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INTRODUCTION 

The Metal Trades Committee, at its Fourth Session , became 
the first I.L.O. body since the war 2 to undertake a discussion 
of human relations in industry - to be specific, in the metal 
trades. It was able to agree on a series of important princi¬ 
ples which should govern this approach to the improvement of 
relations between people at work.3 

Towards the end of this discussion certain speakers had 
pointed out that the logical next step would be to discuss the 
practical methods by which employers and workers could give 
effect, in their respective plants, to the principles and the 
methods which the Committee had stated in its conclusions. 
The Committee, agreeing with this suggestion, therefore invited 
the Governing Body of the I.L.O. to place the question of 
labour-management co-operation in metal working plants on the 
agenda of its next session.4 

The Governing Body, taking account of this proposal, 
agreed, at its 121st Session (Geneva, March 1953), to place 
this question on the agenda for the Fifth Session of the Metal 
Trades Committee. 

■** Geneva, 21 April to 2 May 1952. 

p 
At its 11th Session, in 1928, the International Labour 

Conference adopted a resolution in which, inter alia, it 
requested the Governing Body "to consider'the advisability of 
instructing the International Labour Office to follow with due 
attention the progress of the spirit of collaboration between 
employers and employees and to report on the subject from time 
to time". See International Labour Conference, 11th Session, 
1928, Record of Proceedings, Volume I, pp. 712-713. (I.L.O., 
Geneva,~ 1928. ) —— 

3 I.L.O.: Official Bulletin, Vol.XXXV, No. 3, 20 December 
1952, "Resolution (No. 34) concerning human relations in metal 
working plants". See also I.L.O., Metal Trades Committee, 
Fifth Session, Report I, Item 1(a) and (b), General Report, 
Effect Given to the Conclusions of the Previous Sessions, 
(Geneva, I.L.O., 1954), which contains a summary of the exten¬ 
sive comments, on this question and on labour-management co¬ 
operation as well, from governments, and employers’ and workers 
organisations. 

^ Ibid., "Resolution (No. 41) concerning the agenda of the 
Fifth Session of the Metal Trades Committee". 
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The present report, which has been prepared in accordance 
with this decision, is a necessarily modest contribution to the 
discussion for which the Committee had expressed a desire. 
Because of the extraordinary variety of methods which have been 
adopted in metal working plants in various countries, the 
limited objective of this report is to bring to light certain 
major features of a few selected examples in the relatively 
limited space available. Numerous cases of successful labour 
management co-operation have been extensively described in a 
variety of publications, often with a very full treatment of the 
background conditions in the plant concerned as well as details 
of the circumstances leading to the development of the parti¬ 
cular consultation scheme, the practical difficulties encoun¬ 
tered, the steps followed in the development of the scheme and 
its accomplishments and setbacks. 

It would naturally be quite impracticable in this report 
to present even a single case so extensively, let alone a 
selection of such cases. This unavoidable limitation should 
in fact prove to be an advantage, since the members of the 
Committee will no doubt have direct experience of other cases 
of successful co-operation which, they can present in support 
or in contradiction to the experiences reported here, thus 
stimulating the discussion. This is the very purpose of the 
report which, by concentrating attention on the functioning of 
a limited number of cases of successful labour-management co¬ 
operation in individual plants, is intended to provide the 
Committee with a basis for a fruitful first exchange of views. 
From this discussion, the Committee should be able to reach useful 
conclusions on this topic - which is of equally wide interest 
and significance - as it did in the case of the basic question 
of human relations, by clarifying certain basic requirements and 
emphasising the broad working principles which underlie all 
successful experiments in labour-management co-operation. 

For this reason eight cases of successful labour-management 
co-operation in metal working plants have been selected on a 
somewhat arbitrary basis from the sources available. Among 
the considerations which have guided the Office in this choice 
have been the following: (a) the scheme should, of course, be 
successful in achieving its purpose and should have operated 
long enough to give evidence of continuing activity; (b) if 
the plan had not in every case been worked out in co-operation 
with the trade union concerned, it should not be one opposed 
by the union, in so far as the Office could learn; (c) examples 
should be sought in as many countries as possible, and (d) the 
information available should be sufficiently full and up to 
date to permit an adequate description of the case. With 



this last criterion in mind, each has been described as con¬ 
cisely as possible, attention being devoted particularly to 
the in-plant relations and to the practical lessons learned. 

No attempt will be made to examine the legislative 
enactments or the collective agreements which, in a number of 
countries determine, in varying degrees, the form of labour- 
management co-operation in the individual undertaking and which 
often, especially in the case of legislation, apply to all 
industry; a summary of these would claim too much space. In 
any case, this information is very fully presented in a report 
on co-operation in industry issued by the 1.1.0. only three 
years ago.l More recent developments have been reported in 
Industry and Labour.2 The reader is therefore referred to 
these sources for all information of this kind. 

It is, of course, evident that these external conditions 
tend to influence in greater or lesser degree the form joint 
consultation or labour-management co-operation takes within 
the individual undertaking. They may also be a determining 
factor in the success of arrangements in one country, which 
because of differing social and political conditions would have 
little or no prospect of being successfully applied in another 
country. However, it will be found equally true that forms 
of consultation which have worked with success in plants in 
countries with differing social and political systems fail in 
other plants in these same countries. It is for this reason 
that the present report sets itself a limited task - by concen¬ 
trating on the day-to-day relationships of people in a working 
community (the plant), to cut across the varying social, 
political and economic conditions which affect the metal trades 
in the different countries, in order to gain an understanding 
of the essential elements which make it possible for a group of 
people in industry to reach what is assumed to be in each case 
the same common fundamental objective - that is, the search of 

I.L.0.: Co-operation in Industry: Workers, Employers, 
Public Authorities, Studies and Reports, New Series, No. 2o 
(Geneva, 1951) which contains a substantial survey (pp. 5-109) 
of the different forms of co-operation between employers and 
workers in the undertaking in a number of countries. 

^ I.L.O.: Industry and labour, Vol. VIII, No, 7, l October 
1951, ’’Position of Works Councils in Prance”; Vol. IX, No, 3, 
1 February 1953, ’’Representation of Workers in Undertakings in 
the Federal Republic of Germany”; Vol. IX, Nos. 5-6, 1 and 15 
March 1953, ’’Development of Industrial Relations in Belgium”; 
Vol. X, No. 6, 15 September 1953, ’’Works Councils in Czecho¬ 
slovakia”, Vol. X, No. 11, 1 December 1953, ’’Establishment of 
Works Committees in Italy”. 
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people everywhere for the greatest degree of satisfaction^" 
possible in their daily occupations. 

Even more than in the case of the study of human rela¬ 
tions , whose conclusions are generally taken for granted and 
at times explicitly restated in this report, this study of 
labour-management co-operation in metal working plants must 
take full account of I.L.O. social policy in this field, in 
particular of past conclusions of the Metal Trades Committee 
on this question2, but especially of the decisions of the 

’’Satisfaction” is to be understood in its widest sense 
and involves physical, psychological and even spiritual aspects 
- a positive sense of accomplishment, a share in a community 
of purpose. 

p 
In the resolution (No. 6) concerning industrial rela¬ 

tions in the metal trades the Committee, ’’noting that the rela¬ 
tions between employers and workers tended increasingly to 
cover different sorts of problems”, stated inter alia that - 

’’Whereas it is of the greatest importance for the 
industry as a whole: (a) to satisfy the common desire 
of the employers and the workers to secure the prosperity 
of the metal trades, on which the welfare of the workers 
depends: (b) to guarantee the respective rights of the 
parties concerned; and (c) to avoid confusion between 
respective functions, and unnecessary interference .... 
considers that a distinction should be made between the 
bodies required to deal with social questions and those 
required to deal with questions of a purely economic or 
technical character; 

And without wishing to go into details regarding 
the machinery of the necessary institutions, recommends ... 

B. In the economic and technical field . 

(b) the establishment of joint committees on the 
factory level with the object of maintaining and develop¬ 
ing production without restricting the prerogatives of 
management should also be taken' into consideration.” 
(I.1.0.: Official Bulletin, Vol. XXX, No. 2, 15 September 
1947, pp. n^irnr 

(Footnote continued on following page) 
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International Labour Conference. At its 35th Session 
(Geneva, 1952) the Conference adopted a Recommendation setting 
forth very concisely the agreed essential principles for co¬ 
operation between employers and workers at the level of the 
undertaking, together with a resolution detailing some of the 
conditions.,which should guide the development of this co¬ 
operation. These texts, together with extracts from the report 
of the Committee on Industrial Relations, will be found in the 
Appendix, p. 220. 

These questions and others related to the subject are dis¬ 
cussed as follows in the report: 

First of all, in order to clarify certain generally agreed 
conceptions, three questions are briefly considered in Chapter I 
- "Why should there be labour-management co-operation?”; Next, 
”What is understood by ’practical methods of lab our-management 
co-operation*?”; and, finally, ”How does this co-operation work 
in practice?”. 

(Footnote continued from previous page) 

In the resolution (Ho. 28) concerning studies to be under¬ 
taken by the Office regarding labour-management co-operation, the 
Committee invited the Governing Body of the International Labour 
Office - 

”1. ... without prejudice to any form of co-operation, 
to request the Office to provide the Committee with the 
fullest possible information relating to co-operation, to 
the extent that it exists, between employers and workers in 
the social, economic and technical fields at the national, 
industry and undertaking levels. 

2. The information should not only include cases in 
which governments interest themselves in the activities of 
workers’ or employers’ organisations in the form of direction, 
supervision, or collaboration on a tripartite or any other 
basis, but also the cases in which their activities are com¬ 
pletely independent. 

3. Indication should also be given as to whether the 
decisions reached at the level of the undertaking by the 
employers’ or workers’ organisations are dependent on or 
independent of decisions of employers’ and workers’ organi¬ 
sations reached at industry or national levels.” (I.L.O.: 
Official Bulletin, Vol. XXXI, No. 2, 15 September 1948, 
p. 1257. 

^ See Industry and Labour, Vol. VIII, Nos. 1-2, 1 and 15 July 
1952, pp. 58-63• 
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Chapter II analyses, as explained earlier, eight selected 
cases of successful labour-management co-operation. Despite 
efforts to achieve uniformity of presentation in the various 
cases, this has proved difficult because of the varied form of 
documentary material available for the different examples, and 
to which reference is made in each case. Although these sources 
have on several occasions been drawn on heavily in the description 
of specific cases, indications of quoted passages or reference 
footnotes have been held to a minimum for the purpose of making 
the accounts more readable. This documentation has been ampli¬ 
fied and brought up to date with first-hand information obtained 
in the course of visits to several of these plants as well as to 
others, in the United States, Canada, the- United Kingdom, Prance 
and Germany. 

Chapter III attempts to reach an over-all view of the 
experiences described above and to bring out the principal 
subjects which might usefully be considered by the Committee 
in the light of these experiences. 

The main aspects developed in Chapter III are then sum¬ 
marised for the convenience of the Committee in Chapter IV, 
as a series of suggested ’’Points for Discussion”. 



CHAPTER I 

WHY LABOUR -MANAGEMENT CO-OPERATION? 

"This is a time for greatness, a time for courage, 
for wisdom and purposeful living; a time of great opportu¬ 
nities, tremendous enterprise and magnificent adventure. 

Whether we like it or not, this is a new age demand¬ 
ing new methods and new men; an age in which industry will 
play a predominant and increasingly important role in con¬ 
tributing to the reshaping of the social structure of the 
community in which we live. 

The old world failed. It failed because it could not 
strike a balance between a rapidly advancing scientific and 
technical skill and the skill which is needed to acquire 
human co-operation. This involved us in two world wars 
of increasingly exhaustive effect. 

The time has come for all men of courage and goodwill 
to revise their thinking and plan for a new world in which 
men will live and work together in harmony; a world in 
which the status ana dignity of man will be fully acknow¬ 
ledged. The emphasis will no longer be on machines for 
mass production, or planning, or new factories, or new 
designs, new discoveries, but on men - where they like to 
work together, how they like to work together, when they 
like to work together and why? These considerations will 
be a fundamental responsibility and a first principle of 
any efficient and successful business enterprise. 

labour relations have become human relations. Prom 
now on industry will work to a deliberate plan for security 
and full employment; it will work to provide greater human 
satisfactions, that all men may live and live abundantly. 
The magnificently enterprising industrial history of the 
last 150 years must be linked up with an increasing know¬ 
ledge of the ’humanities1 ; the two-^should be harnessed for 
the mutual benefit of all mankind." 

* # # 

The subject matter of this report can be approached from a 
number of different points of view. 

V.M. Clarke, New Times, New Methods, New Men, G-eorge Allen 
and Unwin Ltd., London, 1950, pp. 11-12. 
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Effective co-operation between management and workers in an 
undertaking can be considered as the practical expression of the 
principles of human relations and their application, as endorsed 
by the Committee at its last session. It can also be con¬ 
sidered as a method for mobilising the goodwill and efforts of 
all in an undertaking towards the more effective use of its 
resources, financial, material and human, thus increasing its 
value to all who depend on it for their livelihood - in other 
words, towards an increase in productivity. In a more practical 
way too it can be considered as one of the devices designed to 
meet the wish of the workers to have a share in the improvement 
of their working conditions in matters not covered by collective 
bargaining machinery. 

However we may view the question, we can certainly all 
agree that since most people spend a large part of their con¬ 
scious life at work, the attempt to make this important part of 
a personTs life more deeply satisfying, to give him a real sense 
of participation, is an extremely worth-while effort and one 
which experience has repeatedly shown to be profitable to both 
management and the workers concerned. This idea can be phrased 
in another and more positive way. The view is increasingly 
held, that a plant can usefully be considered as a small community; 
the individuals at work there have the same general needs as 
people in any other community generally. 

In fact, this is the conception which underlies and gives 
strength to the conclusions of the Committee in regard to human 
relations' in metal working plants. It seems, therefore, logical 
to give substance to these conclusions through some practical 
measure of labour-management co-operation. 

The Committee recognised that the creation of sound human 
relations depended on a conception by management - and one which 
could be approved by the workers - recognising all those 
employed in an undertaking as human beings and as partners in 
carrying cut the objectives of that undertaking. The Committee 
nconsidering that a reciprocal spirit of cordial co-operation 
between top management, the supervisors and the workers of an 
undertaking is an essential factor in creating a better human 
atmosphere, improving conditions of work and the wellbeing of 
all those employed in it, ensuring its good running and increas¬ 
ing its production and prosperity in the general interest”, 
outlined in a series of specific ’’Points for the Guidance of 
Employers and Workers” the essential elements which should 
underlie practical labour management co-operation in those same 
plants.1 

Resolution (No. 34) concerning Human Relations in Metal 
Working Plants, op. cit. 



Because we live in an age of rapid change, of unrest, of 
conflicting ideologies, there is a special need and urgency for 
everyone to foster every device which will give the individual - 
at home, in the office, at the work-bench or at a machine - a 
sense of emotional security, of relatedness to his particular 
activity and to the group with which he is associated, of 
positive meaning in whatever may be his occupation. One ele¬ 
ment in achieving these objectives, which are important to the 
individual’s wellbeing and vital to the life and health of the 
community, are the institutional arrangements at the disposal of 
the individual worker to take an active part in the life of his 
working community, i.e. the plant where he is employed. 

Elton Kayo was perhaps the first in this field to recognise 
and describe in vivid terms the individual difficulties as well 
as the group tensions which are an inevitable part of our pre¬ 
sent industrial society with its rapidly changing conditions - 
an ’’adaptive society”, he called it, in contrast with the 
earlier established society in which men acquired both tech¬ 
nical skill and the capacity for collaboration slowly, by 
’’living into” a prescribed set of traditional routines, as 
through the apprenticeship system. . To meet these changes 
we must learn new ’’social skills” and develop ”a co-operative 
personal attitude of individuals on the one hand and the 
system of communications in the organisation on the other”. 

« 

This impact of industry on man and society and the fact 
that these effects may be of greater significance in our present 
economic and political systems than the physical output of our 
factories, has been eloquently expressed by Professor J.M. 
Clark.2 ’’The most important product of industry is what it 
does to the lives of the people who work for it; and for its 
own Safety it needs to contribute to making well balanced indi¬ 
viduals whose social faculties are neither atrophied nor per¬ 
verted. ’’ 

It is this need and this opportunity which Mrs. V.M. Clarke 
points up so vividly in the passage quoted at the beginning of 
this chapter, an opportunity which the Committee can seize, a 
need to which it can make a significant contribution in so far 
as its discussion on this report and the conclusions it reaches 
may help to advance sound methods of labour-management co¬ 
operation and lead to their wider application in metal working 
plants. 

The Social Problems of an Industrial Civilisation, 
Harvard University, School of Business Administration, Division 
of Research, Boston, 1945. 

^ Alternative to Serfdom, Knopf, Hew York, 1948, p. 50. 
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Many difficult problems face every community and every 
country in the field of industrial relations; labour-manage¬ 
ment co-operation within the individual plant is necessarily 
related to these wider problems and influenced by them, but 
its working can still be considered independently of - 
though not without regard for - these outside factors. 
However, widespread success of sound labour-management co¬ 
operation practices in each particular industry is clearly 
of the greatest importance to the development of healthier 
industrial relations and adds further to the mental health 
of the community itself; they can thus play a significant 
part in helping the people concerned - and they are frequently 
the same on many practical occasions - to work more success¬ 
fully towards a solution of these broader industrial relations 
problems in their respective plants. 

As noted above, successful labour-management co-operation 
has been proved in many plants to be of real value in mobilis¬ 
ing the goodwill, the interest and the energies of all con¬ 
cerned to increase productivity. Such arrangements have 
made it easier to work out the many ticklish problems which 
have arisen in this connection: such difficult matters as 
ensuring to the workers a fair share of the gains achieved 
and meeting the difficulties connected with technological 
unemployment - two problems with which the Metal Trades 
Committee had concerned itself at previous sessions.1 

Although the idea of joint consultation is certainly not 
new^ and even though practical efforts and relatively successful 

I.L.O.: Official Bulletin, Vol.XXXI, No.2, od cit., 
Resolution (No.23) concerning Technological Improvements and 
their Effects on Employment, but more especially Resolution 
(No.36) concerning Productivity in the Metal Trades; see 
paragraphs 4 and 5 (concerning Protection of the Interests of 
Displaced Workers) and the Preamble, as well as paragraphs 8-10 
of the Report of the Subcommittee on Productivity in the Metal 
Trades (concerning Distribution of the Gains from Higher Pro¬ 
ductivity); see Official Bulletin. Vol. XXXV, No.3, op cit. 

2 
For instance, this comment in the first Whitley Report 

made in 1916 has a singularly current "ring" to it: "A per¬ 
manent improvement in the relations between employers and 
employed must be founded upon something other than a cash basis. 
What is wanted is that the workpeople should have a greater 
opportunity of participating in the discussion about and the 
adjustment of those parts of industry by which they are most 
affected." See Reconstruction Committee, Subcommittee on 
Relations between Employers and Employed: Interim Report on 
Joint Standing Industrial Councils,London,1917,Cmd.8606,§24. (The 

(Footnote continued on following page) 
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experiments were started many years ago in a number of 
countries to bring about co-operation on ”matters of joint 
interest”, i.e. successful operation of the undertaking from 
which alone could come larger output to be shared among all 
interested parties, it is reasonable to speak of'the wider 
trend today and of the renewed and sounder interest in the work¬ 
ing of joint consultation in industry as "a new conception”. 

As Sir Walter Monckton, British Minister of Labour and 
National Service pointed out on a recent occasion-*-, a new con¬ 
ception of industrial democracy leading us away from the idea 
of ”sides” and ’’areas of conflict” is necessary to get through 
without conflict what is sometimes called the second phase of 
the Industrial Revolution and to emerge a nation of happy and 
prosperous people. 

”It will help us on our way”, said Sir Walter, ”if the 
old employer-workpeople relationship can be gradually developed 
into something nearer membership of a working team. This may 
seem to you a distant dream, but, in spite of discouragements I 
do not think so. 

’’The change will certainly not be brought about by 
government or employers or workpeople alone. It calls for 
a greater measure of give and take, of working together, than 
even we in this country have so far been able to achieve in our 
industrial structure. Certainly we cannot afford to look 
backward to outworn methods of discipline or to practices that 
had as their objective the furtherance of sectional interests. 

(Footnote continued from previous page) 
Chairman of the Subcommittee was the Hon. J.H. Whitley, M.P., 
whose name has become attached to the reports, of which the 
above is the first, and to the joint consultation bodies which 
were set up in a number of plants following the publication of 
the reports.) 

See also International Labour Conference, 11th Session, 1928: 
’’Resolution concerning the progress of the spirit of collaboration 
between employers and employed”, in Record of Proceedings, op. cit.; 
and Studies and Reports, Series A (Industrial Relations), Studies 
on Industrial Relations , I, II, III, Nos. 33 (1930 ), 35 (19 3 27and 38 
(1935), *a series of case studies on industrial relations, includ¬ 
ing methods of collaboration between employers and workers, in 
selected plants - several of them in the metal trades - in various 
countries, (I.L.O., G-eneva) . 

^ At the annual dinner in connection with the Directors’ 
Conference of the Industrial Welfare Society: from the Editorial: 
”A New Conception”, Industrial Welfare and Personnel Management, 
London, Vol. XXXV, No. 1, January-February 1954, p. 1. 
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’’But discipline of course there must be - the discipline 
which is inseparable from true freedom. The acceptance of it 
is derived from the implicit acknowledgment that membership 
of a free society involves a readiness to match the advantages 
which flow from it with a full and honest contribution of ser¬ 
vice and effort. 

’’All this leads to the conclusion that .... what we have 
to rely on is the character of our people, and for my part 1 
would not have it otherwise. The great qualities are there - 
courage, endurance, humour, simplicity and patience, pride in 
the job, which is the child of skill and experience, modesty 
and willingness to learn from others and from our own mistakes 
- pride in 'traditions and achievements of the past and a deter¬ 
mination to lay the foundations for a better, sounder and fairer 
future.” 

Sir Walter was speaking of the people of the United Kingdom, 
but his remarks are essentially true of the spirit and purpose 
of the people of any country, and his views are, today, being 
echoed in statements and exhortations the world over. 

from the point of view of the Committee, however, what 
matters is to discover the individual achievements in labour- 
management co-operation, to identify their common characteristics, 
and make thorn more widely known, as an element of guidance for 
every attempt at improving relations; many of these, unfortu¬ 
nately, are often made in ignorance of the problems involved 
and of possible solutions, and thus invite failure. It is as 
true of joint consultation as of human relations that it is ”a 
technique or an .art requiring a combination of common sense and 
training in specialised skills on the part of t hose who are to 
put it into effect 

This same idea of a ’’new conception” of industrial rela¬ 
tions has been eloquently expressed by Clinton G-olden and p 
Harold Ruttenberg in The Dynamics of Industrial Democracy.'' 
On another occasion, however, G-olden "seems to have expressed 
the very essence of Sir Walter Monckton’s thought in urging 

1 Resolution (No. 34) concerning Human Relations in Metal 
Working Plants, op. oit., ’’Points for the Guidance of Employers 
and Workers”, B(2) . 

