to meet
ethical standards of "fairness" are not likely to be
rewarded because the standards vary with the ob-
server.

(2) By taking a reasonable and supportable posi-
tion at the outset of negotiations, management can
win union respect, while meeting management's
obligations to nonlabor groups. Flexibility based
on indecision and opportunistic bargain-seeking
may undermine union confidence in management
and jeopardize essential company interests.

(3) Company profitability may render the task
of reaching collective agreements with labor more
difficult. A positive approach must be taken so that
the union regards profits as a goal of its own inter-
ests as well as of management's.

Human relations, based on the study of
human behavior and social organization, is a
relatively new area of interest and investigation.
It has many facets in which worth-while contri-
butions are being made by serious students in
the various branches of the social sciences. The
few concepts which have been examined and
discussed here are by no means illustrative of
the many fields of fruitful exploration which fall
beneath the broad umbrella of human relations.
A similar clarification of all the terms and con-
cepts in this amorphous area would do much
to eliminate the posturing of fallacious ideas
among the genuine discoveries of the science of
human behavior.

Only by turning to the laboratory of industry
itself will answers to many vital questions of
human relationships be discovered. Even if the
findings made there are counter to what might
be wished, management will still profit from the
answers. Better relations in American industry
will develop most firmly upon a foundation
of knowledge about what men actually believe
and do.