2 
Harper and Brothers, New York, 1942. 
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that”....the time has come when, instead of looking into the 
causes of conflict that we know and hear so much about, we 
ought to try to discover how much peace there is and what makes 
peace.”! It was, in fact, with this remark, at an N.P.A. 
meeting in December 1946, that Golden launched his idea, which 
gained the full support of that Association, for a series of 
case studies on the Causes of Industrial Peace under Collective 
Bargaining, of which the first case described in the present 
report, 4Ke Lapointe Machine Tool Company of Hudson, 
Massachusetts is one.2 

Although the impact of this vast enquiry on labour- 
management relations in U.S. plants can evidently not be 
appraised directly, there is ample indirect evidence of the 
widespread interest it has aroused and of the attention the 
studies have received in union and management publications as 
well as from the press and radio.3 of the 120,000 copies 
published to date ”only limited supplies remain unsold”. 
They have been principally distributed to companies, unions, 
universities and organised labour-management groups. Their 
influence has extended beyond the confines of the United States, 
however; 1,000 copies of each report were purchased by the 
Foreign Operation Administration and its predecessors for 
distribution in the 16 countries members of the O.E.E.C., as 
evidence of the practical value of good labcur-management 
relations. The findings of these studies have been discussed 
at N.P.A. headquarters with 120 industry and labour teams from 
various countries, who have returned home taking some 5,000 
copies of the studies with them. 

Here, clearly, is an indication of the wider significance 
of studies of this kind and of their importance in stimulating 
intelligent interest in the practical possibilities of improved 
relationships between management and employees. 

Causes of Industrial Peace-under- Collective Bargaining, 
Case Study No. 10, The Lapointe Machine Tool Company and 
United Steelworkers of America”, National Planning Association, 
Washington, D.C., November 1952, p. VI. 

2 !!!!« 

3 
See N.P.A., Final Report (No. 14) in the series on the 

Causes of Industrial Peace under Collective Bargaining, 
pp. 99-101. 
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Furthermore, in its analysis of the Lapointe case, the 
N.P.A. was able to relate certain broad characteristics of 
labour-management relations- in this firm with those already 
noted in the nine cases previously studied and to find these 
conclusions generally confirmed, thus giving them added force 
and validity; they are summarised in Chapter III of the 
present report. 

It is v/ith the same general purpose that this report 
presents, in considerably less detail unfortunately, a selected 
group of !,Case Studies”, out of which the Committee may find 
it possible also to draw conclusions of wide significance and 
general validity. 

At this point it. should be emphasised that, in presenting . 
this series of case studies, the purpose of the report is not 
to hold up certain plants as models but rather, through dis¬ 
cussion in the Committee, to share their practical example 
that ”it can be done”, and by describing each experience in 
some detail,’ to provide an understanding of ”how it was done” 
and thus make those achievements more generally applicable. 

It is also evident that the value to the community of the 
achievement of a high level of co-operation in a particular 
plant will be considerably heightened if it can be shared with 
others through the employers1 and workers1 organisations in 
the industry. Nevertheless, the mere description of the ex¬ 
periences which are given in Chapter II will have served a 
useful purpose if, out of a discussion by the Committee, know¬ 
ledge of the ways and means by which employers and workers can 
successfully co-operate in undertakings does become more wide¬ 
spread and if, through its conclusions, the employers1 and 
workers1 organisations in the metal trades, can have these experir-. 
ences called to their attention. 

On the other hand, it should be clearly understood that 
reference to the N.P.A, series of cases is not intended to imply 
that this brief report is thought to approach in any way the 
usefulness of this series. It can merely Scratch' the surface 
of this vast topic; one which, like ’’human relations”, has taken 
on a new importance and intensity as part of the search of men 
and women everywhere for opportunities to make their daily work 
a more satisfying experience and of individual managements.to 
find a more effective answer to the need for higher productivity. 

The problem is clearly one of finding those practical 
methods which, far from impairing industrial efficiency or 

1 
See page 24, Ch. III. 
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substituting group decisions for essential managerial initiative, 
will heighten the productivity of the undertaking .and that of 
the individual worker. Ways must and can be found - as demon¬ 
strated in the cases reported in Chapter II - of reducing the 
frustrations which the worker faces in his "normal” industrial 
setting and eliminating his feeling of futility and isolation 
in his work by making it possible for him as an individual to 
participate, within the area where he can usefully do so, in 
handling the daily problems of his particular undertaking in a 
responsible manner. 

The detailed form of co-operation best suited must be 
adapted to each particular firm, but this is not the important 
point at this stage. What matters is agreement on the funda¬ 
mental ways and means of achieving satisfaction for the indivi¬ 
dual at work and promoting the development of "adult" union- 
management relationships based on mutual confidence and respect. 
The whole question is clearly in a state of intense flux and is 
in rapid evolution at present. If useful work is to be done 
through discussion of this topic by the Metal Trades Committee, 
there will be need first of all to recognise the vast extent of 
the problem as a whole, with its implications at the national 
and industry levels and in social and political fields in the •. 
widest sense, as a means of deliberately narrowing the discussions 
to the specific problem at hand - co-operation between manage¬ 
ment and employees in the individual plant. 

This report merely seeks to bring to light - through a 
very limited number of examples - certain trends, a picture 
of certain accomplishments now. The Committee will no doubt 
recognise in its discussion the vast reaches of this topic and 
may well wish to take it up again for a renewed examination at 
a future session. 

What is Meant by Labour-Management Co-operation? 

One of the first conclusions which follows an examination 
of labour-management co-operation practice is that the accepted 
meaning of the term clearly varies in the different countries 
and even within a single country. In practical application, 
it ranges from quite informal arrangements -often backed by 
explicit management policies (and frequently agreed to by the 
union representatives), for keeping all levels of the staff 
informed of management’s plans, policies and problems, and 
keeping management constantly informed of the views of the 
workers, making their contribution possible on.a day-to-day 
informal basis - to a wide -range of formal consultation 
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arrangements, such as lab our-management committees, works 
councils, etc., including bodies set up on the basis of 
collective agreement or by national legislation.1 

However, effective labour-management co-operation, both 
informal and formal, functions as ’’social therapy” and repre¬ 
sents a clear response to the legitimate adult needs and demands 
of the workers for a voice in the running of the plant which 
ermploys them. In its more developed forms it is ’’industrial 
democracy” at its best. 

C/ « 

As indicated earlier, this report concentrates attention 
on the particular aspects of labour-management co-operation 
which give effect to the principles of human relations adopted 
by the Metal Trades Committee as desirable objectives in them¬ 
selves. It does not concern itself, however, with the wider 
aspects of social policy or of industrial relations. The 
approach adopted is based on the view that effective discussion 
by the Committee on this somewhat restricted topic should prove 
more fruitful than a wider debate, by helping - as it did in the 
case of the discussion on human relations - to clear away a 
certain amount of the confusion and misunderstanding which sur¬ 
rounds this contentious topic. This should make it possible 
for the Committee to roach constructive conclusions in this 
limited area, as a contribution to the ultimate objectives which 
the Committee has repeatedly endorsed: to improve conditions 
in metal working plants in all countries in the world and to 
raise those conditions to the point where these plants become 
truly ’’desirable places to work in”. 'Further, these dis¬ 
cussions and the Committee’s conclusions may well serve as a 
basis for guidance to industry in the wider sense. 

Labour-management co-operation, therefore, will be taken 
in this report to cover both formal and. informal arrangements 
which are being worked out in an increasing number of plants 
in many countries, directed towards more effective two-way 
communication through regular consultation between management 
and employees, for the purpose of - 

As noted in the Introduction, limitations of space make 
it impossible in thi-s report to review the organisational 
structure of labour-management eo-operation in the various 
countries. A short description will bo found in the Report 
on Labour-Management Co-operation (Report IV, pp. 76-92) pre¬ 
pared for the Second Session of the Metal Trades Committee 
(Stockholm,1947). For a more complete and up-to-date summary 
see Go-operation in Industry, op cit. 
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maintaining continuous understanding between top management, 
supervisors and workers regarding day-to-day problems in order 
to develop a sense of common purpose and to achieve the best 
possible operating results; 

providing everyone with a clearer insight into the economic 
and technical conditions of the undertaking and its purposes, 
and encouraging interest in self-education and vocational 'brain¬ 
ing; 

developing, with the active participation of all employed 
in the plant, safe and healthful working conditions, security 
of employment and a sense of satisfaction with their work; 

giving every group in the undertaking the opportunity to 
participate intelligently in the solution of' both major and minor 
problems, not covered by collective bargaining, which .arise con¬ 
stantly in any operating unit, before they reach the crisis 
stage. 

Consultation as thus understood is a safety valve, a 
channel for giving everyone in the firm a sense of active 
participation in its daily life, a means for self-realisation 
in work. In practice this means, as a study of current 
experiences makes evident, that, to be fully effective, labour- 
management co-operation requires that employees have clear 
evidence of sharing in the business of the undertaking, both by 
being enabled to make a real contribution to its more efficient 
operation and by being given a share in the increased benefits 
resulting from this increased efficiency, either through some 
form of financial participation or bonus scheme, through wage 
increases or through both or even through other advantages. 
Hence, in practice, it will be found, and this is confirmed in 
several of the examples given in. Chapter II, that joint con¬ 
sultation schemes are often combined with financial participation 
arrangements, although this sharing is sometimes worked out 
through different means, such as higher wages for instance. 

However, since formal consultation arrangements are both 
more interesting to describe than informal methods (by which 
management may in certain cases keep successfully in touch with 
its employees) and more clearly meet the objectives set forth in 
the two resolutions on., the subject previously adopted by the 
Metal Trades Committee1, the "cases1’ described in Chapter II all 
deal with such formal arrangements. 

1 Resolutions Hos. 8 and 28, op. cit. 
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It is, of course, impossible to describe all the devices 
which hove beer and are being -fried out to overcome the isola¬ 
tion of men at work in increasingly large groups. One evident 
aspect of joint consultation is an attempt to recover the 
advantages of the small plant, where the "boss" knew all his 
workers and they all knew him, and many cases of informal 
consultation appear to meet this need with some success. * 

Labour-management co-operation meets other needs and 
objectives, however: it has been generally recognised as the 
basis for an effective productivity pro gramme; the bigger the 
plant beyond a certain modest size, the greater the need for 
this type of liaison. 

Labour-management co-operation in all its forms is the 
expression of managements purpose - freely accepted by the 
workers or their representatives - of giving the worker a sense 
of belonging, of effective participation in the life of his 
work community. 

Consultation in this broader sense has, in nearly every 
case of successful operation, been found to be carried out 
through joint bodies of various kinds acting in an advisory 
capacity only. The fact that the management of an undertaking 
is the exclusive province of the employer has been recognised 
in more or less explicit form in nearly every case, but with 
varying degrees of limitation on the extent of the area involved. 
However, if joint consultation in a given plant is an expression 
of mutual agreement to consult on social and economic problems, 
other than those matters reserved for collective bargaining, then, 
in spite of its advisory nature, joint consultation will be 
effective and will perform a useful function because it will be 
maintained only in so far as it is given an opportunity to make 
a real contribution. This is a sort of circular -argument: if 
management sincerely wants to have the confidence of its workers, 
if it wants joint consultation, then it must really consult, i.e. 
take the advice of its employees generally and only reject pro¬ 
posals for good and sufficient reasons. Unless the workers find 
in joint consultation a real and continuing opportunity to 
make their contribution to the running of the plant they will 
very rapidly lose interest and the scheme will fail through lack 
of support. 

However obvious this statement may appear, it cannot be 
sufficiently stressed. This inescapable necessity for both 
management and workers to make a voluntary, advisory body work 
and work usefully and effectively if it is to survive at all, 
should go a long way, if it is properly understood, to ensure, 
where there is goodwill on both sides at the outset -and this 
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too is clearly essential - that joint consultation, in that 
sense, can well serve its purposes of a channel for two-way 
communication and for giving employees a means of having an 
effective part in the operation of the undertaking. 

Consideration of another general aspect of labour- 
management co-operation is needed at this point. Its develop¬ 
ment in the individual plant is a process of growth and, like 
all growing, it is a slow and a frequently difficult one. It 
is not simply a matter of management and union, or one or the 
other, recognising the value of co-operation and rationally 
wanting to achieve it; it is a process of education in new 
attitudes and methods of dealing with each other for top 
management and for union leaders, as well as for individual 
supervisors and workers'. It is far more influenced by 
emotional factors than by rational attitudes; it involves a 
myriad of small changes in thinking and behaviour which nor¬ 
mally occur imperceptibly day by day often over an extensive 
period of time. Although the rate of growth may vary sometimes, 
depending upon circumstances, sudden jumps occur rarely and 
then only as a consequence of rather severe crises. Thus, some 
co-operative plans have emerged suddenly as the result of the 
very real threat of the complete bankruptcy of the company. 
This is not normal growth, but an abnormal ’’spurt” brought 
about by a crisis. 

Study of the way in which labour-management relations tend 
to evolve in individual plants has convinced observers! that 
union-management relations follow a fairly typical course of 
historical change. ’’When a union is first organised in a 
plant, the relationship is likely to involve a high degree of 
suspicion and conflict. Usually this Tfighting stage’ 
gradually disappears, and is followed by a relatively neutral 
stage characterised by a decrease of suspicion, a growth in 
mutual understanding, and in general a mildly friendly atmosphere. 
This is the stage of successful collective bargaining. Where 
circumstances have been favourable, a third stage in union- 
management relations emerges. This is a stage in which 

See for instance, Frederick H. Harbison and John R. 
Coleman; Coals and Strategy in Collective Bargaining, Industrial 
Relations Center, University of Chicago, published by Harper 
and Brothers, Hew York, 1951; Irving Knickerbocker•and Douglas 
MeGregor; Union Management Co-operation - A Psychological 
Analysis, Department of Economics and Social Science, Massachusett 
Institute of Technology, Cambridge, Mass., Series 2, Ho. 9> 
October 1942, also published in Personnel, Vol. 19> Ho. 3> 
American Management Association, Hew York. 
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suspicion and conflict have disappeared, and in which the 
atmosphere is one not alone of acceptance, but of constructive 
joint efforts to solve mutual problems. The term union- 
management co-operation has been applied to this third stage of 
the historical process. 

The authors point out that this transition from stage t o 
stage can usefully be compared to the process of psychological 
growth and development experienced by the individual as he 
passes from infancy through childhood and adolescence to 
maturity. 

This process is marked by four important characteristics 
which apply equally to the development of the individual and 
to that of union-management relations. It is first of all, 
as noted above, a slow and difficult process. In the second 
place this growth process is uneven; "maturity is achieved 
in one small way today and in another tomorrow. Many 
’childish* habits and ways of thinking are retained long after 
their usefulness has apparently disappeared. The differences 
between one stage of union-management relations and another can 
be viewed only in the over-all sense”,2 

A third characteristic of this process is that "it may 
be arrested at any stage. Just as some individuals of forty 
are still at an adolescent level of emotional development, so 
do some union-management relationships remain in the fighting 
stage for long periods of time. When one recognizes how 
complex are the necessary emotional adjustments between indi¬ 
viduals and groups in union-management relations, it is not sur¬ 
prising that only a small proportion of union-management com¬ 
binations have succeeded in reaching a fair degree of maturity". 

Finally, the authors point out, "psychological growth, 
unlike physical growth, is a two-way process. Retrogression 
is not at all unusual. Occasionally, in a critical situation, 
mature habits and ways of thinking that have been acquired 
painfully and slowly will suddenly disappear, to be supplanted 
by childish ones that have been presumed to be long since dead", 
e.g. in a co-operative meeting between unrion and management, 
"someone my inadv3rtent 1 y bring up a point ‘which strikes at 
the heart cf an emotional ’blind spot’ of one or more of the 
participants"* 
times last not 

9 • • • • *— 

The results 
for minutes or 

of such a retrogression may some- 
hours but for months or even years 

~ Knickerbocker and McGregor, op. cit., p. 2. 

^ Ibid., p. 3• 
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This process of development is well exemplied in the 
first case described in Chapter II - that of the Lapointe 
Machine Tool Company - because of the carefully documented 
historical background available. It is clear, however, even 
from the information available, that in several other cases 
co-operation did not come easily; this is true, for instance, 
of the Sangamo Company (Case No. 7), and a similar evolution 
could no doubt be traced in the other cases if adequate informa¬ 
tion on the history of the individual firms were available. 

How does Labour-Management Co-operation Work? 

The next chapter presents a group of selected cases of 
successful joint consultation, selected because of the wide 
variety of bases upon which these schemes have been set up and 
because of their generally acknowledged success over a con¬ 
siderable period of time. 

However, before dealing with these cases, certain general 
observations may be in order, particularly intended to emphasise 
the fact that the cases selected can in no way be considered 
"representative” of anything but themselves. Any attempt to 
cover the whole range of effective labour-management co-operation 
arrangements would involve a quite impossible task and a useless 
one because the result would be a very unwieldy document. 

Certain basic trends can be noted, however. 

In the United States, for instance, where management has 
shown on the whole a distrust of formal " lab our-management 
co-operation” machinery, it is a recognised fact that con¬ 
sultation goes on very actively and is most successfully meeting 
the objectives underlined earlier in this chapter. It is one 
aspect of labour-management relations that leas particularly 
impressed most of the Productivity Teams from various European 
countries which have visited the; United States in recent years. 

"In all our contacts with the workers and foundry 
executives of the United States we were struck by the high 
degree of co-operation between them. There is definite 
evidence that on the whole harmonious relationships exist between 
management and workers’ representatives. The trade union 
secretary appears to have free access to the union shops visited 
by t he Team, to have a fairly close knowledge of the processes 
in the works and to have friendly contacts with the manage¬ 
ment. The American worker realises that his personal 
prosperity is dependent upon the success of the company employing 
him. "1 

^ Anglo-American Council 
(London, 1950), p. 8. 

on Productivity: G-rey Ironfounding. 



22 

Similar observations can bo found in almost every Pro 
cluctivity Team report.^ 

Such consultation will take many forms. It may go all 
the way from well-worked out and continuously operated arrange¬ 
ments for ensuring a two-way flow of information and comments 
between workers, supervisors and management, to arrangements for 
calling on interested groups of employees for their consideration 
of specific problems and proposing solutions on an ad hoc basis. 

The following, one among many such arrangements, may serve 
as an example of one type of informal consultation: 

nA new approach to the problem of employee- 
management meetings - one which provides for an 
informal meeting on topics selected by the employees - 
is currently being used at the Lewyt Corporation, a 
New York vacuum cleaner manufacturer. The Corpora¬ 
tion’s production emploj'ees are represented bjr the 
AFL Electrical Workers. 

According to Walter Ronner, lewyt’s labor rela¬ 
tions director, a meeting on company time with six 
employee-selected representatives is scheduled once 
a month for each of the Corporation’s 18 departments. 
Other employees have an opportunity to serve on the 
worker committee since one committeeman is replaced 
each month. Two weeks prior to the meeting, the 
employees, after consultation among themselves, sub¬ 
mit an agenda to management which lists the subjects 
they want to discuss. *As a byproduct Jot the 
meetings^7, 1 Ronner states, 1... wo get ,/many7 good sug¬ 
gestion ideas ... you know few employees like to 
’write down’ suggestions. They find it easier to 
talk ... At these meetings, they bring up work 
improvement ideas and a smart foreman will listen and 
take heed.1 

Following the meeting, the employees on the com¬ 
mittee return to their departments and inform their 
fellow workers of what happened at the meeting. If 
some of the management answers fail to satisfy the 
employees in the department,pthe same question re¬ 
appears on the next agenda.” 

See, for instance, A.A.C.P.: Welding, (London, 1951), 
p. 43, Section on Labour-Management Relations. 

2 
National foremen’s Institute Inc., "Report No. 356”, 

Employee Relations Bulletin, 10 December 1952, pp. 8-12. 
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Provisions in collective agreements frequently refer to 
aspects of labour-management co-operation on production and 
other matters, as witness the following extracts: 

(a) from an agreement between the Walworth Co. and the 
United Steelworkers of America (C.I.O.): 

’’The responsibilities of the parties are set 
forth elsewhere in this Agreement, but it is recog¬ 
nised that for continuous operation of the plants 
and for as steady employment as,possible, co-operation 
for the common good of the Parties is essential. It 
is therefore mutually agreed that the Parties shall 
work together to: 

(a) Improve quality of the product. 
(b) Develop improved manufacturing methods. 
(c) Reduce departmental product defects. 
(d) Conserve materials, and suggest substitutes 

for critical materials. 
(e) Eliminote waste. 
(f) Minimize absenteeism. 
(g) Develop job pride.”1 

(b) the agreement between the Allen Manufacturing Company 
and the United Automobile Workers (C.I.O.) contains the 
following provisions: 

”... It is recognized by each of the parties 
that the management of the plant and the direction 
of the working force is vested and remains exclusively 
in the Company. .... The Union also recognizes that 
the Company can provide steady employment and good 
working conditions only by manufacturing products of 
the highest quality with the .greatest possible effi¬ 
ciency. Therefore, the Union agrees to support the 
Company’s efforts to assure a fill day’s work on the 
part of errrployees it represents, to oppose poor 
attendance, scrap and other practices which restrict 
production, and to strengthen the good will between 
the Company, its employees, its customers, and the 
community.” 

U.S. Department of Labor, Bureau of Labor Statistics, 
Monthly Report on Developments in Labor Productivity, No. 10, 
Washington D.c7, uctober 1953. 



24 

(c) an agreement between the Utica Drop Forge and Tool 
Company and the Machinists (A.F.l.) provides inter alia that: 

uThe Union recognizes the responsibilities 
imposed upon it as the exclusive bargaining agent 
of the Employees, and realizes that, in order to 
provide maximum opportunities for continuing employ¬ 
ment, good working conditions, and better-than-average 
wages, the Company must be in a strong market posi¬ 
tion, which means it must produce at the lowest possible 
costs consistent with fair labor standards. These 
goals, it is agreed by both parties, can more readily 
be attained through a sound Work Simplification Pro¬ 
gram designed: (1) to find the most economical 
(easiest and best) ways of performing the task of pro¬ 
ducing the products of the Company; (2) standardizing 
the methods, motions, materials, tools and equipment; 
(3) accurately determining the time required by an 
average worker to do a specific job; and (4) training 
the employees in the new methods developed. 

The Union agrees that it will support all work 
simplification projects in the plant so long as these 
projects are reasonable, equitable, and consistent 
with Fair labor Standards. 

The Union through its bargaining position, assumes 
a joint responsibility in the attainment of these goals. 

The Union therefore agrees that it will co¬ 
operate with the Company and support its efforts to 
assure a full day’s work on the part of its members; 
that it actively will combat absenteeism and any other 
practices which restrict production*. It further agrees 
that it will support the Company in its efforts to 
eliminate waste in production; conserve materials and 
supplies; improve the quality of workmanship; prevent 
accidents and strengthen good will between the employer, 
the employee, the customer and the public.nl 

^ Monthly Report on Developments in labor Productivity, 
op. cit., No. 3, March 1953, pp. 12-13. For further examples 
of such provisions relating to Union-Management Co-operation 
see U.3. Department of labor, Bureau of labor Statistics: 
Collective Bargaining Provisions - Union-Management Co-operation, 
Plant~Wf iciency and technological Change, BulletinNo . 908 -10, 
TWashington, D.C., 1949) ." 
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An unusual consultation arrangement has been tried with 
success in a few companies, following the lead of Charles P. 
McCormick, who worked out the idea in his own company 22 years 
ago and called it "Multiple-Management" .1 This moans exactly 
what it says - management by many. The plan has been in 
operation since 1946 in a group of companies, including electric 
equipment manufacturing plants, in the State of Washington. 
These plants are all organised. 

Briefly, the plan operates in each of these plants through 
a junior board of directors whose purpose is to bring a better 
basic understanding between management and employees and give 
the employee a greater interest and a larger responsibility in 
the company’s operations. The board consists of seven members, 
with the manager of the company sitting ex officio, and is com¬ 
posed of a cross-section of office, sales and factory employees. 
It holds regularly scheduled meetings and its operations are 
governed by bylaws. The board makes recommendations to the 
management only by unanimous vote, and its decisions are sub¬ 
ject to approval by the management, or if the management so 
decides, they may be referred to the senior board of directors 
for final judgment.2 

A much fuller description of this plan would be required 
to bring out the degree of participation it affords to employees 
in the administrative and managerial process. The plan aims 
"on the one hand, at a more equitable distribution of the pro¬ 
fits of production, and on the other, it holds out a welcoming 
hand to all elements of our national family and says to them in 
simple words that 'you belong'”.3 

Views of management and management practice in regard to 
formal labour-management co-operation vary greatly. A recent 
survey of 160 leading personnel and industrial officials by 

See Chas. P. McCormick: The Power of People - Multiple 
Management Up to Bate, Harper and Brothers, lew York, 1949- 

% 

p 
Eric A. Johnston: Labor Dividends - Multiple Management 

(Statement of programme for the companies), Spokane, Washington, 
1946. 

Prom the Foreword to The Power of People - Multiple 
Management Up to Date, op. cit.~ 
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the Bureau of National Affairs lod it to conclude that ’’most 
companies today appear•pretty unenthusiastic about labor- 
management committees”. It is therefore of special interest 
to note the further comments of this survey: 

”. According to the comments made by some 
panel members, a successful labor-management com¬ 
mittee can achieve greater or more efficient pro¬ 
duction, co-operation, and teamwork because (1) it 
serves as an important two-way communication channel 
through which employees can be informed and through 
which management can receive employee suggestions and 
get to understand their views; (2) it functions as an 
excellent medium for getting employees to appreciate 
the problems confronting management and the reasons for 
certain actions; and (3) it stimulates employee 
interest and morale because, thorough a share in pro¬ 
blem solving, employees gain a greater feeling of parti¬ 
cipation .... ” 

Nevertheless, the N.P.A. in its concluding analysis of ^ 
the series of Case Studies on the Causes of Industrial Peace^ 
is able to report: 

’’Joint lab or-management committees were found in 
thirteen of the companies (covered by the inquiry). 
The union leaders and company executives attached 
considerable importance to these, although their 
direct effects in meeting particular problems for 
which they were established appeared to be somewhat 
less important than the indirect benefits. By 
providing new opportunities for communication and 
mutual understanding between management and labor, 
such committees paved the way for better w or king 
relations during bargaining sessions on key issues. 

Bureau of National Affairs, Inc., Survey No. 4, BNAfs 
Personnel Policies Forum, (Washington, I).C., June 1951), 
quoted in Monthly Report on Developments in Labor Productivity, 
op. cit., No. 2, February 1953, pp. 3-4* 

p 
Causes of Industrial'Peace Under Collective Bargaining, 

op. cit., Pinal Report (No. 14), p. 43• 
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However, there appeared to be no major difference 
in the harmony of relationships where other methods 
of information-sharing,took the place of formal 
joint committees . 

In Canada, the position is somewhat different. The 
government organisation which was set up during, the v,ar to 
promote the establishment of Labour-Management Production 
Committees, especially in plants important to the war effort, 
was continued after the war as an advisory service to industry 
with the approval of employers 1 and workers’ national organi¬ 
sations. This service is known as the Labour*-Management 
Co-operation Service and operates as part of the Industrial 
Relations Branch of the Department of labour; in addition 
to its publications (of which one was used to prepare the 
account of the Sangamo Company (Case Ho. 7) in Chapter II of 
this report), it provides assistance on request to employers 
or workers in sotting up or operating joint plant committees ^ 
known as Labour-Management Production Committees or L.M.P.C;s^ 

On the other hand, in the United Kingdom, for instance, 
where the tradition of joint consultation in the undertaking, 
in one form or another, goes back to the First World War, a 
wide variety of practical arrangements exist, generally of a 

A survey in 1948 by the Bureau of Labor Statistics of 
the United States Department of Labor showed that, of the 3,000 
Labor-Management Production Committees which wore active in 1945 
as part of the War Production Board’s intensive Production Drive, 
287 were still in effective operation at the end of 1947 in 
plants ranging in size from 15 to over 40,000 employees, although 
government assistance on behalf of these committees had been 
discontinued after the war, (sec Frank S. McElroy and Alexander 
Koros, ’’Joint Production Committees, January 1948” in Monthly 
Labor Review, August 1948, Bureau of Labor Statistics, United 
States Department of Labor, Washington, D.C.). 

2 
These committees have experienced a continuing growth 

since the end of the war. For instance, in August 1945? there 
were some 350 L.M.P.C.s in Canadian industrial and commercial 
establishments; by September 1952 the number had increased to 
867 committees representing participation by over 330,000 workers. 
Of these, 479 committees, representing 179?220 workers, were 
active in 18 manufacturing industries, of which the metal trades 
is one of the most important, (see ”Les comites mixtes.A la pro¬ 
duction au Canada” in Re vie franpaise flu Travail, Minist^re du 
Travail et ae la Securite~Sociale (parisT, Ho. 2*, 1953? p. 4). 
In its'reply on the effect given to the conclusions of the 
Committee adopted at previous sessions, the Canadian Government 
states that, in June 1953, there were 158 Committees covering 
nearly 76,000 employees in the metal trades and primary iron and 
steel industries . 
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more formal kind and frequently based, in the case of the metal 
trades in particular, on collective agreements between the 
national organisations of employers and workers concerned, 
although in some,cases this may be worked out at the level of 
the undertaking. In Denmark, Norway ancl Sweden, and more 
recently in Italy, provision for the establishment of joint pro¬ 
duction committees or works councils has been made since the war 
by agreement between the central organisations of employers and 
workers.2 in France, on the contrary, as also in Belgium, in 
the Netherlands, in the Federal Republic of Germany, in Austria 
and in Finland, to name only a few of the countries involved, 
varied and more or less detailed legislative provisions largely 
determine the nature, composition, scope and authority of the 
joint bodies which must be set up in all plants beyond a cer¬ 
tain size.5 

The extent to which joint consultation in various forms 
exists at present is clearly brought out in the opening para¬ 
graphs of Chapter I in Co-operation in Industry^-, where a list 
of some 30 countries is given in which such machinery existed 
in 1931 on a permanent basis. 

^ See Case No. 4, Mitcham Works ltd., p.63 below, footnote 2. 

2 
In Sweden, for instance, these committees are strongly 

supported by the national employers’ and workers’ organisations 
which have set up special departments to provide information and 
assistance to their respective members on the working of the 
joint consultation bodies. At the end of 1949 these numbered 
2,650, representing participation by some 600,000 trade union 
members (over 50 per cent, of the membership in the 1.0. - the 
Confederation of Swedish Trade Unions). (See Torsten 
Christenson, Head of the Bureau for Works Councils, Swedish 
Employers’ Confederation, and Ture Flyboo, Head of the Bureau 
for Works Councils, Confederation of Swedish Trade Unions: 
’’Works Councils in Sweden” in The Anglo-Swedish Review, 
Stockholm, December 1950 - January 195lT • 

a 
These often complex provisions are summarised in Co¬ 

operation in Industry, op. cit., and in issues of Industry 
and labourite) which earlier reference was made (see footnote 
2, p. 3J. 

4 Op. cit., p. 5* 
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This very wealth of existing labour-management co-operation 
machinery may serve to justify the limited selection of cases 
presented in the next chapter. The fact that these cases are 
representative of certain experiences in only a few countries, 
however, has been more definitely conditioned by the suitability 
of the documentation available at the time the report was 
written. . ..Thus no attempt.has been made to include a study of 
a works council in a metal working firm in Germany, for 
instance, principally because experience with this operation 
under the new .law of 11 October 1952^* is still too short to per¬ 
mit of an adequate appraisal being made of the working of 
these bodies. On the other hand, difficulties in obtaining 
suitable documentation in one of the official languages of 
the 1.1.0., as well as the entirely different social, political 
and economic conditions under which these bodies operate in 
countries with a planned economy, is felt to justify the 
absence of any case of experience with works committees in a 
metal trades plant in Poland, for instance. 

1 See Industry and Labour, Vol. IX, No. 3> op. cit. 
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CHAPTER II 

CO-OPERATION IN PRACTICE 

Case 1. The Lapointe Machine Tool Company, United States 

The successful six-year-old experience of management and 
workers at the Lapointe Machine Tool Company, Hudson, 
Massachusetts, in co-operating actively to achieve new high 
levels of production, higher earnings for all employees and a 
notable degree of satisfaction for the individual worker, is of 
particular interest for a number of reasons. 

This account is based on the following reports and 
articles, of which substantial excerpts have been incorporated 
in the text without direct quotation or reference in order to 
provide for easier reading: Russell W. Davenport: ’’Enterprise 
for, Everyman - The New Kind of Collective Bargaining”, in 
jgortune (New York), January 1950; George P. Shultz: ’’Worker 
Participation on Production Problems - A Discussion of Experience 
with the fScanlon Plan”’, in Personnel (New York), November 1951; 
Fred G. Lesieur: ’’Local Union Experience with a Co-operation 
Plan”, in Proceedings of Fourth Annual Meeting of Industrial 
Relations Research Association, Boston, Mass., 28-29 December 
195T; George P. Shultz and Robert P. Crisara: ’’The Lapointe 
Machine Tool Company and United Steelworkers of America”, in 
Causes of Industrial Peace under Collective Bargaining, Case 
Study No. 10, National Planning Association, Washington, D.C., 
November 1952 (hereinafter referred to in footnotes as Case 
Study No, 10). 

See also: Joseph N. Soanlon: ’’Profit Sharing under 
Collective Bargaining: Three Case Studies”, in Industrial and 
Labor Relations Review (New York), Vol. 2, No. 1, October 1948; 
’*Development of a Local Union Co-operation Plan”, in Monthly 
Report on Developments in. Labor Productivity, U.S. Department 
of Labor, Bureau of Labor Statistics, Washington, D.C., No. 1, 
January 1953• 

A vivid account of the Scanlon experience at Lapointe has 
also been given by Hyacinthe Dubreuil: ”Un contrat collectif 
'adultef”, in Jeune Patron (Paris), No. 35 > May 1950. 
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The scheme, popularly known as the ’’Scanlon Plan” from 
the name of its originator, Joseph N. Scanlon, former research 
director of the, C.I.O. Steelworkers1' Union, and presently on 
the staff of the Industrial Relations Department of the 
Massachusetts Institute of Technology, was originally worked 
out in the small Mid-Western plant of a highly successfulwelded- 
steel tank manufacturer, and it has since then been adapted to 
the needs of several metal working firms as well as to plants in 
a number of other industries in the United States. 

Although most of the elements of the scheme are in no way 
unique and can in fact be related to labour-management co¬ 
operation arrangements, known by various names, in operation 
in firms in a number of countries, its success in this plant 
and in some 50 other American firms, ranging in size from 
60 employees to 5,000, is outstanding. The interest in this 
scheme is further heightened by the fact that it is no longer 
limited to the United States, having been successfully applied 
in 1950 in the United Kingdom subsidiary of Lapointe.I Finally, 
it is of special interest because its operation, particularly at 
the Lapointe Machine Tool Company, has been extensively studied . 
and reported on.2 The following account is based on a number 
of these studies, particularly the case study recently com¬ 
pleted by the Rational Planning Association.* 

Background of Company and Union 

The company was started some 50 years ago by J.N. La Pointe, 
a machinist, who was asked to make square holes in pieces of 
metal. Instead of using a laborious hand process he decided 
to apply power through a suitable machine tool; he thus 
developed and built the first broaching machine. Prom this 

q 
See Case 2 - the Lapointe Machine Tool Company, Ltd., 

United Kingdom, p.48 , below. 

2 
See footnote 1, p.30 , above. 

^ Case Study No. 10, op. cit. The N.P.A, is a ’’Non-profit 
association of leaders of agriculture, business, labour and the 
professions who have joined in programmes to maintain and 
strengthen private initiative and enterprise” - for a brief note 
regarding this organisation see I.L.O., Metal Trades Committee, 
Fourth Session, Report II: Human Relations in Metal Working Plants, 
(I.L.O., Geneva, 1952), p. 14. 
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modest beginning, the company he started has grown with the ever- • 
increasing demand as new applications are found for its machines. 
It produces a wide variety of broaches and broaching machines - 
precision machine tools for cutting non-circular holes princi¬ 
pally in metal. It does a complete job from the necessary 
machine design and engineering work to installing and testing the 
instruments. 

To provide this complete service, which is said to be almost 
unique in the industry, the company employs people for a variety 
of technical jobs as well as for factory work. While it is not 
necessary for everyone to be highly skilled in his occupation, 
virtually every worker must be able to read blue prints, use 
craftsmen’s tools such as micrometers, set up and operate his 
machine, and have the capacity to take responsibility and show 
individual judgment in his work. As a result the work tends 
to attract and develop an inquisitive and self-reliant type of 
worker and the company has the reputation of being a good place 
to learn the trade. 

The market conditions for Lapointe’s product is one not 
particularly favourable to labour peace. The company sells 
in a highly competitive market which is intensified by the 
’’feast or famine” nature of demand for machine tools. Boom 
times or emergencies create sudden demands for a tremendous 
expansion of machine-tool capacity and for a great increase 
in the number of skilled employees followed usually by a sharp 
drop even when high employment is continuing elsewhere. The 
situation is made more difficult by the company’s location in an 
area in which there is not a large reservoir of skilled machine- 
tool workers and there are few other machine-tool companies 
which could use the skill of workers when they are laid off. 

The fluctuations in the firm’s business is reflected in its 
employment record. In 1953 it was employing about 1,000 people, 
80 per cent, of whom were factory workers. Pre-war employment 
was around 300 and in the first years of the war rose to 1,400 
dropping again to 500 in 1944 when the company was unionised. 

Environmental-forces such as these could easily lead to 
unstable and strike-ridden labour relations. They have 
certainly created problems for Lapointe, but in this case the 
parties have faced them together in an attempt to alleviate 
their impact. The constructive union-management relations and 
the co-operative approach to production problems so important 
here were developed in fact as a response to these environmental 
problems - as a way to achieve greater job security and higher 
take-home pay. And for its part, the company has given stability 
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to employment and to profits by developing new applications of 
the broaching method, by providing a complete service job from 
engineering to installation, and by standing ready to produce the 
tools, as well as the machines. 

'.The present healthy relationship between management and 
workers did not come easily. The plant was organised in 1944, 
by the United Steelworkers of America (C.I.O.). In the 
election, after a vigorous but not a bitter campaign, Local 3536 
won exclusive bargaining rights by a close vote, in which nearly 
every worker eligible to vote took part. 

The initial moves for organisation in the plant were 
largely made bythe workers with some help from the union dis¬ 
trict organisation. They were built on the typical reasons why 
workers join unions: requests for securit3^ through application 
of seniority rules, the desire for higher wages, the desire for 
more equitable wage payment systems, and the need for protection 
against arbitrarily exercised authority. 

Two themes were stressed in this period - local control 
and democratic procedures of union government. 

As the union grew in size and strength these trends have 
been maintained and developed; ample opportunity is provided 
for the expression of majority will and there is deep respect 
for the rights and opinions of the critical individual. Members 
vote heavily on important issues and in elections for a union 
office and many of them take a willing and active part in' the 
unionrs day-to-day business. 

By 1950, when the union shop became effective, the union 
covered engineering and office employees, who had asked the 
union to• organise them, and only three people had not joined 
the union voluntarily. 

However, before this stage had been reached, relations 
between management and union had gone through thr:e distinct 
periods - the first year, which was one of organisation by 
the union, ending in an 11-week strike; the next two years when 
attitudes on both sides became more constructive; and. the period 
after 1947 when union and management began to try out the co¬ 
operative approach. 

A period of probing and unrest had followed the certifica¬ 
tion of Local 3536 as sole bargaining-agent. There were many 
formal grievances, two going to arbitration and one erupting 
into a "quickie” strike. Considering tho newness of the union- 
management relationship, however, relations were not unusually 
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bad. Matters were brought to a head with the general steel 
dispute in 1946. Workers at Lapointe went out on strike and 
remained on strike for 11 weeks, long after "Big Steel" had 
arrived at a settlement. 

The strike was an important factor in the development of 
future labour relations, as both parties learned at first hand 
the cost of a strike and they have not forgotten it. Bach was 
made aware of the other1 2 s strength and a balance of power was 
established which still exists. The strike drove home the fact 
that there were mutually unsatisfactory conditions which could 
not be corrected by domination or force. Both sides realised 
that it was necessary to have a different method of solving 
problems. 

The change in union-management relations took place in 
I947.I The new president of the union local, Jack Ali, had 
impressed management as being "shrewd but responsible". Ho 
was an hourly-rated worker and had urged the management to find 
a solution to the problem of providing an adequate incentive for 
someone like an inspector. He had promised to find a solution 
of his own. His attention was called by one of the local union 
members to an article^ describing the results of union-management 
co-operation at a small steel fabricating plant in Ohio, the 
Adamson Company, also organised by the United Steel Workers of 
America. The approach described in this article was simple 
enough. It was a co-operative effort to work out production 
problems, combined with provisions for sharing the gain created 
by group efforts on a share-and-share-alike basis. 

Jack Ali, impressed with the account, took the proposal 
to management, who listened to this idea brought in by the 
union. Sceptically but jointly, the parties looked into this 
approach, visited plants where it was being used, met with the 
man who had been the principal artisan in working up the idea 
in collaboration with the owner at the Adamson Company, 
Joseph IT. Scanlon, and with him examined the possibility of 
applying the same type of approach to the situation at Lapointe. 
Each side could see that the other was dead serious about wanting 
to improve the situation. The scheme had worked in one c ase at 
least and was known to be successful in others. It gave promise 

1 The full story cannot, of course, be told here. It is 
vividly described by Russell Davenport in Fortune, January 1950. 
op. cit. 

2 
John Chamberlain: "Every Man a Capitalist", in Life, 

23 December, 1946. 
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of working for them too - allowing everyone involved (the 
company, the union and individuals in the work force) a better 
measure of opportunity to reach their respective goals. 

There remained, however, the problem of adapting the 
co-operative approach to their own particular situation. 
There were a number of difficulties, such as what should be 
done about individual piece-rates. (These were eliminated 
entirely and piece-workers were given an "earned rate” equivalent 
to their earnings in the eight months preceding the installation 
of the new system.) There were the problems of establishing 
a suitable measure of normal achievement on the basis of which 
increased productivity could be measured and rewarded, and of the 
necessary arrangements to make it possible for workers and 
management to discuss production and other problems together. 

In wrestling with these and many other questions, union 
and management representatives were led through the intricacies 
of the rate structure, the past fluctuations in “product mix”, 
the labour content of different kinds of jobs and many other 
important aspects of the company’s operation. After some 
seven months of this, they were ready to start the formal 
operation of their co-operative approach. Informally they had 
already learned a good deal about such operations, by this very 
process of exploration, and they had acquired a new measure of 
trust and confidence in each other. 

Their confidence grew because of their strength, not in 
spite of it. 'The backing of the national union was of critical 
importance to the local. Scanlon’s advice and counsel were 
also of great help to both parties. Since he had helped the 
people at the Ohio plant of the Adamson Company to get their 
plan under way, it was natural for management and union repre¬ 
sentatives to turn to him for guidance in making a start at 
Lapointe. The measure of his contribution is suggested by the 
fact that at Lapointe they automatically called their co-operative 
approach "The Scanlon Plan". 

Actually, this was a misnomer, for there is no such thing 
as a "Scanlon Plan". It is just a convenient name for a 
co-operative approach to common problems, combined with provisions 
for the equitable sharing of the gains that are created. The 
name simply signifies the help that Joe Scanlon has given to 
people who have wanted to try out such an approach. Thus, as 
Scanlon frequently says, "It’s not a ’plan’; it’s just people 
who have identified a common objective, working together to 
achieve that objective". 
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The ’’Scanlon Plan” 

The heart of this approach is in the ideas on production 
problems and the criticisms of current practice contributed 
by people at all levels in an organisation. Production workers 
here are not given a ’’sense of participation” ; they are asked to 
take part in the real thing. The results are often revealing, 
never peaceful in the sleepy sense of the word; but they are 
stimulating and productive when management is tough enough to 
take the rough and tumble of democratic discussion. 

The root of the plan is participation. Given that principle, 
two steps follow: (1) the establishment of a measure of the 
historical relationship between production and labour costs, and 
(2) the creation of joint committees o:: management and employees 
to foster increased productive efficiency. 

At Lapointe, once the idea had been accepted, the plan 
was worked out as follows: a joint committee was set up to make 
a study of the payroll and cost records over a period of several 
years that represented periods of prosperity and depression. 
Prom this study a measurement was devised that showed clearly 
the ratio of labour costs to the sales value of the finished end 
product.1 

It was agreed that to whatever extent production could be 
increased without increased labour costs, the difference in the 
value of output would be returned to the employees each month 
as a percentage of their hourly rates of pay. To state it another 
way, for every 1 per cent, of increased output per month above 
the norm established as a result of the study, the employees 
would receive 1 per cent, added to their regular wages. As 
mentioned earlier, the incentive of individual piece-work., systems 
was abolished and new hourly wage rates were established by 
mutual agreement that represented the average piece-work 
earnings over an agreed period. 

That is, the net sales value. Since the intention is to 
determine the value of the goods produced in a given period, the 
gross value of sales in that period is corrected by the increase 
or decrease, in the same period, in the finished goods and goods 
in process inventory. Cf. calculation of the bonus at 
Telemecanique Electrique (Case 6), for instance, p.83 and foot¬ 
note 1 , same page. 
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Scanlon worked out a -memorandum of understanding jointly 
with the company and the .union. 1 These were the rules for the 
operation of the plan, no provision of which could in any way 
conflict with the regular labour agreement of the company. 

The plant was divided into seven departments for the pur¬ 
pose of setting up production committees - office, engineering 
and five others in the factory. The employees in each depart¬ 
ment then elected a committeeman to represent them on their 
particular departmental production committee, and the management 
designated the departmental foreman or supervisor as their 
representative on the committee. ' These committees met and 
continue to meet individually in each department at least twice 
a month and more often if necessary. They discuss suggestions 
or proposals brought in by the employee member of the Committee, 
who is responsible for collecting suggestions from the members 
of his department. If they are acceptable to the management 
representative -i.e. the departmental foreman or supervisor - 
and are within the jurisdiction of the department, they are 
placed in effect without further formality. A record is made, 
however, of all suggestions considered at each meeting, showing 
those put into effect, those in regard to which there was a dif¬ 
ference of opinion, and those which involve another department . 
or more money than the foreman is authorised to spend. Each 
production committeeman has the right to bring in one or two 
employees to the meeting with him; this is. in order to broaden 
participation and also to allow anyone who has made a suggestion 
to come' in and present it himself. Each committee also takes 
up production problems, scheduled in advance if possible, con¬ 
fronting the department. All suggestions or proposals are then 
forwarded to a top committee called the ’’Screening Committee”. 

This committee is composed of the top officials of the 
company and a like number elected by the union, and meets once a 
month. Its duties are first to go over the results of the 
previous month and announce the bonus, then to consider the possi 
bilities of the current month. Next it considers all the 
minutes from the production committees r meeting held in the pre¬ 
vious month and acts on all suggestions or proposals that were 

“See p.44, below, for the text of this agreement. This 
is o. relatively recent version and embodies some modifications of 
the original agreement necessitated by experience in operating 
the plan. In particular, the last paragraph providing for a 
reserve fund was jointly agreed to following the experience during 
the first year’s operation. 
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not acted upon at the production committee level. It also 
reviews those proposals or suggestions that have been placed in 
effect at the production committee level. Following discussion, 
a decision is made by the top representatives of the company. 
Thus, the committee is advisory, 'with control of decisions 
resting with the company. This committee is considered, more 
or less, a court of higher appeal where suggestions can be acted 
upon on a merit basis and personalities are not involved. It 
may also discuss possibilities of future business and any major 
production problems which may have occurred. 

The story in Fortune'1" provides a vivid glimpse of the give 
and take in those committee meetings, where workers are really 
expected to make a contribution. .The meeting opens with 
an announcement of the figures for the past month. There follows 
a round-up by management of the current situation of the company. 
Then the suggestions are read out one by one and debated. A lot 
of criticism is generated and is of necessity accepted, since it 
is all directed to the same end - a better profit. Sometimes 
the workers throw the book at management, sometimes management 
points out that a shop has fallen down. Engineers argue against 
machine tool operators, foremen attack the engineers for 
unrealistic blueprints, someone demands better maintenance, 
management points out that more maintenance means bigger labour 
costs. In the process of this debate almost every aspect of the 
business comes up for discussion - sales problems, competitors, 
orders, bids, spoilage, business outlook, quality of material, 
customers' foibles, management difficulties, etc. The result 
is a dynamic working unity, which grows out of the bargaining 
table and yet wholly transcends it. The sudden realisation dawns 
that here at Lapointe collective bargaining has come of age." 

The meetings are not recorded verbatim but minutes are kept 
and distributed to everyone in the plant, and the important points 
in the debate are carried by the committeemen back to the shop 
where they become the subject of further discussion - at the lunch 
hours, in the evening, and even at the union meeting. The result 
is that everyone at Lapointe knows the business and takes pride 
in h:r’ particular contribution. 

How has the Plan Worked Out in Practice? 

Table I reflects the financial results over nearly a five- 
year period from the start of the plan. 

1 
"Enterprise for Every Man”, op. cit., p. 152. 
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TABLE I 

Financial Results of Union-Management Co-operation 

December 1947 - September 1952^ 

Month 
Bonus as a 
percentage^ 
of payroll 

Month 
Bonus as a 
percentage^ 

of payroll^ 

1947 December . 24.5 1950 May. None 
{cont.) J une . None 

1948 January .. 20.1 July. 1.1 
February. 12.6, August . None 
March . None"* Sentember . None 
April . None 1 October ....... 28.6 
May .. None \ 1 November . None 
June . 4.7 i December . 9.6 
July . None 

1 

; 

August . None ! 1951 January . 9.3 
September . 25.5 

i 
5 
i February . 20.4 

'October . 19.3 March . 15.2 
November . None j 

-A. ,0jl ll ••••••••» 12.0 
December . None 1 May . 25.2 

. i 
i 

1 i 
\ June . 20.1 

1949 January . None 
1 1 July. 12.1 

February. 18.5 
j i 1 August . 11.3 

March . 20.2 September . *20.1 
April .. 23.6 | 

I 
October . 1.8 

May . 27.5 November . 19.5 
June . 39.4 1 

i December . 10.0 
July . 9.2 ! 

August . 2.8 ;1952 J anuary . 16.1 
September . Bone February . 20.0 
October . 7.3 March . 22.1 
November . 14.5 April . 24.8 
December . 2.3 ! May. 37.8 

| 0ane ••••••...« 52.1 
1950 J anuary ... 3.8 July. 37.5 

February....... 2.4 August . 27.5 1 
March ;. None- September . 41.7 
April . None 

I 

L Case Study Bo.10, op. cit., pp.37 and 55 

2 
Includes any money laid aside in reserve. 

•5 
In the months when there was no bonus, the employees received 

their regular rate (or earned rate if an ex-pieceworker). 
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At first, as the figures show, all went well; production 
rose -^nd with it workers' earnings. In'fact, the operating 
results were so good that the plant "worked itself out of a job". 
The reason was simple and understood by everyone: management 
had not anticipated the effect on production of the new arrange¬ 
ment and consequently what had looked like a large "backlog" 
of orders was shortly dissipated. Bonuses might have beon main¬ 
tained by laying off large numbers of workers. Instead, after 
considerable debate over the best course to follow, union and 
management agreed that the work force' should be held together. 
This meant no bonus for several months while management concen¬ 
trated on the job of increasing sales. By September orders had 
caught up with production capacity and bonuses were again being 
paid. 

Experience had proved that production could be increased 
significantly under this plan but management was not entirely 
satisfied with the financial results. Bonuses were paid in 
good months but in bad months management absorbed the full 
deficit. After a full discussion by both parties, the union 
agreed, despite a recently signed contract, that a reserve should 
be set aside in good months to take care of the bad ones. If 
money remained in the reserve at the end of the year, it would be 
paid out as a bonus at that time. 

Both parties displayed an attitude of fairness and good 
faith. As shown-in the table for 1949 onwards, production 
and earnings increased. However, the typical irregularity of 
the machine-tool business is reflected in periods of low or no 
bonus, particularly from January 1949 to June 1950-. 'Following 
the outbreak of the Korean War, the problem of the industry was 
to fill orders, not to find them. And Lapointe faced a new 
difficulty: training "green" help, a job which was done in 
record time, the success of which Lapointe's management credits 
to the outstanding co-operation of long term-employees.1 

Success in -solving tough problems brought new confidence, 
and the new relationship - based upon a balance of power, a 
common purpose of high output with fair sharing of the dollar 
results, and a sense of fairness - had become firmly established. 
Of more importance even than higher earnings is the extent of 
participation by people at all levels in the company in solving 
production problems. That participation takes many forms. 
Within the work force information-sharing about the best way to 
do various jobs is widespread.2 Co-ordination between departments 
is better: engineers, schedulers and production workers consult 
with each other on new or difficult problems. 

^ For further details, see Case Study No. 10, op, cit., p.46 

2 

Ibid. 
This aspect too is brought out in considerable detail. 
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Alongside these informal exchanges are the formal, recorded 
suggestions which are dealt with in the production committees, 
as described earlier. They provide some evidence on the extent 
of participation. 

Under the Scanlon Plan, however, there are no individual 
awards to employees whose suggestions are accepted and uscd.l 

Table II shows, month by month, for the period 1947-1952 
covered by the N.P.A, Study, the participation of employees 
in terms of suggestions made and number of new people making 
their first suggestion. In that time, 1,506 suggestions were 
made; of these, four out of every five were accepted and put 
into operation. ‘About 5 per cent, were still under considera¬ 
tion when the 3SF.P.A. analysis was made and the rest had been 
rejected at least for the time being. 

With some fluctuations in the total number of suggestions 
received in any given quarterly period, it is notable that the 
amount of activity in relation to the number of employees was 
as high at the end of the period as it was at the start of the 
programme. More significant, perhaps, than the number of 
suggestions made is the number of people who have made them and 
the extent to which this number has grown. • Thus a really stable 
programme of union-management co-operation must be built on a 
broad and ever-widening base. Prom this point of view the 
figures in Table II reveal the healthy situation at Lapointe. 
Participation is not restricted to a small, closed group and 
the number of participants has grown steadily. 

’’The fact is”, according to Pred lesieur (a member of 
Local 5536, United Steel Workers of America, C.I.O., who there¬ 
fore speaks from first-hand experience of the Scanlon Plan at 
Lapointe), "that the workers do not want individual, or personal 
rewards. That causes rivalry and illwill. By putting the 
increased share of the increased output into a pool or common 
fund and distributing it monthly as a percentage of their hourly 
rates, all share equitably. Maturity, stability and a healthy 
regard for each other are the by-products.” See "Local 
Union Experience with a Co-operation Plan”, op. cit., p. 178. 
Lesieur is now associated with Joseph Scanlon at M.I-.T. 
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TABLE II 

Activity as Measured by Suggestions 1 

Time Period 
No. of 

Suggestions 
made 

No. of People 
Making their 
First Sugges-1 

tion 

Total No. of 
Employe os 

1947 Dec. 42 15 . 294 

1948 Jan.-Mar. 85 
• 

21 ■269 
Apr.-June 55 22 267 
July-Sept. 114 39 283 
Oct.-Dec. 70 11 300 

1949 Jan.-Mar. 63 14 318 
Apr.-June 21 4 313 
July-Sept. 28 1 273 
Oct.-Dec. 41 Q 

* 
267 

1950 Jan.-Mar. 53 4 269 
.Apr.-June 11 1 288 
July-Sept. 70 8 375 
Oct.-Dec. 51 17 472 

- 

1951 Jan.-Mar. 118 18 652 
Apr.-June 61 16 706 
July-Sept. 81 23 746 
Oct.-Dec. 101 35 75 6 

1952 Jan.-Mar. 219 53 926 
Apr.-June' 103 40 1,003 
July-Sept. 117 50 

 . .. . 
1,085 

Total 1,506 401 

1 Case Study Bo, 10, op. cit., p. 59. 
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The N.P.A. Study1, in appraising the we rking of collective 
bargaining under the Scanlon Plan, points out that employees 
at Lapointe have continued to gain benefits. Quite apart from 
the bonuses, their regular base rates are higher than in any 
other fim in the Hudson labour market and have almost doubled 
since their union won bargaining rights in 1944. Their present 
average hourly earnings, including productivity bonuses, are 
higher than those paid by most New England firms and compare 
favourably with firms throughout the machine tool industry. 

Suggestions and grievances are listened to and acted upon 
by the management and by the union. Management gives information 
freely. Any issue, can be brought up for discussion and 
criticism made in good faith is accepted as a constructive 
contribution towards improved productivity.2 The importance 
of the workers’ efforts and ideas in solving production problems 
and helping to train new workers is recognised by the 
organisation. Management is satisfied with the financial 
results. Productivity and profit stability have increased. 
Operations in the plant are smoother as the result of the 
workers' understanding of management’s objectives and their 
active and formal consideration of production problems. The 
possibility of costly strikes has been reduced. 

The public too have gained from the stable co-operative 
relationships, as for instance, through the company's ability 
to expand production quickly; thus, following the outbreak 
of the Korean War, the company, operating in a labour market 
in which there was no large quantity of skilled labour to draw 
upon, expanded production in the period May 1950 to February 
1951 by 100 per cent, in contrast to a 50 per cent, increase 

Case Study No. 10, op cit. p.ix. 

2 In this connection, at smother point in the Study (p.60) 
it is observed that "the most difficult adjustment called for 
by the co-operative approach is, perhaps, that which must be 
made by management. It is hardly customary for management to 
accept and welcome critical comments and suggestions about 
production problems from employees. The problem of adjustment 
is probably greatest for the foreman, especially when he has 
been the ’bull of the wood' variety. Lapointe’s management 
people have shown that they are big enough to take criticism 
and accept worthwhile ideas. If they were not able to take it, 
the co-operative response they are now getting from the work 
force would soon change. Resentment, .backed by attempted 
discrimination, would kill co-operation outright". 



44 - 

throughout the machine-tool industry/-. A remarkable training 
job with wgreen” workers had been made possible because manage¬ 
ment and the union ”had learned to recognise,'communicate, 
and do something about their common problems”. 

& 

Appendix to Case 1 

The Plant-wide Incentive Bonus Plan1 

The following Plant-wide Incentive Bonus Plan shall be 
adopted for the duration of this Agreement unless either party 
notifies the other of its desire to change or discontinue the 
same at the end of one year as provided in Article 15 - 
Termination. 

(a) In order to grant full participation in the benefits 
of increased productive efficiency which should result from the 
Employee-Management co-operation plan, a plant-wide efficiency 
bonus shall be applied. It shall remain in full force and 
effect during the term of this Agreement, subject to the 
provisions of Article 5 hereof. Modifications or changes may 
be made in the ratio as provided herein. 

The plant-wide incentive plan is designed to enable all 
employees of the Company to benefit from their increased 
co-operation and efforts as reflected in increased productive 
efficiency. All employees are to participate with the 
exception of top management. 

The Basis of the Bonus Plan 

The factor of labour costs to sales value which will 
include the sales in each specific month plus or minus 
inventory change in finished goods and goods in process is 
the base used for the participating efficiency bonus. Records 
of the past several years were used in the development of a 
ratio of labour costs to each dollar of production value. Por 
each 1 per cent, of increase in productive efficiency as 

Article 5, Section 5 of the Collective Agreement between 
the Lapointe Machine Tool Co. and United Steelworkers of 
America, Local 3536, C.I.O. Case Study No. 101 op. cit. p. 71* 
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reflected in production value, a 1 per cent participating 
bonus will be paid to each employee working under the plan. 

Piece workers whose average earned rate for the period 
1 January 1947 to 16 August 1947, is in excess of their base 
rate shall be paid on the average earned rate for the hours 
worked with overtime premium paid on the average earned rate. 
These earnings are in excess of the base rates and represent 
compensation for increased effort. 

(b) T&ctors which may necessitate change of ratio of 
labour costs to production value: substantial changes in the 
conditions which prevailed in establishing the present ratio 
may necessitate the changing of this ratio for the purpose of 
protecting the equity of either party in the benefits of the 
plan. The plan is designed to compensate all employees for 
their ideas and efforts. Technological changes requiring 
capital expenditures may alter the ratio by reducing labour 
costs without any increase in productive efficiency on the part 
of the participants. Accounting practices and procedures may 
ascertain accurately the percentage of change herein affected. 

An increase and/or decrease in selling price may alter the 
ratio either up or down. The presently applied ratio of product 
mix may experience an imbalance which may require change. The 
curtailment of operations in either division of manufacture may 
necessitate a change in the established ratio. Any substantial 
influence not brought about by an increase or decrease in 
productive efficiency will furnish sufficient reason for an 
over-all survey of the present established ratio of labour costs to 
production value. A substantial increase in the number of 
night shift employees receiving night shift premiums would 
require a change in ratio to that extent. 

It is understood that in the event the Union suggests 
mechanical changes which eliminate a job or jobs the Union and 
Company will meet and make an earnest effort to place the 
employees affected on otheD: jobs. 

The productive efficiency bonus mil be paid on the third 
Friday of each period and will represent the bonus for the 
previous period. 

The arainistrational or screening committee will go over 
the facts and figures used in the calculation of the bonus 
before it is announced in order to establish the greatest degree 
of faith and confidence in the calculated results. 

(c) Organisational Structure of Production and Administra- 
tional or Screening Committee: Departmental or divisional 
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committees shall be appointed or elected in the departments or 
divisions already agreed upon. These committees shall be 
composed of one management and one union representative and 
shall be designated production committees. The Office group 
and the nBM Group of Engineering shall be excepted. A top 
committee shall be elected or appointed, composed of three 
Management and a like number of Union representatives. This 
committee shall be designated the administrational or screening 
committee. 

(d) Functions of Production Committees - The production 
committees shall meet at least once each month or more often 
if deemed necessary for the specific purpose of discussing ways • 
and means of reducing waste and increasing productive efficiency. 
Every effort shall be made to schedule in advance of such 
meetings a specific production problem v^iich mil be placed on 
the programme for discussion. Committee members may call upon 
the services of those employees in the division for participation 
in the scheduled meetings vho are most familiar with the 
specific problem outlined. In no event, however, may a 
committeeman call in more than two employees. 

likewise, it shall be the eominitteeman’s responsibility 
to further record and explain all suggestions made by the 
employees in his division or department designed to increase 
productive efficiency or reduce waste. Discussion of grievances 
of any nature shall be prohibited. The functions of the 
production committee shall in no way conflict with the 
responsibilities and the duties of the duly-elected grievance 
committee. The grievance committeeman may, if he deems it 
advisable, attend all meetings of the production committee 
conducted in his department or the unit to which he belongs. 

Accurate minutes shall be kept of the meetings of the 
production committee, which must record all suggestions 
designed to increase productive efficiency or reduce waste, 
together with their disposition of the same. An approved copy 
of the minutes shall be transmitted immediately to the 
administrational or screening committee. 

(e) Functions of Administration or Screening Committee - 
This committee shall screen out through ooint discussion all 
suggestions that are designed to increase productive efficiency 
or reduce waste. Those that have been placed in effect at the 
production committee level shall be placed in the record and 
decisions shall be reached concerning those suggestions which 
have not been disposed of at the production committee levels. 

All new employees shall work three (3) months before 
becoming eligible to participate in the Soanlon bonus. 
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One-half of the first 15% of any period bonus earned 
during the year 1950 will be placed in a reserve fund to be 
used to liquidate deficits in the ratio incurred during the 
period 1 January 1950 to 26 November 1950. After 26 November 
1950, any deficit would be eliminated and the unused reserve 
would be distributed among the employees. A second reserve 
would be established starting 27 November 1950, and running up 
to 25 November 1951? and operate in the same fashion as set 
forth above unless changed by mutual agreement. A third 
reserve would be established starting 26 November 1951, and 
running through to 23 June 1952, and would operate in the same 
fashion as set forth above unless changed by mutual agreement. 
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Case 2j The Lapointe Machine Tool Company, United Kingdom^ 

Special interest attaches to the successful labour- 
management co-operation experiment worked out in this firm, 
because the arrangements adopted are closely patterned on the 
Scanlon Plan, although the tvvc schemes are not identical. 

The company, originally located in 1920 at Edge ware on 
the northern outskirts of London, moved in 1950 to Ottcrspool, 
near Watford (Herts.), where it occupies a specially-built 
factory which houses about 100 workers and a staff of 50. 
This compact group is very simply organised - there is a 
technical director who is assisted by a works manager and a 
works superintendent, and there are nine chargehands under 
them each responsible for some six to 15 workers. In addition, 
there is the usual office management. 

Outline of the plan 

The scheme, called the "Lapointe Combined Bonus Scheme", 
was adopted in January 1951 after it had been fully described 
at a general meeting of all the employees of the company, and 
the employees were given every opportunity to gain an, under¬ 
standing of its purpose and operating elements. 

The essential features of the scheme are: 

(a) joint consultation arrangements between employers 
and employees with the object of increasing output; 

(b) participation by every employee in the financial gain 
resulting from increased output. 

The bonus is calculated on a four-weekly accounting period, 
and is distributed immediately following the bonus period. 
Seventy-five per cent, of the bonus (i.e. the difference between 
the actual and basic labour costs) is distributed amongst all 
employees on a pro rata basis to their regular individual 
earnings for the period; the remaining 25 per cent is retained 
by the company. 

Because of the relatively small size of the plant a single 
committee was set up - the Lapointe Combined Bonus Committee - 
composed as follows: four members elected by the workers to 
represent four major production divisions, one member elected 
by the "non-proruction" workers (maintenance, cleaning, 

1 Based on an I.L.O. Mission Report. 
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security and other personnel), and one member elected by the 
staff. A director is chairman of the committee. The works 
manager, the chief design engineer and the chief accountant 
attend committee meetings as non-voting advisory members. 

Members serve for one year and may be re-elected. 

The committee deals with all matters affecting production 
as well as with subsidiary questions affecting amenities and 
general welfare, but it is not concerned with wages and hours 
or any other questions dealt with in the national agreement. 
However, the committee discusses such matters as breaks, lighting 
arrangements, holiday arrangements, etc. 

This committee met frequently during the initial stages of 
the plan, because it was being operated on a trial basis for 
three months. The plan was then installed on a permanent basis, 
subject to the right of discontinuance by the management, in 
giving three months’ notice, and the committee now meets 
regularly on the first Friday of each period. 

The first item of business at the meeting is a discussion 
covering operations during the previous bonus period and an 
announcement of the bonus earned. 

Suggestions are an important feature of the business and 
they may come from members of the committee or they may be 
presented in writing by any employee wishing to do so, and 
these are dealt with in turn. Each suggestion is examined, 
discussed and, if approved by the committee, referred to the 
chairman for final decision. Most decisions are taken on the 
spot, although some must be held over for an investigation of 
the usefulness or feasibility of the proposal and an occasional 
suggestion either on policy matters or involving major capital 
expense is referred to the board of directors. 

Minutes are kept of the business dealt with at each meeting, 
and these are roneoed and distributed to all employees. 

In addition to the meetings of the bonus committee, 
regular meetings are held with section leaders and chargehands 
for the purpose of discussing special problems, many of which 
are later considered in the committee itself. 

Results 

The management was careful from the outset to emphasise 
all aspects of the scheme and these are periodically discussed 
in the committee, where the role of the members in carrying 
back reports of the work of the committee to their departments 
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and informing all people there of the scheme and of its 
operating details has been repeatedly made clear. 

Similarly, members of the committee have a responsibility 
for keeping interest in suggestions alive throughout the plant 
and in encouraging their fellow-employees to contribute ideas. 
In the early months, suggestions came in a flood, then dropped 
off. The number submitted later picked up and has since then 
held rather steady, averaging around seven a month in recent 
periods. In the first 30 months of operation 124 suggestions 
had been received, the great majority of which were adopted and 
have been put into effect. Workers are informed of the opeiation 
of the scheme and the suggestions received clearly indicate the 
intense interest felt in eliminating any bottlenecks or 
inefficiencies in the operation of equipment, of processes or 
even of production organisation. Suggestions deal with a wide 
range of matters, including amenities and increased comfort for 
the workers, but especially concentrate on matters vdiich will 
tend to increase efficiency and otherwlse help to increase 
output. 

One matter which involved lengthy consideration in the 
Committee and was the object of several suggestions was the 
question of the best way of presenting the operating results in 
chart form. The chart now in use is the subject of considerable 
discussion and acts as a constant incentive to greater output. 

Bonuses earned since the inception of the scheme have 
varied all the way from a minimum of 5 per cent, of the payroll 
up to as high as 42 per cent., the average being much closer 
to the higher than to the lower figure, and the general sense 
of satisfaction of all workers in the success of the scheme 
is most noticeable. 
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Cnse Tho Aston Chain and Hook Company. Ltd. , United Kingdom-*- 

The scheme developed in this small non-ferrous metal¬ 
working firm - which employs some 200 persons in all - differs 
in fundamental approach and in detail from the other cases 
presented in this chapter. Its essential objective is the 
same, however, and it may therefore be worth while to give a 
brief indication of the thinking of those who have been res¬ 
ponsible for its development. 

The plan^ which was initiated at the Aston Chain and Hook 
Company, Birmingham, in October 1951* has its origin in a 
search for a practical arrangement which will bring back a 
sense of purpose and satisfaction in work to the individual 
employee - the lack of which is so characteristic of attitudes 
of work people to their often meaningless tasks, and which .was 
felt by the people concerned with this approach to stem even 
more from a sense of frustration and from the feeling most 
employed people have of being depersonalised.3 

Based on paper by N.I. Bond-Williams: "Informal 
Workers Groups: An Interim Report on an Industrial Experi¬ 
ment", in British Management Review. (London), Vol. XI, 
No. 4, 1953, pp. 37-5V and on an article by James J. Gillesw 
pie: "The Informal Work Group in Management", in Engineering, 
(London), 6 February 1953* PP* 167-168. See also R.D. Best: 
"Free Expression in a Birmingham Factory", in The Manager. 
(London), August 1953* PP* 460-464-. 

This same plan has been in operation for the last five 
years at Best and Lloyds Ltd,, another small Birmingham firm 
manufacturing electric lighting fittings, and at Carter and 
Company, Ltd., of Poole, Dorset, which operates several tile 
and pottery and related works and where the scheme has been in 
effect for more than four years. The underlying conceptions, 
which led the managements of these firms to undertake these 
experiments were developed by James J. Gillespie, who started 
his working life as a foundry labourer and is now a management 
consultant, an author and a skilled interpreter of the psycho¬ 
logical approach to tho problems and needs of men and women at 
work. See, for instance, his Free Expression in Industry - A 
Social-Psychological Study of Work and Leisure. (Pilot Press 
Ltd., London, 1948)"." 

1! It is more frustrating to be. prevented from making 
decisions about my own actions than to be prevented- from 
making a finished article ..." N.I. Bond-Williams, op. cit., 
P.38. 

•«• 



- 52 

In consequence, ’’the stress on the significance of the 
individual is prominent in this method, because, apart from 
other social and economic advantages, the need to give each 
employee a sense of his or her personal significance is of 
prime importance in these days of collectivist and bureaucratic 
thinking which classifies persons into masses, classes, workers, 
miners, managers, engineers and machine-hands, etc. The 
individual is as unique in character and temperament as in 
fingerprints, and it is important that this should be recognised 
as a basic factor in business organisation and control. 

This need for self-expression has led in the present 
circumstances to a number of effects which everyone recognises. 
”... In the field of organised labour it has led to the demand 
for ’participation’ in management, and in the individual factory 
it has led to the division into •we* and ’they*, of those who 
mainly carry out instructions and those who mainly give or 
transmit them. This division and the desire for ’participation’ 
expressed by the Unions, has in recent years produced the idea 
of joint consultation, co-partnership, profit-sharing and so 
on... All these ideas are earnest attempts on the part of their 
promoters and supporters to solve the problem of the gulf that 
exists between management and men, and a great deal of good has 
come out of the hard work that has boon put into them. 
Nevertheless, there is a growing body of* opinion that considers 
neither joint consultation nor schemes of profit-sharing are the 
final answer to the problem.”2 

In the light of these considerations, the purpose, of the 
experiment has been to improve the relationship in industry 
between men and work, and only indirectly to lower manufacturing 
costs or to increase output or to ^reduce labour turnover. ”It 
may well be that the success of the experiment may be judged by 
these factors but that it is. not the sole object of them nor is 
it a direct intention.”5 

The problem can be summarised as follows: ’’The bulk of 
primary workers - i.e. all workers, including manual workers 
who are at the lowest level in any organisation and are 
essentially ’order-takers’ - as-a result of modem industrial 
techniques, are being asked to give only part of themselves to 
their jobs, and as a result there is a lack of satisfaction in 
their jobs which leads to a demand to use these other faculties 
in some form of participation in management. This demand for 

1 J.J. Gillespie: "The Informal Vucrk Group in Management”, 
op. cit., p. 167. 

‘ * r 

2 H.I. Bond-Williams, op. cit’.' pp. 38-39. 

3 Ibid, p. 37. 
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self-expression is not limited to individuals, but applies 
equally to natural working groups. The demand is not entirely 
satisfied by existing schemes of joint consultation, profit- 
sharing and the like. The mechanism of policy formation and 
communication is clearly of importance if self-expression is 
to be improved. The relationship between the man and his work, 
then, needs adjustment in some way to allow him to use all his 
faculties to the utmost - in other words - to express himself 
freely and fully in his work ...,f However, ’’any solution that 
we seek to the problem of self-expression must safeguard the 
formal organisation vhich is designed for administration and 
execution of policy..”1 

How are these objectives to be achieved in practice ? 

In the first place, an outlet for self-expression must be 
provided which will give the greatest possible freedom to 
everyone in the organisation. 

Secondly, a person or an agency is needed, to maintain the 
flow of communications that can be expected from an increase in 
s eIf-e xpre s sion. 

Thirdly, there must be a mechanism or organisational scheme 
which will make it possible to convert the communication of 
ideas into reality in policy and action, ”otherwise we shall 
succeed only in disillusionment.” 

Fourthly, management must be prepared to supply facts and 
figures to everyone in the firm so that free group discussions 
oan be based on facts and not on imagination or dogma, and it 
must also be prepared to give more service in education, in 
teaching those who want to learn, how to use the bare facts of 
business. 

”Finally, we must be prepared for the experiment to 
succeed; in other words, we must be confident that the people 
in the factory are good, and about as honest, self-sacrificing 
and charitable as we are ourselves.”2 

How the Scheme Works 

At the Aston Chain and Hook Company, the circumstances 
leading up to the start of the experiment and the steps which 

1 Ibid, p. 40. 

2 Ibid, p. 41. 
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were taken to give reality to these requirements may be 
summarised briefly as follows: the position of labour manager 
having become vacant, a meeting of all the work people and 
staff was held, at which the managing director asked the 
employees two questions: first, "Do you think there is work 
for a personnel officer to do, and do you think one should be 
appointed?”; the answer to this, after discussion, being 
unanimously ”yes”, a second question was asked: ”In order 
to make sure that the person appointed is satisfactory are you 
prepared to take some part in the appointment of a personnel 
officer ?" • again, the answer was unanimously "yes". 

To give effect to this decision, the entire plant was 
analysed, and ”working" groups or "area" groups determined, to 
one of which every employee in the plant could belong. 
Divided in this way and including separate groups for each of 
the following - foreman, works staff and office staff - 
11 groups in all were created, varying in size from 11 to 20 
people in each. The composition of each group was posted and 
the groups were asked to appoint a representative to take part 
in the detailed work of appointing the personnel officer. 

Following an analysis of the applications which had been 
received, the group leaders were advised that the candidate 
regarded by the managing director as most suitable would visit 
the factory for tv© days and would be available for detailed 
interview by the group leaders, who were asked, after the 
interview, to report back to their groups and find out their 
members* reactions to the candidate who meantime had been 
touring the plant. Following this consultation, the group 
loaders informed the managing director that their own 
decision approving the choice of candidate head been confirmed 
by the workers as a whole. The candidate was appointed, and 
given the title of "personnel welfare worker", indicating 
more clearly the scope of her work and avoiding the term 
"manager" and "officer" as their usual connotations were felt 
to be misleading. 

The personnel welfare worker (abbreviated hereafter as 
P.vv.W.) first occupied herself in improving some of the usual 
plant welfare services and in establishing relations with her 
colleagues and with the original group leaders; she period¬ 
ically discussed with them the progress of this work, and 
asked for their guidance in dealing with certain problems. 
In the third month, the group leaders stated that they were 
being asked to do more than was originally agreed. The P.W.W. 
after consultation with the managing director, who agreed that 
the time was ripe for group meetings to begin, then put the 
following proposal to the group leaders: that the groups should 
be free to meet for half an hour each month to discuss 
anything they chose, and to report only those matters they 
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wished to report. There were to be no management representa¬ 
tives at group meetings unless specifically invited by the 
groups. 

This proposal was apparently received enthusiastically by 
the employees as a whole, and the P.W.W. was called upon to 
provide assistance to the groups in organising their meetings. 
A summary of simple committee procedure was made available to 
all group leaders under the title ”How to run a meeting*’, 
secretaries were appointed by the groups and supplied with 
minute books, which are the private property of the groups and 
are not open to inspection by any member of management except 
after the group concerned has approved of the minutes being 
made public. The group meetings are arranged by the secretary 
after agreeing with the foreman concerned for a suitable time. 
They are timed to start or stop at a major break in order to 
reduce to a minimum the effect on the organisation of the 
factory. The time spent in group meetings is paid for at each 
man! s e stab li shed day rat e . 

The small group meeting is clearly the essence of the plan. 
It satisfies the first requirement stated above since it 
promotes individual expression and significance, for by 
definition each group is free - free to discuss anything or 
nothing, free to meet or not to meet as its members wish, and 
free from management intervention. 

When the group meetings started in October 1951, most of 
the groups, except the foremen and the works staff, invited the 
P.W.W. to attend to help them record their minutes; subsequently 
most of the groups have passed their minute books to the P.W.W. 
for scrutiny. A minority have exercised their right to keep 
their minutes private. 

In order to sustain the flow of communication from the 
groups and between management people at all levels and the 
groups - the second requirement - two major channels are 
provided. Pay-to-day liaison between the groups and between 
groups and members of the executive hierarchy, particularly the 
Junior Board, which will be described later, is undertaken by 
the P.W.W., as she is the person best placed in the organisation 
to carry out this function. However, the volume of group 
minutes alone which were made available for publication made a 
regular journal necessary, and for this reason, a small 
duplicated magazine, the ’’Aston Communicator”, was started, the 
essential contents of which are the minutes approved for 
publication by each of the small groups, the minutes of the 
group leaders’ meeting, the minutes of the Junior Board meeting 
and performance figures of the factory. Other information 
appearing in the publication are a leader usually written by 
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the managing director, articles on specific problems by the 
P.W.W. and members of management, notices of subcommittees 
such as Suggestions or Social Club. 

The third requirement - an arrangement to convert 
communication into reality - is met in two ways. Suggestions 
for action may come to management through the P.L.’V. drawing 
the attention of the executive responsible to ideas raised in 
the groups’ and group leaders’ meetings. This method, vhich 
is often very effective in dealing with small practical 
problems, may not always be suitable for dealing with proposals 
leading to the shaping of secondary policy. A more formal 
channel is therefore provided by the Junior Board - a section 
of the monthly management executive meeting - which the P.d.'V, 
attends in her own right as a member of management and also as 
a representative of the,group and at which, under a special 
item on the agenda, any group matters can be raised on the 
basis of the records of the meetings or by the P.e..<. on her 
own initiative in the light of her contacts with the groups. 
The minutes of the Junior Board are published in the 
”Communicator”.1 

Since the start of the experiment a number of educational 
projects have been submitted to the groups for the purpose of 
giving them opportunities to deal with facts and figures, and 
learn their correct use in taking responsible action - the 
fourth requirement in the plan. 

The published minutes of the Junior Board provide the 
facts and figures on matters of immediate interest and 
importance and special staff articles supplement these. 

Something more direct, however, involving seme executive 
control by the group leaders, was felt to be desirable. A 
start was made with the running of the Welfare and Employee 
Services, which, up to that time, had been controlled by the 
P.dV.Y, working with an overall budget agreed with the managing 
director. This over-all function was therefore offered to the 

1 At Best and Lloyds, where the groups meet for one hour 
a month, there is a management board with the Managing-Director 
as Chairman, and with sales, technical and financial representa¬ 
tives, and one member appointed from each of the production, 
office and foreman groups. This board discusses ”all matters 
(except wages and salaries) which would normally come before 
the directors of a small private company”. There is no 
voting but all questions are discussed until general agreement 
is reached. See P.D. Best, op. cit. p. 461. 
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group leaders as a project which they could accept .or not as 
they wished and they were provided with a suggested budget for 
the financial year and details of previous annual expenditure. 
After discussion, the group leaders1 committee agreed to accept 
the project, and they have since controlled all details of the 
budget. This budget includes the canteen accounts so that the 
group leaders became effectively in control of the canteen. 

This experience proved of value not merely to the group 
leaders, but also to the groups within which the many o oerating 
and management questions affecting these services were 
discussed with increasing interest. 

For the second year's operation, the leaders’ group put 
forward a budget representing an annual expenditure of £3,000, 
which was accepted by the managing director without any need 
for adjustment. 

Another project which the groups were next invited to 
tackle was a revision of the works rules, which had not been 
changed since 19^3 and some provisions of which wtre out of 
date. It was felt that discussion of these rules and of the 
other information in the handbook would inevitably bring a 
number of management problems into focus, as well as providing 
a clear opportunity for secondary policy formation. The group 
leaders' committee was therefore invited to put forward 
suggestions to the Junior .Board for* modification of the works 
rules, after consultation within the individual groups. 

At the time the paper was written a number of interesting 
and worthwhile suggestions had been received from the small 
groups and the draft of the revised works rules had been 
transmitted to the Junior Board, the agreement being that the 
Board would produce a final draft which would be returned to 
the group leaders for agreement before publication. 

Some of the general comments turned in by the groups are 
of interest as an indication of the way in which the project 
was approached: 

"Chain Dept. Grouo: Txhe rough draft was examined. It 
was thought that if people had a hand in making the rules, they 
would stick to them better. It was decided to accept the 
invitation to help. 

1 N.I. Bond-Williams, op. cit. 
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Viewing and Straightening Group: The invitation to share 
in the making of the proposed new book was discussed. It was 
agreed that it would be a good plan, particularly where the 
rules were concerned. It is necessary for everyone to know 
the rules for their own protection, and if they have been 
agreed together, better co-operation would be had. 

Office G-roup: The invitation to share in the making of 
a new .torks Handbook was fully discussed. The main objection 
to accepting was that it was the managing director’s 
responsibility to formulate any works rules. There was also 
a tendency to adopt the attitude: "Yhy bother - if the manage 
ment wants a specific rule included, it will be included, even 
if we (the groups) don’t want it.” 

Foremen’ s Group: Re accept the principle of sharing 
responsibility for its production. It was proposed that a 
copy should be circulated, and that at least one week should 
be allowed before a min signed for his book, so that he would 
be clear on all details. 

Metal Treatment and Section Rolls Group: (a) Could any . 
revision of the present rule" book include details of the Trade 
Union ond officials within the workshop, as a means of 
encouraging new employees to take an active interest in trade 
unions ? 

(b) As a deterrent to the persistent late-corners, could 
some rule be laid down so as to give some form of punishment 
to offenders. The present system of losing a quarter or half 
an hour’s pay does not seem sufficient to help towards better 
time-keeping and impr vement of production. 

A number of other projects have been turned over to the 
groups with very satisfactory results from the point of view 
of the way in vhich they were carried out. 

Results 

Some appraisal of the success of the experiment is 
implicit in much of what has been said already. Bond-Williams 
emphasises the difficulty of a correct evaluation of this 
experiment. ..hen people in the plant are asked - "Are things 
better since group meetings started than before ?" nearly all 
answer "Yes". "But is this just a polite answer ?" asks 
Bond-Williams.^ 

1 

2 

Op* cit., p. 56. 

Ibid, p. 46. 
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However, on the basis of enquiries addressed to the workers, 
of comments appearing in the "Aston Communicator” and of the 
fact that group meetings continue to be attended regularly, 
there seems to be no lack of interest in the group meetings nor 
of matter for discussion. The "Communicator" itself regularly 
contains over 20 pages, most of vhich are groups’ and group 
leaders’ minutes. 

The reaction of the foremen’s group is significant. In 
December 1952, the foremen all agreed that since group meetings 
had become established their job of supervision had become 
easier and that, in the words of one foreman: "We don’t have 
silly arguments with people now. If I tell someone in my gang 
to do a job, he doesn’t raise a lot of silly objections like he 
used to. It seems to me that they argue it cut in the groups, 
and they see why we have to get these jobs clone. 

Of interest also is an analysis of the topics dealt with in 
group meetings. In the fourth month of the programme, groups 
raised nine matters on working conditions, five on time-study, 
five on canteen, four on social, three on welfare and two on 
production. At the 14th series of meetings (December 1952), 
the balance had changed to 11 production, nine canteen, nine 
social, three welfare and two working conditions. 

On the other hand, since group meetings started, the flow 
of written suggestions has increased from none to 39 in 
12 months. Labour turnover has fallen from 59 per cent, for 
the 12 months immediately before, to 25 per cent, for the 
12 months of 1952. During the same period productivity has 
increased and a large scale installation of replacement plant 
has been completed. Rapid changes have been made in manufac¬ 
turing techniques for existing products, and a large section 
started from scratch for an entirely new product. The opinion 
of the production and technical mnagers is that all these 
things have been dene with the work people showing a remarkable 
understanding of the problems involved and enthusiasm to over¬ 
come them. 

Some difficulties were naturally encountered in the early 
phases of the experiment, but these have generally been worked 
out satisfactorily. For instance, there was a tendency at the 
beginning for suggestions to by-pass the regular line 
organisation, in a similar way to the by-passing that occurs 
wi. th more conventional systems of joint-consultation, but as 

1 Ibid. 
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experience with the groups has grown these difficulties have 
almost all been overcome, partly by the P.h.A. insisting on all 
minor matters being referred direct to the foreman concerned 
before accepting a reference from the group leaders to the 
managers or Junior Board, and partly by the greater tolerance 
developed by managers and foremen as they have found that the 
fears some of them had entertained about the working of the 
group system were not justified. 

On the positive side, however, the foremen have found that 
the group leader is the natural person to whom they refer any 
problems that need discussion and agreement, and some of the 
foremen vho maintain particularly good relationships with the 
group leaders gain ccnsiderable informal assistance from them 
in running their sections. 

The effect of the improved speed and volume of upward 
communication and oft he regular review of progress by the group 
leaders and Junior Board has been a much more rapid and accurate 
appraisal of works problems and situations than existed before, 
and a consequent reduction in the number cf "crises". 

The most important effect on management techniques is a 
very great reduction in the number cf "human relations” problems 
that managers are called upon tc deal with, and the consequent 
increase in the time they have available for dealing with 
purely technical matters. 

Although the cost of the scheme might at first glance 
appear to be a serious drawback, an analysis has shown that the 
time involved by the attendance of the men at group meetings, 
which occupy half an hour a month of company time (with the 
exception of August when no meeting is held), is around 330 
minutes per man per year, or less than a minute and a half per 
working day; and in the case of the group leaders, who meet 
monthly, also eleven times per year, and are allowed an hour 
on company time and who usually give another hour and a half 
of their own, the paid time of their meetings, spread over the 
total labour force, represents about 45 minutes per man per 
year. As for the "Communicator" its cost is estimated at nine 
shillings per man per year. Although it is not possible to 
evaluate so simply the cost of the managing director’s and the 
personnel welfare worker’s time, the total they spend daily with 
group matters is probably no greater than they would spend on 
human relations problems with any other arrangement, but its 
cost is offset by very material savings and tremendous moral 
advantages which, if they could be evaluated moneywise, are 
felt to represent a handsome saving. 
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One question arises in regard to this method of 
consultation and that is the role of the trade union. Some 
indication of the attitude to trade unions is provided 
by the comment quoted earlier in connection with the revision 
of the works rules, by the motal treatment and section rolls 
croup, ’which referred to the advantages of revising the present 
rule book "to include details of Trade Union and officials 
within the workshop, as a means of encouraging new employees to 
take an active interest in trade unions ..." while the trade 
union has not in any way been brought into the scheme in an 
official way, there is no indication of opposition on their 
part tc this elan, and trade union members take part actively 
in the programme of work of the groups." 

In conclusion,the author observes that, up to the time of 
writing, the activity of the company had been gradually 
increasing, the rate of sales and output being then about 
15 per cent, higher than at the beginning. It had not been 
necessary to moot problems of redundancy due to shortage of 
orders or of materials, and to that extent the experiment has 
been protected from the external influences of a drop in 
business. Of necessity, the acid test of the experiment had not 
yet been applied. T.ith this necessary qualification, the 
following generalisations appear well justified by the results 
to date: 

"1. The right cf workers!groups to meet curing working 
hours without management intervention is appreciated by 
group members. 

2. Group meetings appear to take a positive interest in 
the impact of management on their activities, and produce 
a flow of constructive ideas. 

3. Group leaders, acting together as the Group Leaders1 
Committee, show themselves capable of controlling specific 
activities within defined terms of reference. 

4. The flew of communication arising from group meetings 
demands the services of a company official. 

1 At Best and Lloyd’s, however, where the experiment was 
got under way with the active participation of James Gillespie, 
the trade union concerned was extensively consulted, in regard 
to the modification of the existing payment-by-resuits arrange¬ 
ments, for instance, which took place with the inauguration of 
the new system. See R,L>„ Best, op. cit., p. 461. 
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5. Projects requiring action from the groups and group 
leaders are an effective means for education in company 
affairs. 

6. The lack of equal numerical representation of manage¬ 
ment in groups’ and group leaders’ committees has not given 
rise to any difficulty. 

7. The group method has made positive contributions to 
company policy, without embarrassing management or 
reducing management authority and responsibility. 

8. Increased stability of the labour force, higher 
productivity, and rapid acceptance of technical changes 
indicate a better relationship between the shop-floor 
workers and their tasks. 

9. A reduction in the demands on management to settle 
human relations problems leaves them free for greater 
concentration on their technical duties. 

10. The rapid flew of communications up and down the 
organisation make appraisal of factory situations rapid 
and accurate."1 

• 9 1 Ibia p. 53. 
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Case 4. Mitcham Works Ltd.. United Kingdom" 

The methods of joint consultation worked out at this 
plant are of considerable interest. They are significant first, 
because joint consultation here has really worked, and secondly, 
because the arrangements finally agreed upon when the scheme was 
adopted in 1945 were the outcome of lengthy and co-operative 
study by management and trade union representatives at the plant 
of the ways and means to improve on the joint production committee 
arrangements developed during the war on the basis of the agree¬ 
ment between the Engineering and Allied Employers1 National 
Federation on the one hand, and the Engineering Trade Unions on 
the other. 

The plant is, in fact, occupied by two distinct companies 
who operate the same consultative machinery, however - Mitcham 
Works Ltd.3, manufacturers of radio and television receivers 
and components (with 2,200 employees), and the Mullard Radio 
Valve Company Ltd., which produces radio valves, X-ray tubes, 
cathoderay tubes and other specialised electrical equipment, 
and employs some 2,050 people. 

Discussions started early in 1945 between the management 
and the representatives of the employees on the basis of a plan 
which endeavoured to bring into the common enterprise every 
section of the factory and every personal and group interest. 
It was presented at a time when the unions too had developed 
their own ideas about joint consultation. 

Every opportunity was given by both sides to study their 
respective ideas and points of view; discussions took place 

Based on an I.L.O. Mission Report and communications 
received by the Office. 

p 
Memorandum of Agreement between the Engineering and 

Allied Employers? National Federation and the Amalgamated 
Engineering Union, the National Union of Foundry Workers and 
the Confederation of Shipbuilding and Engineering Unions, 
18 March 1942; see Ministry of Labour and National Service, Joint 
Consultation in Industry; Industrial Relations Handbook, Supple¬ 
ment No. 3, December 1949, (H.M. Stationery Office, 1950, p, 42; 
also British Joint Production Machinery, Studies and Reports, 
Series A, No. 43 (I.L.O., Montreal, 1944), pp. 86 ff. 

3 A subsidiary of Philips Electrical Industries Ltd. 
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to resolve the difficulties, not with the object of overriding 
them or even compromising, but of fitting them together to the 
mutual interest of all. This work led later that year to a 
joint agreement between the firm and the representatives of the 
three unions concerned, the Amlgamated Engineering Union, the 
Electrical Trades Union and the Transport and General Workers’ 
Union. 

& 

"New" Consultation Arrangements 

The essence of the plan was the creation of a number of 
departmental committees covering at the outset hourly workers 
only, every worker over 18 being represented by elected spokes¬ 
men. The factory was divided into areas each of which con¬ 
sisted of one or more of the existing departments, according to 
their size and their natural cohesiveness as a group. The com¬ 
mittees were organised on a departmental basis, whenever possible, 
but in some cases an area basis was found preferable to bring 
together a group of workers with common work problems. 

The terms of reference of these new committees were much 
wider in scope than those of the war-time joint production com¬ 
mittees. They were no longer limited to production methods 
only, the aim being to improve relations within the factory, to 
increase productive efficiency by co-operation, to reconcile any 
differences which might arise, and in every way to serve the 
interests of the employees, the consumers and the company; in 
consequence, discussions were limited only by the fundamental 
conditions.of employment as embodied in the national agreements 
between the Engineering and Allied Employers’ national Federation 
and the Confederation of Shipbuilding and Engineering Unions.2 

It was therefore necessary to find an arrangement, accept¬ 
able to the unions, the employees and the management alike, 
which would make it possible, in regard to all matters affecting 
conditions within the factory, for all employees to be repre¬ 
sented by the men and women they themselves had elected, and yet 

This was later modified to include office personnel, and 
for several years now they have participated through their own 
elected representatives. 

2 
These national agreements must, of course, be observed, 

but they are the subject of discussions by the committees in that 
their interpretation and application to the specific requirements 
of the factories are worked out in agreement with the appropriate 
shop stewards. 
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preserve rights important to each of the parties. bnder the 
agreement finally worked out, employee representatives on the 
departmental committees are elected in two stages. At the 
first stage, the company provides facilities in the works for 
the annual election of shop stewards in accordance with trade 
union rules; i.e. at this stage only trade union members are 
entitled to vote. The union endeavours to arrange for the 
election of approximately twice as many shop stewards as they 
would normally require. All these shop stewards then stand 
for election at the second stage.-*- At this stage, in a plant¬ 
wide election at which every employee over 18 - whether he is a 
member of a trade union or not - is entitled to vote, repre¬ 
sentatives are chosen from among this panel of candidates to sit 
on the departmental committees. The election is naturally so 
organised that the candidates elected to a particular committee 
belong to the area concerned and are elected by the workers 
whom they will represent. 

The departmental committees, of which there are approxi¬ 
mately 16 throughout the companies, are competent to deal with 
the vast majority of the daily problems which call for joint 
consultation. Among these questions are wages and terms of 
employment, production problems, working conditions, dis¬ 
ciplinary matters, and welfare and safety. 

Matters on which the departmental committees are not com¬ 
petent to act or which they are unable to settle for themselves 
or which affect the interests of the plant as a whole are re¬ 
ferred to a factory committee. There are two such committees: 
one for the Mitcham Works and one for’ the Mullard Valve Company. 
These factory committees can deal, in regard to each of the 
major divisions of the plant, with wider questions of policy and 
with any items which are referred to them by the departmental 
committees concerned. 

Finally, an over-all Central Plant Committee for the entire 
plant concerns itself with matters of broad policy affecting the 
plant as a whole, and particularly with such questions as the 
following: 

There is general agreement regarding this arrangement, 
and the Unions do their best to make this second stage effective, 
although it is sometimes not easy to get enough stewards to 
stand. It is also agreed that the shop stewards will take up 
matters affecting employees in their departments who are non- 

' members of the Union, and they do so in practice. 
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(a) Application and interpretation of agreements reached 
between the Employers1 Federation and the trade 
unions, including the broad aspects of rates of pay, 

(b) Conditions of employment arising out of these agree¬ 
ments, e.g., factory working hours, holidays, etc. 

i 

(c) Production problems, 

(d) Welfare, canteen and recreation matters affecting 
the entire plant. 

(e) Safety questions. 

(f) Discipline. 

(g) Labour policy, e.g., training schemes, labour 
turnover, redundancy, etc. 

(h) Application and interpretation of statutory obliga¬ 
tions . 

(i) Social and economic problems. 
» 

These various bodies are composed as follows: in the 
case of departmental committees, the employees are represented 
by the shop stewards whom they have elected in the second stage 
of the plant-wide election, described earlier, and management 
is represented by the departmental head, who acts as chairman, 
together with the foremen and chargehands. Incidentally, this 
particular feature, which brings "middle management" into all 
of the discussions, has proved to be of considerable value; it 
overcomes one difficulty encountered in the joint production 
committees during the war, where a tendency.developed to by¬ 
pass the middle management with the unavoidable result that many 
of the troubles encountered in the operation of these committees 
had their origin in the understandable resentment of this group 
of management people. Under the present scheme the foremen 
take part in all the discussions and are thus able to make their 
position properly felt at all stages. 

The shop stewards from all the departmental committees in 
each section of the plant - i.e. Mitcham Works on the one side, 

•Mullard iiadio Valve Company on the other - form a separate shop 
stewards committee which appoints from among its members repre¬ 
sentatives who are to serve on the appropriate factory committee. 
Management is represented by the works manager, the works super¬ 
intendent and certain other supervisors. 
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Finally, the central plant committee is in substance 
composed of the members of both factory committees. 

In addition to these bodies, subcommittees may be set up 
at any time to handle matters which cannot bo conveniently 
handled by the central plant committee, the factory committees 
or the departmental committees. Their constitution depends on 
their purpose and is in each case decided by the central plant 
committee. They are automatically dissolved once the need for 
them has ceased. 

ice suits 

Despite occasional very natural irritations and frictions, 
these arrangements, which have been modified in minor details 
as experience indicated was necessary, have now been in opera¬ 
tion since 1945, to the declared satisfaction of both sides and 
with excellent results. On the one hand, from managements 
point of view, there has been greater efficiency generally, 
higher production, and smoother flow of output; on the other 
hand, the employees have been able to put their views forward 
in an orderly fashion, not merely in regard to welfare and 
amenities but also in regard to production problems and shop- 
operating matters. They have also benefited through practical 
education in the problems affecting management. Here, a great 
many of the former misunderstandings and latent hostilities 
have been brought to the surface and some, by friendly and 
straightforward discussions, have been cleared away. The 
scheme has also proved of value in dealing with specific pro¬ 
duction difficulties, particularly in bringing about an under¬ 
standing of these difficulties rather than in resolving specific 
technical problems; it has thus made possible the development 
of a number of arrangements for the benefit of the workers in 
full collaboration with the people most concerned. 

This account, which has necessarily stressed the positive 
side of these co-operative arrangements, should not lead to 
the conclusion that they have always operated easily, however. 
Many problems have given rise to long, tedious discussions, 
and have remained unresolved. The important thing here is 
that management and workers have given clear evidence in the 
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new agreement they have worked out on "Joint Advisory 
Councils" that they wish to go on "trying to find a way 
through the wood". 

Following lengthy negotiations, which started late in 
1953, the two companies and the unions representing the hourly 
workers as well as the office and technical staff reached 
agreement in April on a new "Constitution of the Joint Advisory 
Councils", as the consultative arrangements have become known. 
Although this document is considerably more elaborate and pre¬ 
cise than the first agreement of 1945, which it modifies on 
many points of detail, the essential form of the scheme has 
been retained, thus providing solid proof of its essential 
soundness and usefulness to the parties concerned. 
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Case 5. Mechanical Engineering Company. Sweden^" 

A.feature of this study of labour-management co-operation 
in an important Swedish electrical equipment manufacturing firm 
which lends it special interest is that, at the time of the 
investigation in 1949, the labour-management committee which 
had been set up in accordance with the general agreement 
between the Swedish EmployersT Federation and the Swedish 
Workersr Federation^ was only one year old and was still at 
the stage of finding its way, but the essential spirit of 
co-operation and of give and take between management and 
workers was well established and operated through other 
effective channels which will also be described. 

Background of Union-Management Relations 

While the study preserves the anonymity of the firm, 
ample background information is given on both the history and 
the present organisation of the company, which was established 
in 1891 in a small town not far from Stockholm. In 1940, 
the firm employed 750 workers and 150 salaried employees. By 
1950 the number had increased to over 1,600 persons, while in 
1953 employment had grown further to a total of 2,400 men, of 
whom 1,675 were workers, 70 supervisors and foremen and 655, 
salaried employees. Some 6,000 component parts, of which 

Based on a paper by Sune Carlson, Professor of Business 
Administration, Stockholm School of Economics, and Per Ernmark, 
Personnel Manager, Esselte Printing Company, Gothenburg: 
A Swedish Case Study on Personnel Relations. Research Report 
No. 33, the Business Research Institute, Stockholm School of 
Economics (Stockholm), 1951. (This is one of a series of 
studies prepared at the request of U.N.E.S.C.0. as part of an 
international enquiry into "The Sense of Belonging” in industry 
U.N.E.S.C.0.: The Community Factor in Modern Technology 
(Paris ),1952). Information on more recent development, i.e., 
after 1950, is derived from communications to the Office. 

Agreement about Enpreprise Councils, between the Swedish 
EmployersT Confederation, the Confederation of Swedish Trade 
Unions and the Swedish Central Organisation of Salaried 
Employees, signed 30 August 1946; see Co-operation in Industry 
op. cit., p. 45. 
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about 50 per cent- are purchased from other Swedish manu¬ 
facturers and from abroad, enter into the finished product 
manufactured by this company. Import restrictions have 
caused many problems and have made it difficult for the 
company to work at full capacity. Nevertheless, during the 
ten-year period 1940-1950, the companyfs production had 
increased six-fold, arid employment had risen to the figures 
shown above. The product market is a highly competitive one 
and the company operates under severe competition from foreign 
manufactures also; however, in recent years, it has started 
an export drive and in 1953 it had field organisations in 
18 countries. 

Since its reorganisation in 1921, the companyTs stock 
has been wholly owned by a large Stockholm bank. Of the 
six members on the Board of Directors, the Managing Director 
is the only full-time employee of the company. He is a young 
man, and under his leadership the company has not only expanded 
but has been completely reorganised. Earlier, production was 
largely carried out on a small scale in order to satisfy the 
needs of the individual buyer; it is now more standardised 
and new methods have been introduced. The organisational 
structure is to a large degree built on informal committee work. 
The manufacturing department is divided into four groups each 
under the control of a superintendent, below whom there are 
department heads, supervisors and foremen. In the various 
departments there are also functional specialists who do not 
take orders from the department heads, but report to the heads 
of their respective staff department. Although the formal 
structure of the organisation and all the different staff 
departments give an appearance of rather strong centralisation, 
there is definitely an atmosphere of freedom all the way down 
the line. 

The rapid expansion of the company has brought with it 
many new problems and a corresponding increase in the staff, 
every member of which has had more than Enough to do to 
organise his own work; this has made him willing to co-operate 
both with other line executives and with functional specialists, 
and problems are generally settled in co-operation faith other 
people. 

The workers in the company are organised in two "workshop 
clubs"-*-, affiliated to the Swedish Engineering WorkersT Union 
and to the Swedish Foundry Workers1 Union, both belonging to 

1 
These are the plant units of the union local. 
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the Confederation of Trade Unions (L.0.); the Swedish Union 
of Clerical and Technical Employees in Industry (T.C.O.) and 
the Swedish Foremen’s Union (T.C.O.) are also represented by 
clubs in the company. All the workers are organised, more 
than S5 per cent, belonging to the Engineering WorkersT Union; 
its.workshop club, which dominates the 3,100 members in the local 
Union, has some 1,600 members. The company does not have a 
closed-shop agreement, but the management is not interested 
in hiring workers who want to stay outside the Union. 

Negotiations, which are frequent, are in most cases 
carried out by the club president alone. They have more the 
character of discussions than of disputes, and there is a 
definite atmosphere cf co-operaticn between the union leaders 
and the management. There is a local branch officer in the 
town, but he has never had anything to do with the relations 
between the company and the club. There have been no central 
negotiations in 13 years. The club president and the shop 
stewards enjoy a high degree cf authority among the club 
members. 

The workers in the plant are covered by the national 
collective agreement with the Engineering WorkersT Union; the 
foundry workers, of whom there are 61, are included in this 
agreement in spite of the fact that they have their own union. 

All the supervisors and foremen are members cf the fore¬ 
men’s club, some members of which do net hold supervisory 
positions, but have been supervisors earlier and have pre¬ 
ferred to keep their membership. There are no formal 
negotiations between the management and the club, but joint 
discussions about such questions as working conditions, wages 
and promotions are usual. The present staff of supervisors 
and foremen have been recruited from among the workers. They 
are generally young, and all the present supervisors have been 
prompted foremen since 1939. Foremen and supervisors can be 
promoted to department heads, even though they do not have the 
formal schooling which is generally required in other firms for 
these posts. 

The Clerical and Technical Employees’ Union did not start 
a club within the company until 1946. At present there are 
350 employees eligible for the club, 300 of whom are members. 
The club officials have negotiated in regard to rules and 
regulations for salaried employees, and also questions of 
salaries and old-age pensions. Salaried employees above the 
routine level are paid considerably more than the average in 
the town or in the industry. 
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arrangements for Joint Consultation 

<*s stated at the outset, there is a labour-management 
committee which consists of 17 members - seven from management, 
two Representing the office staff, one foreman, six engineering 
workshop workers and one foundry worker. The managing-director 
acts as chairman, the president of the workshop club is vice- 
chairman and'one of the office staff representatives is secre¬ 
tary. The committee appears to work well on the whole and its 
"atmosphere” is definitely friendly* The employee members 
appreciate participating in its work, as it meets in part 
their demands for a better knowledge of the running of the 
company, and they seem to be satisfied with its functioning. 
However, they have not until now taken a very active part in 
the discussions, most of the talking being done by the manage¬ 
ment side in presenting reports .on production and on current 
economic problems. Unfortunately, the workers as a whole 
whom these committee members represent, do not show a great 
deal of interest in its work although the rather comprehensive 
records which are kept of the meetings are regularly dis¬ 
tributed to the different employeesf organisations. There 
would.thus appear to be room for improvement in the way in 
which this information is brought to the attention of the 
individual workers. 

Other consultative arrangements include a safety com¬ 
mittee and various informal meetings, some of which have been 
referred to earlier in connection with the trade union organisa¬ 
tion within the company. 

The safety committee is composed of the workers1 head 
delegates from the various departments, with the assistant 
manager in charge of manufacturing as chairman. The safety 
work in the various departments is carried out by safety 
delegates among the workers who take, up questions of minor 
importance with the foremen. Vital questions are reported 
to the Workers1 head delegate who takes up the question with 
the chairman of the committee. 

The shop stewards of the Engineering Workers* Union meet 
representatives of the top management in informal conferences 
now and then, and officials of the Foremen*s Club meet the 
manager in charge of manufacturing once a month for exchange 
of information. 

% , 
A recent example of the quality of co-operation prevailing 

in the plant was provided by the excellent response to a cam¬ 
paign in 1953 to make everyone "cost-minded". Because of the 
recession, especially noticeable for an exporting firm, pro¬ 
duction costs acquired more importance than they had had 
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previously and every effort had to be made to reduce them. 
It was felt that the campaign reached everyone, with very 
satisfactory results. 

Social Conditions 

The study on which this account is based effectively 
brings cut the prevalent attitude of workers, supervisors and 
top management towards the company, towards their work and 
towards each other. The following paragraphs summarise some 
of these observations. 

Most of the buildings are new and modern, although there 
are still a number of old workshops, some of which have been 
modernised. Sanitary conditions are excellent; washrooms, 
toilets and cloakrooms are new, and they are kept in good 
order. Nevertheless many of the workers seem to prefer the 
old small workshops to the newer ones, which they regard as 
too large, with too many people in the same work area, an 
arrangement which they feel hinders the formation of natural 
working groups, and gives them a feeling of ”not belonging 
anywhere”. 

Top management fully recognises the importance cf good 
personnel relations and knows that no real efficiency can be 
gained if the human side of production is not given proper 
attention. 

In the community, the company is known as a good place to 
work at. Interviews with workers by the enquirers who pre¬ 
pared the report stress the excellent reputation of the company 
among the workers in the mechanical engineering industry. One 
worker is quoted as saying ”1 have been with this company for 
two years. The organisation and planning is better here, and 
you are given more service from the staff department. There 
is also an atmosphere of democracy and decentralisation. 
There are very few reports and everything is done as simply as 
possible”. Another worker says ”1 have had a good training 
here and I think I know this trade as well as anybody else. 
I have completed two courses that the company arranged to 
teach us more about steel”. 

On the other hand, workers generally felt that today there 
was not the same demand for skill or for individual initiative 
as earlier, and most of the foremen held the same view. 
However, as the managing director said, the workers’ responsi¬ 
bility is not less today than it was before, it has only shifted 
in another direction: ”... the worker must today be able to 
carry out the most detailed instructions, and he has to take 
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care of machinery and materials which are much more expensive 
than in the old days. But he gets instruction, he has lost 
the right to plan his own work. That is one of the great 
problems of our time, but I am afraid that we have to pay this 
price for our high standard of living”. 

But even if the change towards unskilled jobs and the 
expansion of the time-and-moticn-studies are irritating 
factors, the work has still its pleasant aspects, and the 
feeling of fellowship on the part of workers, supervisors and 
staff is general. 

Conclusions 

The report concludes that this is a case of a company 
with good personnel relations. The company is also one 
which, in competition with Swedish and foreign firms, has 
built up a sound financial position. Its organisation is 
decentralised and the working atmosphere is characterised by 
freedom and willingness to co-operate. Particularly note¬ 
worthy is the rapid expansion of the company during the last 
few years, which has made rapid promotions possible for many 
of the employees. The communication system between different 
departments works efficiently, although there were some signs 
of isolation with regard to the foremen. 

The companyTs personnel policy is efficiency-promoting, 
and the well-run employee services are mainly self-supporting 
financially. Methods for selection and training of new 
employees represent an unusually advanced practice. 

Before the war the company was known to pay the highest 
wages in the locality. During the present times of labour 
shortage the policy of the company has been to refrain from 
attracting new workmen by paying higher wages than their 

local competitors. Salaried employees have the highest 
salaries in the town and the executives are unusually well paid. 

It has not been possible to compare the output of the com¬ 
pany with that of other similar companies but during the last 
ten years production quantity per man-hour has increased by 
about 200 per cent. Although there are definite signs of 
output restriction in some working groups, the working speed 
in general is high. The negative attitudes of the workmen 
towards time-and-motion studies and towards the change-over 
from skilled to unskilled v/ork is typical of the mechanical 
engineering industry as a whole, and is not peculiar to this 
company. 
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The fact that very few disputes are brought up to 
central negotiations is also one of the outstanding criteria 
of social health. Within the company there have been fewer 
negotiations during the last years than before, and it is a 
good sign that most of the negotiations have had the character 
of friendly discussions rather than of disputes. 

The rate of turnover compares favourably with that of 
other mechanical engineering companies in Stockholm and its 
vicinity, although it has recently been decreasing in Swedish 
industry generally. 

The rate of absenteeism also is lower than the average. 
The company has never experienced any spontaneous strike. 
The strike of 1945, which was nation-wide, did not affect 
employee morale. 

All the people who were interviewed outside the company 
had a high opinion of the company and its management, and 
opinion survey in the locality carried out by a market research 
agency confirmed this high standing of the company in the com¬ 
munity. 
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Case 6. Telemecanique Electrique. France^ 
* * , 

The Telemecanique Electrique Company in Nanterre is a 
true ’’working community”, now over 25 years old. From the 
outset, its operation has been based on certain fundamental 
principles which are fully understood by every member of the 
management and are constantly applied in practice to every 
phase of the firm’s policy. 

2 
As the account in 1’Economie makes clear at once, to con¬ 

ceive, produce and market a sound article are, in the view 
of the firm’s management, the fundamental requisites for its 
industrial and commercial progress. But, for them, success 
in these fields alone was not enough; a further element was 
needed - an understanding of human problems - for they 
recognised that an industrial undertaking was above all an 
association of human beings. On the principle that in such 
a community there are two types of contribution, one furnished 
by capital and one by labour, they have endeavoured to effect 
practical reforms in the nature of the employment contract 
and have developed it into something resembling a partnership 
contract. Such results could only be achieved by co-operation 
based on understanding between the workers and the works 
committee on the one hand-and the board of directors and 
shareholders on the other. 

Basic Principles 

3 
According to Mr. Migeon , a long-time member of the board 

of directors and at present the secretary of the company, the 
firm ”in the sense of all those who have a part in it, has 
made steady progress in the direction which its founders and 
its present directors have set out for it. The originality 
of its social policy makes the firm a balanced whole, a live 
working community in which the interests of the different 
social groups have merged and in which the efforts of all are 
directed towards a common goal .” 

This account is based on the following sources, from 
which substantial excerpts have been made: H. Migeon: ”Une 
communaute de travail, La Telemecanique Electrique”, in Travail 
et methodes (Paris), June 1949, pp. 5-16; see also ”Une entre- 
prise frangaise au travail: la Telemecanique Electrique”, in 
1’Economie. No. 345, 8th Year, 10 April 1952 (Paris), Supplement 
pp. 1-8. A condensed version of this article, with extensive 
quotations from the original, will be found in Liaisons sociales 
(Paris), No. 277, 21 April 1952f A reference was also made to 
this undertaking in the reply of the French Government on the 
effect given to the conclusions of previous sessions of the 
Committee. 

^ 0p«cit. 

3 
Op.cit. 
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Analysis reveals that the firm is run in accordance 
with six basic principles which can be summed up as 
follows: 

1. to make goods that people will buy; 
2. to secure the independence of the firm; 
3. to uphold justice; 
4. to place the notion of the general welfare 

before that of personal profit; 
5. to ensure that everybody is fully aware of his 

responsibilities, and 
6. not to allow social policy measures to endanger 

the vitality of the undertaking or the authority of 
its management. 

In an extensive development of the practical consequences 
of each of these principles, Mr, Migeon observes, in regard to 
the first of these (the manufacture of goods that people will 
buy), that fta firm is not merely an assembly of men who have 
got together to perform a common task; it is rather a group 
of men who set out to attain a specific economic objective. 
Therefore a firm must operate effectively on the economic 
plane before concerning itself with social objectives; for, 
in order to fulfil these social duties properly, industrial¬ 
ists and business men must first perform their economic 
functions perfectly. To do this, they must first of all 
produce goods which can be sold under the best possible 
conditions/1 This principle has been fully understood at 
Telemecanique; it is in fact the. key to all its other 
achievements. 

In the scientific, technological and commercial fields, 
as the article in 1^conomie1 points out, this was the main 
guiding principle followed by Jules Sarazin, Pierre and 
Andre Blanchet and Michel le Gouellec when they organised the 
first undertaking which later grew into the Telemecanique 
Flectrique. The basic idea of these four engineers was to 
substitute contactor groups for the more or less rudimentary 
'hand-operated air-break and oil switches which had until then 
been used to operate electric motors. Thus the.idea which 
brought them together initially was a technical innovation, 
as they planned to specialise in the manufacture of such 
apparatus, which was then practically unknown in France, and, 
by limiting themselves to the manufacture of controls and 
switches, to mass-produce these articles without encountering 
excessive competition during the early stages. 

Although the application of these principles has con¬ 
tributed to the growth of the undertaking in spite of the 
difficulties it has encountered, they do not adequately 
account for its success. For, in addition, as Mr. migeon 
says, nthe independence of the firm must be secured... If 
a firm wishes to apply a constructive social welfare policy, 
the first thing it must do is to become and to remain master 

1 Qp.cit. 
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of its own fate and to free itself from all outside inter¬ 
ference.” In particular, it must endeavour to remain free 
from control by anonymous financial interests, which are 
not interested in the social aspects of the undertaking and 
consider social expenditures as a reduction in the profit¬ 
making capacity of the business rather than as an essential 
requisite for the life and progress of the firm and. everybody 
employed by it. 

Both capital and labour must come to feel themselves 
associated ”in an intelligent and human way in the destiny of 
the firm”, which must cease to be a mere ’’money-making 
machine”, and must become, ”in the minds of all those who are 
professionally concerned with it, what it really is - 
a society of human beings”. 

Next, to quote Mr. Migeon’s words again, ”the basic 
principle of authority, in business firms as in human 
society, is that it must be founded on justice”; this is, 
in fact, the third of the basic principles on which the firm 
is run. From the very beginning, efforts have been made to 
‘convince every employee that he should work for the good of 
the firm as a whole and that this is the best way to achieve 
due satisfaction of everyoneTs individual interests. 
However, a prime condition to be fulfilled before such 
a spirit can be developed is that everybody must receive 
a fair remuneration based on the value and efficiency of his 
work. No member of a community snould be expected to devote 
himself to the welfare of the group to which he belongs 
unless he feels that he is being treated fairly. The rule 
’’treat everybody as a man, as you would like to be treated 
yourself” is the first application of this principle at 
Telem6canique; ’’providing for the participation of everybody 
in the financial results, in proportion to his contributions 
in ability and responsibility”, is the second. 

This principle finds special application in the system 
of wage calculation which is described further on. Its main 
characteristics are the development of a rational system of 
job classification, provision of group bonuses and the use 
of a sliding wage scale. 

The fourth principle is directly related to the third. 
As Mr. Migeon puts it, ’’although justice gradually builds up 
confidence, confidence has to be earned day by day... and if 
confidence is to be built up and made to last, the employee 
must be able at any time to make sure that all decisions 
taken and measures decided upon are fair.” 

This implies, among other things, that the firm’s books 
must be open to the staff w'ho must be free to ask for 
explanations. as Mr. Mgeon points out, many employers 
would' refuse to allow such a .thing although they do not 
oppose giving necessary explanations to the tax-collector. 
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A further consequence of this principle, Mr. Migeon 
emphasises, which certain employers find it even more 
difficult to accept, is that the employer himself must set 
an example of service to the firm and must not attempt to 
make use of it while expecting his employees to give it their 
services. This rule has been strictly applied at the 
Telemecanique and has made an invaluable contribution to the 
social achievements of the firm and its economic development. 

Everybody, from the top to the bottom, should be able 
to say "the firm comes first”. This essential condition must 
be met if the efforts of all are to be directed towards 
a common end, and only when it has been fulfilled can every¬ 
body be sure of receiving a due reward for his work, as 
a result of the development of this spirit, it has been 
possible to introduce certain innovations such as the 
elimination of time clocks and the payment of the workersT 
wages on a monthly basis in the same way as those of the 
salaried employees. 

Only when a worker realises the responsibility he 
bears as a free man can he become aware of his independence 
as an individual. This is the essence of the fifth principle 
With this principle in view, Telemecanique has sought to make 
everyone conscious of his individual responsibilities and at 
the same time to associate as many employees as possible in 
carrying out the firmTs policy. Making a man personally 
responsible for his time-keeping or for the performance of 
his task, with no outside control but his own conscience and 
the respect of his fellows, helps him rediscover his dignity 
as a man. Giving him a direct share in policy formation and 
in its application, encourages him to judge for himself, to 
weigh and to relate decisions and actions, to observe their 
interdependence, to understand the need for careful decisions 
when these may have serious consequences for a whole group 
of people and cannot therefore be taken lightly as might 
a decision affecting an individual alone. These are the 
experiences which help to change a worker?s outlook from an 
individual one to a concern for the welfare of his community. 

The sixth principle defines the essential purpose of the 
undertaking as seen by the management and thus links up with 
the first; that is, the primary task of the firm is an 
economic one. although one of the major aims of the firm is 
to provide social conditions which give the greatest possible 
measure of satisfaction to the employees and are most con¬ 
ducive to their betterment, before this can be achieved the 
firmTs economic objectives must be met. The firm must not 
risk getting bogged down in social welfare schemes to such 
an extent that it loses sight of its own aims, otherwise it 
will fail both economically and socially. Neither must it 
lose its vitality; it must always be ready, under the leader 
ship of its managers, to face and overcome the difficulties 
arising from constantly changing economic conditions. The 
firm must therefore have a single management, farsighted and 
unwavering in its plans, but alert to the views and advice of 



80 

its board of directors, its works committee and its 
employees, and must be steadfast in its decisions. 

These, according to Mr. Migeon - very briefly stated - 
are ,Tthe essential elements of the principle of authority. 
This principle in fact overrides all the others because it 
is the dynamic factor which powers them.” 
meaning”. 

The Principles Applied 

The application of these principles at Telemecanique 
gives their full meaning to the schemes which have gradually 
been developed over the years to build up a satisfactory 
"work climate”, to meet the problem of fair remuneration for 
everyone such that everybody has an interest in the life of 
”his” undertaking, to develop and maintain close contact 
between all employees at all levels and to give every 
employee a sense of participation in the activities of the 
firm. 

A brief outline of the origins and organisation of the 
firm may be- of interest at this point. Its start in 1924 
was quite modest. Twenty people were employed in the 
original plant at Nanterre, 15 of them being workers. In 
1925 the firm became a limited partnership with a capital 
of 300,000 francs. This expansion had no effect on the 
family atmosphere prevailing in the factory; the close 
co-operation between the workers and the managers continued, 
and the latter did not hesitate to work in the shop when 
necessary. In 1928 the business was turned into a limited 
company with a capital of 2 million francs, and by 1930 the 
plant at Nanterre was employing 107 persons. An intensive 
sales campaign had considerably widened the outlets for the 
firm!3 output, while at the same time efforts had been made 
to simplify the manufacturing processes. The principle of 
the first "telemechanical” contactor, which was patented in 
1924, continued to be applied; it is still in use today and 
in fact, it has been adopted by most other manufacturers 
since the patent lapsed. Just before the war broke out 
there were 328 employees at the Nanterre factory. Soon 
after, a second factory, employing 43 persons, was opened at 
Menilles (Eure); at the same time the number of employees 
at Nanterre was reduced to 300. In the meantime, the capital 
of the firm had been increased several times and now amounted 
to 6 1/2 mill ion francs. 

To meet reconstruction and other demands the firm had 
to expand considerably after the war. accordingly, a third 
plant was built at St. Oermain in 1946 ana a fourth at Rueil 
in 1950. In 1951 the capital was Increased to 300 million 
francs with 150,000 shares of 2,000 francs each. The number 
of employees increased from 440 in 1945 to 1,700 on 
1 January 1952, 
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Bach of these factories has specific tasks to perform. 
Medium and large-sized contactors (between 20 and 64 amperes) 
and bus bars are manufactured at Nanterre; the fitting of 
accessories, the wiring of large contactors and the fitting 
of casings on medium and large-sized contactors is done at 
Rueil; -small contactors (16 to 20 amperes) for which demand 
is high are produced at Kenilles, where most of the winding 
work is done as well. The St. Germain factory makes spare 
parts. 

The management is and always has been interested in work 
.organisation, and a special department has been set up to 
study the question. In practice the organisation of .the work 
varies according to the nature of the product. At Menilles, 
it is set up on mass-production lines; on the other hand, 
at the xlueil factory the work is organised on what is 
practically a craft basis, while at the Nanterre factory it 
lies somewhere between these two extremes. Machining is done 
at Rueil and Nanterre, while the research and sales depart¬ 
ments are located at Rueil; production and sales promotion 
are planned at Rueil as well. Thus the Nanterre factory is 
under the authority of the central planning department at 
Rueil. 

* 

• So much for the technical and commercial characteristics , 
of the firm. But its most interesting achievements lie in 
the social field. 

Methods of Remuneration. In endeavouring to provide fair and 
equitable remuneration, three principles have been followed - 
namely, rational job evaluation, collective bonuses and 
a sliding scale of wages. 

Avery member of the staff, whatever his grade, is'paid 
by the month on a basis closely resembling that fixed by the 
collective agreements for salaried employees, technicians, 
supervisors and engineers in the metallurgical industries in 
the Paris area. However, the jobs themselves are all class¬ 
ified by rather different methods from those normally used in 
the industry. A rational study of every job has been made on 
the basis of certain criteria1 which include a point system 

^ The criteria selected are as follows: For mainly 
intellectual jobs - instruction, experience, adaptation, com¬ 
plexity of the job, responsibility involved, importance of 
errors, contact with other persons, judgment, mental and 
visual concentration required, conditions of work, supervisory 
responsibilities involved. For mainly manual jobs - 
apprenticeship, practical experience, adaptation, complexity 
of the job, physical effort, mental and visual concentration 
required, responsibility for tools and finished products, 
responsibility for material and goods in process, responsib¬ 
ility for the safety of others, responsibility for the work 
of others, conditions of work, risks inherent in the perform¬ 
ance of the job. 



by which each job can be evaluated without reference to the person 
assigned to it. When added together, the points awarded under each 
of these criteria give the rating of the job.^ 

Each job rates a certain number of points fixed on the basis of 
this classification, and the basic fixed wage or salary is calculated 
by multiplying the number of points by .the value of the point. The 
fixed salary of every employee , from Managing Director to un¬ 
skilled labourer, is determined by this point system. 

The value of the point is linked to the cost of living and is 
revised whenever the trend^ in the cost-of-living index varies by 
10 per cent, in either direction.-' 

The bonus scheme, which is described further on, imparts a 
certain measure of elasticity to the wage system, wjlh the result 
that increases in fixed wages are not met entirely from production 
costs. Only 50 per cent, of such increases are paid out of the 
profits of the company; the other 50 per cent, comes out of the 
profits set aside for the employees, i.e. from the bonus. Thus 
the practical effect of any increase in the cost of living is that 
part of the money which would otherwise have been paid to the 
higher-ranking members of the staff in the form of bonuses, is paid 
to the lower-ranking workers in the form of fixed wages, as 
Mr. Migeon points out, "it is only fair that when the purchasing 
power of money falls those with higher incomes should assist those 
with modest ones". 

^ The introduction of a system of this kind is a rather delicate 
task; it is, in fact, being improved in the light of experience 
since 1948, when it was first introduced. However, the system has 
already made possible a better evaluation of jobs by eliminating 
the arbitrary factors which' all too often exercise an influence in 
this field. It also facilitates the comparison of jobs in different 
departments which is often a difficult matter. 

2 
The trend has been selected rather than the index itself, in 

order to cancel out monthly variations. The trend in a particular 
month is calculated bytaking the average for the*month in question 
and the previous 11 months.. 

3 
When the system was first introduced, a special index was cal¬ 

culated based on investigations in the markets at Rueil and Nanterre, 
but as the index number obtained was practically the same as the 
official- index number - i.e. the. retail price index for 213 
articles prepared by the National Institute of Statistics and 
Economic Studies - it was considered simpler to take the latter 
which has been used since January 1952. 
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The firm does not at present have any system of incentive 
based on individual cash awards (piece work or individual bonuses). 
However, the promotion system gives individual workers every 
encouragement to show their worth During periods of expansion 
promotion is an effective stimulus, and a method of analytical 
rating is being worked out under which individual worth can be 
reuarded should a period of stabilisation set in. 

The fixed wage, calculated in the manner indicated above, 
is supplemented by a monthly general bonus paid out of operating 
profits - i.e., the difference between the amounts invoiced 
during the month and total running costs. 

The first of these factors, namely, the total amount invoiced, 
gives a sufficiently accurate indication of the level of production 
in the Telemecanique, as the number of orders filled has remained 
fairly steady or has increased gradually from one month to the 
next, thus reflecting the productive activity of the firm as 
accurately as this can be done, . 

Operating expenses, whether occurring monthly, quarterly or 
annually, are all calculated on a monthly basis. The first task 
is, therefore, to foresee every possible item of expenditure and 
make provision for it on a monthly basis, in other words, to draw 
up a monthly budget of outgoings. 

The operating profit earned by the firm each month is 
determined by comparing the total amount invoiced during the month 
in question with the total expenditure during the same month. 
Where necessary, actual or foreseeable losses are deducted from 
the profit; one of the most important (and most regular) deductions 
of this kind is the provision for wages and salaries and stoppage 
of work during the annual four weeksT holiday. 

It should be noted that in businesses where production trends 
are different and sales not so regular it would be undesirable to 
take the total amount invoiced 'each month as a basis for 
calculations. For instance, it would obviously be incorrect for 
a firm which had made an unusually large volume of sales in a 
given month by drawing heavily on stocks 'to take the amount 
invoiced as representing production during that month. Each indi¬ 
vidual undertaking will therefore need to select the factor which 
most accurately relfects its monthly production. The choice is a 
difficult one, but one that must be made - and made correctly - 
if the workers are to feel that they are receiving a reward for 
their work as soon as the work is completed, 

(It is interesting to compare these comments with the 
description of the method of bonus calculation used by the 
Lapointe Machine Tool Company; see Case 1, pp.36 and 44 above). 
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The amount finally determined is divided into two equal 
parts - one for the company and one for the emploj^eeo. This 
.second part is divided among ail the members of the staff. A 
certain number of "shares" are allotted to every employee; 
the number varies according to his competence and responsi¬ 
bility and is calculated by methods similar to those used 
to determine the fixed wage; however, the difference be¬ 
tween the highest and lowest levels is much greater (21.5 
to 1 instead of 6 to 1 for the latter), thus tending to offset, 
as Mr. Midgeon points out, the relative narrowness in the range 
of wage rates. As a consequence, in prosperous periods, 
wage differentials (for the total wage actually paid, i.e., 
wage plus bonus) average 12 to 1; in less propserous periods 
this range may be reduced (for instance, to 8 to 1); for, as 
has already been mentioned^-, it is considered only fair that 
the purchasing power of workers in the lower grades should be 
the least affected when economic circumstances are un¬ 
favourable . 

The award of the bonus is discussed at monthly meetings 
of the managerial staff and subsequently at meetings of the 
"bonus committee", which consists of representatives of the 
management and the works committee. The bonus committee is 
provided with all the information it needs to check the amount 
of the bonus and, if necessary, to discuss it. The works 
committee then makes known to the employees the amount of the 
bonus awarded to them, together with all relevant information 
(i.e., sales invoiced and operating expenses). 

In addition to the monthly bonus, an annual bonus, 
calculated in the same way, is usually awarded after the 
balance sheet has*been drawn up. 

Obviously, these bonuses are of considerable financial 
interest to all concerned; but, in addition, the monthly 
bonus in particular is a kind of yardstick by which the em¬ 
ployees can measure the productivity of the firm during the 
period it covers. This is, perhaps, the principal merit of 
the monthly bonus, as it enables the employees to realise 
"how the firm is getting on". However, if the bonus is to 
be really-effective in this respect, it must be paid as soon 
as possible after the end of the month for which it is due 
and be as large as possible. 

The first of these two conditions is, in fact, fulfilled, 
as the recipients are informed of the amount of the bonus due 
within ten days after the end of the month. The second con¬ 
dition is also fulfilled as the additional remuneration pro¬ 
vided by the bonus during the last few years has amounted to 
some 33 per cent, of the fixed wages. Furthermore, the 

1 
See p. 82 above. 
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second condition gives full meaning to the first of the 
principles mentioned earlier, namely, "to make goods that 
people will buy". Obviously, where there is no profit 
there is no point in considering how it is to be distributed. 

As regards the 50 per cent, of the profits which are 
not allocated to the employees, its use is decided upon by 
the general shareholders1 meeting. In practice, a large 
part of this sum is placed in reserve and ploughed back into 
the firm. Consequently, the staff has a considerable in¬ 
terest in this part of the profit too as the investments made 
will enable equipment and conditions of work to be improved 
and offer the prospect of greater profits in future. 

The shareholders themselves also find certain advantages 
in this system of profit-sharing, as it is one of the factors 
responsible for the excellent atmosphere prevailing in the 
firm and for the steady increase in output which has been 
observed. 

Thus, Telernecanique is a living example of the evolution 
of the contract of employment into a partnership contract in 
which employers and workers are the partners, each one making 
his particular contribution to welfare of all. 

Furthermore, the firmTs top management have made arrange¬ 
ments by which every worker has a chance to become a share¬ 
holder if he wishes to do so. This scheme not only makes the 
"partnership™ already referred to closer but also enables the 
workers to understand more clearly just what a shareholder is 
and what real incomes are and to discover the existence of 
risks of which they were previously unaware. Consequently, 
when the capital was increased in December 1948 it was decided 
that the shareholders should give up part of their rights to 
purchase new shares so that the employees could purchase shares 
themselves, paying for them in instalments. Thus, a certain 
number of shares was set aside for each employee (the number 
varied between five and 55 according to the grade of the em¬ 
ployee concerned), but it was understood that all employees 
were perfectly free to decide whether they would buy the 
shares or not. In fact, every single employee accepted the 
offer, and 7,500 shares of 2,000 francs each (making a total 
of 15 million francs, or 50 per cent, of the value of the new 
issue') were purchased by employees in this way. 

Since then the distribution of shares has changed still 
further. This has come about through further increases in 
the share capital, as a consequence of which employees now 
hold 22,051 shares of 2,000 francs each (or 14.5 per cent, of 
the total share capital of the company, which now amounts to 
300 million francs) and as well as through stock sales within 
the firm. These sales take place either between individuals 
or through the intermediary of the firm; in the latter case, 
the firm in reselling givfes priority to staff members who 
do not yet have shares. 
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The importance of the part played by the works committee 
should also be mentioned here. The committee has been set 
up in accordance with the relevant legal provisions, but on a 
broader basis than that required by the law, and is conse¬ 
quently informed of all important aspects of the firmTs opera¬ 
tions. Its work has included taking an active part in the 
study and application of the system of payment described 
above; in addition, it has an essential r61e in the award of 
the monthly .bonus. It should also‘be noted that the staff, 
through its elected representatives in the works committee, 
is closely associated at many points with the firmTs activi¬ 
ties. 

From the trade union standpoint the staff is highly 
organised; 70 per cent, of all employees are trade unionists, 
a considerable proportion of whom belong to an independent 
union. 

Achievements in Amenities and Social Welfare 

Special efforts have been made to develop employee- 
participation in a number of different areas in the firmrs 
work. . 

First of all, active attention has been devoted to 
improving conditions of work. The management has concentrated 
on developing a pleasant working atmosphere; the workshops, 
offices and machines are modern and painted in light colours 
which are frequently renewed; flower gardens have been 
created in the yards to brighten the workshop areas and to 
develop a more relaxing atmosphere before and after work. 

Employees in the various plants are provided with heated 
cloakrooms, washbasins and showers. Every worker has his 
own locker, and it is a striking tribute to the atmosphere of 
confidence prevailing in the firm that very few workers lock 
them. There is a cheerful and comfortable restaurant which 
provides meals for most of the employees. 

The employees are given every encouragement to make 
suggestions relating to social services, to take part in their 
management and even to administer some of them entirely. 

However, in all these activities the principle of 
individual freedom is observed; one of the strictest rules 
of the firm is not to interfere in the private or public life 
of any of the people working for it. These fields are ”out 
of bounds”. No pressure is brought to bear, even indirectly, 
and in their activities the firm and the staff take care not 
to interfere with the worker or his family. For instance, 
if a sports club is started, everybody is free to decide 
whether he wishes to join it or not. In fact, every member 
of the staff is an active or honorary member of the ”Tele 
Sporting Club”, which has about 15 sections in which em¬ 
ployees can practise the sport corresponding to their age and 
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tastes. In addition, the firm established a r?Club House” 
in 1948. This is a large house standing in its own grounds 
on the banks of the Seine which is suitably equipped; there 
the employees can enjoy various recreational activities and 
have available kitchen utensils for picnics during the summer. 

Social events are organised several times during the 
year at which the employees and their families get together.- 
in a cheerful and friendly atmosphere. 

Great efforts have been made in the field of social 
insurance. In addition to the service which takes care of 
all the formalities the employees would normally have to 
attend to in regard to the various national social security 
schemes, the firm has set up several institutions of its own. 

Through a ^Provident Scheme” which was established under 
the collective agreement of 14 March 1947, every engineer, 
foreman, supervisor or other employee of equivalent rank 
receives a pension, calculated on an assessment basis, an 
invalidity insurance policy and a capital sum payable at age 
65 equivalent to one yearfs salary. This scheme, which is 
autonomous, is managed by a board consisting of representa¬ 
tives of the staff and presided over by the general manager 
of the firm. 

The firm has also taken out a group insurance policy 
covering all its workers and salaried employees on which it 
pays the premium amounting to 1.5 per cent, of the wage bill. 
In the event of death the heirs of the deceased receive a 
lump-sum payment equivalent to the wages he earned during the 
last year of his life. 

Lastly, a solidarity fund, administered by the staff, 
has been organised to supplement the benefits payable through 
the national social security scheme in the event of sickness 
or serious accidents (consultation of specialists, operations, 
long illnesses, etc.) or to contribute on behalf of the 
staff on the occasion of marriages, births, deaths, etc. 
This fund also shares in the expenses of sending children 
on holidays. 

The employees are closely associated in the work of 
these different institutions, as their representatives on 
the works committee discuss their budgets, allocate the funds 
available and are generally responsible for their administra¬ 
tion. 

To facilitate the promotion of workers, in-service 
training courses of different standards have been organised. 
The subjects taught are mathematics, electricity, mechanical 
drawing, technology applied to the construction of electrical 
equipment, French and scientific subjects. 
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Lastly, a plant magazine has been published since 1947. 
It is a pleasantly-illustrated monthly publication; its 
contents, which are abundant and varied, include full infor¬ 
mation on the life of the firm and also economic or technical 
reports and studies of real interest written in terms which 
everyone can understand. 
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Case 7. Sangamo Company Ltd. , Cana da 

Manufacturers of electric motors and meters, the Sangamo 
Company began operations in the United States, in Illinois, in 
1899. 

Following the opening of an assembly plant at Toronto in 
1917, the Canadian company enjoyed a steady growth during the 
1920’s and, after a severe business setback from 1929 to 1934 
continued expanding to a volume that necessitated further plant 
enlargements. Uith the declaration of war, Sangamo began 
making aeroplane equipment for the British Air Ministry and 
later manufactured such equipment as ’’asdic” and ’’degaussing” 
gear for the Royal Canadian Navy. In 1942 the entire 
operations were transferred to Leaside, Ontario, and by 1944, 
employment had risen to approximately 1,000 persons. The 
working force was slightly reduced at the end of the war, but 
by 1946 the company was in full production and a further period 
of expansion followed. 

% 

In 1943 the workers in the company were organised by the 
International Association of Machinists and a collective 
agreement between the company and Lodges 1755 and 235 was 
signed; the latter lodge represents skilled tool workers, the 
former taking in all others. 

Development of Labour-Management Co-operation 

From the beginning the union upheld the co-operative 
traditions of the I.A.M. One of the declared purposes of the 
first agreement negotiated with the company was ”tc promote 
and secure industrial peace anl efficiency and to clarify the 
relationship between the company and its employees”, and this 
has had continuing emphasis in all subsequent agreements. 

In the first agreement, the company, on its part, 
declared that it ”is receptive to trying out a joint labour- 
management committee composed of an equal number of represen¬ 
tatives of the company and of the employees”. 

1 Based on Meters, Motors and Men, an account of the 
Sangamo Company, fifth in a series on Labour Management 
Production Committees in representative Canadian industries, 
published by the Department of Labour, Industrial Relations 
Branch, Labour Management Co-operation Service (Ottawa, 1951), 
and on an I.L.O. Mission Report. 
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In the autumn of 1943 a group of union officials 
suggested that a Labour-Management Production Committee^ be 
tried out. This was at first viewed with some caution by 
Management as well as by certain members of the union, an 
attitude which can be understood in the light of earlier events. 

Some sections of management felt that such a joint body 
would tend to foster labour interests at the expense of company 
interests, an understandable position considering that the 
employees had just organised and that the management was not 
accustomed to dealing with a trade union in view of its past 
experience of individual relationships with its employees. 
In pre-war, pre-union days, members of top management, 
particularly the president of the company, were constantly in 
the plant talking with the ’workers and passing on information 
about company prospects and policies to them. As the company 
grew, this personal contact became mere difficult - indeed 
almost impossible - to maintain, ".hen the employees turned to 
a collective bargaining agent, the contact between management 
and employees became still less direct. These events led the 
management to conclude that the advent of the union marked the 
end of the informal method of dealing with their employees and 
the beginning of relations with them as an organised group. 
Management saw, toe, that its attitude and actions at this time 
would largely determine the degree of co-operation it could 
expect from its employees in the future. 

Some members of the union were also sceptical about the 
benefits of a Labour-Management Production Committee, fearing 
that it might weaken the union by usurping its bargaining 
function and alienating the loyalties of its members. To them 
the plan looked like company unionism. The union, growing into 
a mass movement with leaders mostly untried, endeavouring to 
consolidate its position in the company, felt it had to be 
decisive to attract new members. It also felt it had to be 
strong at this time because labour market pressures had 
increased, the cost of living was going up and the employees 
wanted wage increases. Because of these circumstances there 
was, perhaps, a tendency on the part of the union to become 
overly aggressive in day-to-day bargaining and to resist any 
threat to its influence. 

This cautious attitude towards each other was greatly 
modified, however, as both sides became more accustomed to the 
new relationship. Management agreed to the suggestion to 

1 In Canadian industry, these are generally known as 
L.M.P.C.s (see Chapter I, p.27, footnote 2, for a short note 
on these committees). 
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establish an L.M.P.C. and the union officials who had 
advanced the suggestion won the support of colleagues who had 
doubted its worth. The result was that the committee was 
formed and its first meeting held in May 1944. 

Naturally, as is the case with all new undertakings, the 
committee had somewhat rough going at the start. Both on the 
management side and among the workers doubts were expressed. 
Some of the company officials were willing to ”give it a try” 
but they remained sceptical regarding the benefits that could 
be derived from joint consultation. They could not see how 
representatives of workers and of management could confer 
amicably and agree on matters pertaining to shop conditions, 
production problems and other items within the scope of an 
L.M.P.C. They foresaw only heated arguments on matters which 
they considered the sole prerogative of management. Some 
members of the union were similarly fearful. They still 
harboured lingering doubts as to the sincerity of management. 
But the direct contact between the two groups at L.M.P.C. 
meetings brought the abandonment of these doubts. The workers 
gained confidence when they saw/ they were free to bring up and 
discuss any question within the scope of the committee without 
fear of criticism. Soon plant union officials and worker 
members gave the committee their wholehearted support. 

The company demonstrated its interest and sincerity by 
the regular attendance at meetings of management representatives 
from all levels. Seeing this, many employees were heartened, 
the general view/ being that ”the L.M.P.C. is a going concern...” 

As both sides became more experienced in the operation of 
the committee, confidence grew/, with benefit to all concerned. 

A quotation from Meters, Motors and Men-^- is revealing. 
Emphasising the improvement in labour-management relationships 
in the plant, the Comptroller and Assistant Plant Manager, 
Mr. C. Ccutts, observed: 

”As the factory grew, contacts between labour and 
management became fewer and fewer. Many of the older 
employees were heard to say, 'the eld intimate feeling 
in the factory has gone.' Management was blamed for the 
gap created between management and labour. Growth in 
size was the real reason. The L.M.P.C. filled that gap 
admirably and gave management more chance to contact the 
workers and gave the workers the opportunity to talk with 
management.” 

1 Ibid. p. 8. 
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The L.M.P.C. at Work 

Prom the outset, however, the committee had been soundly 
based. A clause in the collective agreement states: 

’’Reservation of Management Rights: 

110. The Union acknowledges that the company has and will 
retain the unquestionable and exclusive right and power to 
manage the plant and direct the working forces, including 

(a) Maintain order, discipline and efficiency. 
(b) Hire, discharge, transfer, promote, demote or 

discipline employees ... 
(c) Generally to manage the industrial enterprise in 

which the company is engaged ... 
(d) Recognition of the right of the company to make 

from time to time and enforce ’’Factory Rules” as 
conditions of employment ... 

(e) To set incentive rates for production based on 
accepted time study and job rating practices and 
to review and adjust same from time to time. 

(f) The present practice of the company, reserving the 
right to pay only for good parts and to require 
operators to repair defective work, shall be 
continued.”1 

The agreement contains a further clause: 

’’Labour Management Production Committee: 

201. The company and the union will continue joint labour 
management production committee meetings. The committee 
will meet monthly or oftener as and when reasonably 
convenient and will serve as-an advisory body as and when 
reasonably required by the management of the company and 
will endeavour to increase production, improve the morale 
and efficiency of the employees and reduce production 
costs and absenteeism. The said committee shall not be 
responsible for the administration of this collective 
agreement. It shall have no jurisdiction to infringe 
upon the functions of the Plant Committee whether in 
respect of grievances or otherwise. 

1 Agreement between Sangamo Company Ltd., Leaside, and 
Leaside Lodge No. 1755 and Toronto Lodge Ho. 235, International 
Association of Machinists, 17 July 1952. 

2 Ibid., p. 12. 
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The committee is at present composed of eight management 
and five worker representatives. This unusual arrangement 
developed out of the negotiations leading to the establishment 
of the original constitution of the committee - a constitution 
which has evolved with time in the light of practical experience. 
The first draft provided for the selection of labour members on 
the basis of departments or natural divisions of the plant and 
for their nomination and election only by the workers in the 
particular department or division which the member was to 
represent. The union objected to this, claiming that the 
bargaining agency should select the labour members on the 
committee, oust as management was free to select its represen¬ 
tatives in any manner it desired. The union took a firm stand 
on this point, management dissenting with equal firmness. The 
union threatened to withhold co-operation. The futility of 
these attitudes was, however, soon realised. Both sides 
foresaw that this stubbornness might arouse a spirit of 
resentment that would condemn the plan from the beginning. 
The democratic principle of compromise solved the problem. 
Management agreed that the union should select the labour 
representatives and the union agreed to select them on a basis 
of plant divisions. 

Accordingly, there are five labour representatives on the 
committee - one from each of the four natural divisions of the 
plant and one from the Tool Shop. The first four are appointed 
by Lodge 1755 and the fifth by Lodge 235. There is also an 
understanding that, in addition to the labour representatives, 
any worker may attend a meeting. Not many of them do, since, 
they say, ,,T7e have complete confidence in our representatives.*’ 
Individual workers may be asked to attend a meeting if they are 
needed to clarify, or supplement, information pertaining to a 
particula r prob1em. 

By insisting on the right to select the labour represen¬ 
tatives on the committee, the union assumed added responsibility 
for its success and the L.M.P.C. consequently benefited by the 
fact that the labour representatives were chosen because of 
their knowledge and the sincerity they would bring to their 
task. The consensus of management opinion now is that the 
union takes commendable care in appointing the proper type of 
representative. For example, on one occasion, when one of the 
labour representatives retired, some time elapsed with no 
appointment being made, although it was known that the union 
was not ignoring the problem. When the representative was 
finally chosen, it was soon clear that the delay was entirely 
warranted. The carefully selected appointee was suitable in 
every respect. As one member of the union executive puts it, 
”our workers’ representatives have to be good cr the union 
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loses face.” The executives of both lodges of the union are 
well satisfied with the selection of labour representatives on 
a divisional basis because ’’the committee gets a plant-wide 
view of problems.” 

Both lodges of the union try to.get new representatives 
appointed each year. This policy is followed so that workers 
will be trained in L.M.P.C. operations. Changes have not been 
frequent, however, but this has not been from a lack of 
interest; the workers are satisfied that their representatives 
care doing a good job and they don’t want to change them. . The 
few resignations from the committee have been for reasons other 
than unsatisfactory service. 

On the other hand, management was represented, in the 
early stages of the committee’s activities, by five officers 
selected from junior and intermediate levels. This led to 
delays and embarrassments, since few decisions could be made 
”on the spot”. Then a representative of top management was 
added with better results, since decisions on most matters 
could be made at once. 

An important link was still missing, however: the foremen. 
Both management and labour realised that, since the foremen 
were close to the workers in the shop and knew their ideas and 
problems, they would be an asset to the committee. Accordingly, 
provision was made for foremen to sic on the L.M.P.C, At 
Sangamo there are four natural divisions and 12 departments, 
each with a foreman. One divisional and one departmental 
foreman attend each meeting. They rotate so that each 
divisional foreman attends at least three meetings per year; 
each departmental foreman, at least one. 

At present management appoints its representatives on as 
broad a basis as possible; they are now the plant manager, the 
comptroller and assistant plant manager, the production 
engineer, the chief inspector, the personnel manager, together 
with a division foreman, a department foreman and a division 
inspector. This combination has a good grasp of plant 
operations, production and other matters. As noted above, the 
division foreman, the department foreman and the division' 
inspector are rotated with each meeting in order to permit all 
members of this middle management group to have direct 
experience of the work of the committee. 

Meetings of the L.M.P.C. are held once each month, usually 
on a Wednesday. A general agenda is prepared before each 
meeting and posted on all the bulletin boards in the plant. 
One agenda is typical. Eight items appeared on it: suggestion 
subcommittee report; publicity subcommittee report; production 



problems; quality control problems;. personnel problems; 
production efficiency problems; shop problems; and Open House. 

Items for the agenda are submitted by both management and 
labour. The labour representatives get their items by canvass¬ 
ing the workers for questions and ideas. With the committee 
now mature, the representatives do not find it necessary to do 
a great deal of soliciting - the workers come to them. In the 
early days some petty problems were presented but these 
diminished as the workers became more familiar with L.M.P.C. 
operations. The labour representatives do a certain amount of 
"screening” of ideas and questions, but they do not refuse to 
present an item if its sponsor insists. 

The committee has two co-chairmen - one management, one 
labour - who preside at alternate meetings. The secretary, not 
a member of the committee, is chosen from the clerical staff. 

The minutes of all meetings are mimeographed and distri¬ 
buted throughout the shop. This distribution, of L.M.P.C. news 
is supplemented by full reports of meetings to the monthly 
business meeting of the union, held on the Tuesday following 
the L.M.P.C. session. At this time, union members hear and 
discuss in detail what matters were dealt with at the L.M.P.C. 
meeting and are thus kept fully informed and in a position to 
co-operate with the L.M.P.C. 

Activities of the Committee and Results Achieved 

Prom the beginning the committee has proved an efficient 
channel of information from management to the worker and to get 
the workers’ ideas and reactions back to management. Although 
actual figures on the company’s business cannot be quoted here, 
will be clear from what follows that Sangamo workers do get the 
information they want.-1- 

1 In this connection, the following comment (from Meters, 
Motors and Men, op. cit., p. 13) is interesting: "It might be 
noted that one or two members of management do not believe 
that such information should be given for fear competitors 
will get it. As far as can be ascertained, information given 
to the workers through the L.M.P.C. has never been communicated 
by them outside the plant." 
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The following extracts, with necessary deletions, taken 
from committee minutes, are typical of the information manage¬ 
ment provides to the committee and through it to the employees: 

M...The same number of meters is required per month 
as before and there are still many difficulties to 
overcome. The cost of repairs for two weeks was over 
$. There are still ... export meters on order. 
De have been turning out approximately .... export units 
per month. It is expected, however, that the new building 
will give us the opportunity of making more and we 
eventually hope for ... meters per month, comprised of 
... domestics and ... experts ....” 

"...The material situation is much better. 7»e have 
received steel from the .... Company as well as from 
the .... Company. .*ire and copper are both available 
now and there is a stock of meter bases on hand. 
However, it still takes a considerable length of time 
before this material is received from the supplier so 
that orders have to be placed well in advance ....” 

”...One of our biggest difficulties is encountered on 
iron and steel castings which come to us from outside 
sources in unsuitable condition. However, the handling 
of these castings in our shop has improved considerably....” 

”...At this point Mr. Coutts gave a brief outline 
of the plant extension to the building and plant layout 
in general. He pointed out that the reason for this 
extension was to make possible better deliveries with 
the objective of increased volume of business; it was 
intended that this extension would result in a simpli¬ 
fied plant layout permitting uniformity in the direction 
of flow of goods through the plant, a shorter processing 
time, a minimum of material handling and lower costs ...” 

”...(Electric) motor business is plentiful but the 
main difficulty hare is that buyers expect to be able 
to buy * off the shelf*. As a result there are a great 
many adjustments to be made in schedules from month to 
month. All these changes in schedules make it very 
difficult for the- Production Department and the 
Purchasing Department; to get material in sufficient 
quantities and at the right time. As a result there 
are shortages here and there in the shop, increased 
inventory on some items and a tendency towards late 
deliveries of customers’ orders...” 
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At a typical meeting, the plant manager or the assistant 
plant manager usually reports on the outlook for future business. 
Reports on coming changes have dealt with the use which was to 
be made of extra space provided by the enlargement of existing 
buildings, or the effects of the power changeover from 25 to 60 
cycles on Sangamo operations. As the extracts from the minutes 
quoted above show, statistics are given in regard to such 
matters as volume of orders, rate of production, amount of 
steel on hand, amount required to meet commitments, etc. Pro¬ 
duction figures for the preceding two or three months are also 
reviewed. 

Production schedules sometimes have to be rearranged and 
the workers are told of these changes in advance through the 
L.M.P.C. When there is a possibility of lay-offs due to de¬ 
creased demand, the workers are informed ‘through the committee. 
Management is keen on avoiding lay-offs and plans its production 
programme so that as many workers as possible may be kept in the 
shop, even though on different operations. Through the com¬ 
mittee, workers are given the reasons for these transfers and 
those affected find it easier, therefore, to accommodate them¬ 
selves to them. 

The L.M.P.C. gets monthly statements on the total number 
of units produced, the number of each type produced and the 
relationship between estimated and actuai production per unit. 
Each committee member is given the unit production figures for 
his division of the factory and a record of scrap and repair 
losses in dollars and cents per employee. Total manufacturing 
losses per employee and comparisons with the previous month are 
also given. 

The percentage of operators producing to rated efficiency 
and the production efficiency of the workers by divisions is 
given at each monthly meeting. The personnel representative 
on the committee reports lateness and absentee figures. At 
the end of each calendar year the meeting is presented with 
yearly unit production figures and comparisons with production 
figures over a four or five year period, also yearly percent¬ 
ages of increase or decrease per unit of production. 

The value of the two-way channel of communication pro¬ 
vided by the Committee has been emphasised by the plant 
manager who is quoted as saying: "We are able to present our 
difficulties; in turn, we learn the difficulties of the 
workers." On another occasion the president of Lodge 1755, 
stated: "The L.M.P.C. has brought about more fluid communica¬ 
tion between management and labour. Through information re¬ 
ceived, we know where we are. We are also able to tell 
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management a lot of things they wouldn’t know because we are 
right in the shop, they aren’t.” The plant engineer, a 
committee member, said: ’’Information flowing both ways helps 
to kill rumours, which, in a plant of this type, used to start 
pretty easily with practically no grounds.” A former co- 
chairman of the committee and a member of Lodge 235 stated: 
’’There are few plants in the country where the worker gets such 
complete information as we get. It places us in a better 
position to give information. 

A suggestion committee had been set up at Sangamo prior 
to the organisation of either the union or the L.M.P.’C. It 
did not contribute materially to the success of the plant and 
was abandoned. Shortly after the L.M.P.C. was organised, a 
suggestion subcommittee was recommended and a plan for its 
operation worked out. This did not meet with great enthusiasm. 
Objections were raised, such as ’’The old suggestion committee 
failed - so will this one.” Some union men and management 
officials did not think a suggestion committee would be worth¬ 
while and they did not favour the ’’personal awards” feature. 
These.objections, however, were overcome and the plan adopted. 

Management and labour officials now agree that the sug¬ 
gestion plan under the L.M.P.C. has brought benefits to 
Sangamo. It has given the workers new interest and encourage¬ 
ment. Interest is stimulated by the substantial monetary 
awards offered for usable suggestions but the collective 
desire to improve the efficiency and morale of the plant has 
provided an even greater stimulus. 

The suggestion programme now operates as an active and 
successful part of the L.M.P.C. The suggestion subcommittee 
as originally set up was composed of one management representa¬ 
tive, the plant manager, one labour representative, the then 
president of the union and, as suggestion co-ordinator, the 
technical adviser to the company president. 

A 

To ensure detailed and complete investigation of sug¬ 
gestions as well as closer relations with the men in the shop, 
a member of the technical adviserrs staff was later appointed as 
assistant to the co-ordinator. With 20 years1 shop ex¬ 
perience, this man is, as he says himself, ’’able to talk the 
workers’ language. When a suggestion is received I can go 
down to the man at his machine and discuss his suggestion with 
him, and if he has not expressed it clearly enough on the form, 

1 
Meters. Motors and Men, op. cit., p. 15. 
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I,can'help him do so. Again, all the workers know that I am 
available at any time and am glad to discuss any suggestions 
they have to put forward." , He is also able to explain why a 
suggestion has not been accepted. S^nce his appointment, the 
subcommittee has worked more satisfactorily* 

» 

Typical of the report by the suggestion subcommittee at 
an L.M.P.C. meeting is the following: 

"Mr. Steel (the plant manager) reported that all sug¬ 
gestions had been taken care of to date. However, he 
pointed out that there are a great many suggestions being 
turned in that show ways of saving the company money, but 
the quantities involved, do not make these suggestions 
practical. Mr.. Coutts agreed to write up a little article 
for the "San-Wag News" (the company paper) to this effect. 
There have been quite a number of suggestions submitted 
that have to do with changes in the plant' itself,, bpt. these 
are.usually rejected because present plans for rearranging 
the factory have included most of these changes." 

On another occasion, Mr. Steel reported thatMthere were 
quite a number of suggestions dealt with at the last meeting 
and that the percentage of Taccepted1 suggestions is fairly 
high. It was brought to the attention of the committee that 
there had been a number of complaints to the effect that some 
suggestions take too long in "process". ' In some cases this 
is unavoidable but it is felt that .these should be followed up 
after a reasonable 'period of time and if there is to be a 
further delay, such as for testing, the suggester should be 
notified to that effect." 

At the next meeting he could report that "arrangements had 
been made with S. Allman (of the technical adviserls staff) to 
work out a system of follow-up whereby the suggestion could be 
put through more rapidly, no suggestion being allowed to lie in 
the hands of any one man for a period of more than three days." 

Safety suggestions are also, handled by the suggestion sub¬ 
committee. In a plant of the Sangamo type, work hazards are 
not numerous but suggestions already considered by the sub¬ 
committee include special guards around machines, methods of 
preventing dangerous truck handling and the placement of wire 
guards under benches. 

The publicity subcommittee of the Sangamo L.M.P.C., com¬ 
prised of two members - one labour, one management - handles all 
L.M.P.C. publicity, including suitable items on committee ■ 
activities for the plant paper, the "San-Wag News". The 
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chairman of this subcommittee designs posters highlighting 
Sangamo problems for use in the plant, and arranges for the display 
of the Department of Labour1s Labour-Management Co-operation 
Service posters and those secured from other poster services. 
Meetings of the subcommittee are informal and as frequent as 
necessary: it meets whenever the L.M.P.C. or its other sub¬ 
committees needs its services. A report is made to each L.M.P.C. 
meeting and questions concerning publicity matters are then 
discussed. 

The L.M.P.C. also takes part in other publicity activities 
through its membership on the publication committee which 
publishes the "San-Wag News". This committee has a membership 
of six - three from the L.M.P.C. and three from the Recreation 
Club. The publication committee appoints the editor and staff 
of "San-Wag News", is responsible for its publication and makes 
recommendations for its improvement. Contributions for its 
columns come principally from plant workers. 

When waste of materials was a serious problem at Sangamo, 
the L.M.P.C. appointed a special subcommittee on conservation 
to investigate and make recommendations for improvement. This 
subcommittee made a thorough investigation and submitted a 
detailed report to the L.M.P.C. With a few minor changes by 
the committee this report was forwarded to management. The 
subcommittee brought the importance of conservation of materials 
to the attention of all employees through special articles in 
the 11 San-Wag News". The publicity subcommittee designed special 
conservation posters. A competitive interest in conservation 
was created by reporting in the plant paper each month the scrap 
statistics of each division. To point out the relationship 
between employment and defective work a special card was 
distributed to all employees. 

The plant manager’s reaction to the work of the conservation 
subcommittee was: "Some important angles were brought to light 
by this investigation. They will be of value in planning for 
the rearrangement of the shop processing lineup." In one year 
of active anti-waste effort, waste was reduced by 2Q.2 per cent. 

Though the subcommittee has now been disbanded, the war on 
waste is not over. The L.M.P.C. itself is keeping the matter 
under constant observation. 

The subject of operator efficiency has been on the agenda 
of the Sangamo'' L.M.P.C. since its beginning in 19^4. Co-operation 
in this field has benefited employees, bj^ higher earnings, and 
management, through increased production. ' 

The efficiency of each operator is obtained by the ratio: 
,hours_ .earned x poo. These figiires are obtained for 

Actua.l hours worked * ' 
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each operator doing incentive work in each pay period and 
summarised by departments and divisions. Summary figures 
are reported each month to all foremen and L.M.P.C. members. 
This report forms the basis for operator-efficiency discussions 
at L.M.P.C. meetings. 

Emphasis has been directed to the operators in the low 
efficiency bracket. In early 1944, because of war conditions, 
slightly less than half of the operators on an incentive basis 
were over 100 per cent, in efficiency. By 1S49 the number of 
persons over 100 per cent, had increased by 80 per cent., and 
since then it has been maintained fairly steadily around that 
figure. 

To management this improvement meant a 35 per cent, 
increase in production per man hour over the five-year period. 
Naturally the greatest gains were made in the earlier years 
of the L.M.P.C. but even in 1949 the gain was 3.4 per cent. 

The factors affecting this improvement were many, but it 
is significant that from the very beginning there was a co¬ 
operative attitude and concentrated attention given the problem 
by both management and the union. To eliminate any uncer¬ 
tainties and some anxiety on the part of the operators, the 
president initially gave written assurance that incentive 
rates would not be altered or cut unless a significant change 
in the procedures of the job was introduced. 

The plant 'manager and the superintendent gave their 
personal attention to the problem of low efficiency and made 
improvement in operator efficiency the aim of all departments 
and supervision personnel. 

The union aided tremendously in the attainment of the 
objective by directly exhorting and encouraging operators to 
increase their efficiency. This was done regularly by the 
L.M.P.C. representatives stressing at union business meetings 
the need for increasing production efficiency and occasionally 
through direct inrerview with low efficiency operators. 
Through the medium of the plant paper, a union official on 
behalf of the L.M.P.C. makes a full report monthly to the 
employees on the progress being made in each department. 

* * 

The staff departments - cost, payroll and timekeeping - 
have, of course, aided both supervision and the L.M.P.C. by 
improving the timeliness and presentation of their reports. 
Recognition must also be given to the fact that employee 
relations policies and practices over many years had made such 
co-operative action possible. 
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It must not be assumed by what has been said that the 
increase in operator efficiency after the L.M.P.C. was formed 
means that either management or the operators were previously 
inefficient. The increased efficiency reflects rather the 
unity of purpose stemming from L.M.P.C. co-operation. 

In addition to the specific categories already mentioned, 
the L.M.P.C. has been active in other spheres. It has con¬ 
sidered methods of defeating the problem of rust on castings, 
and the cause of machine breakdowns and suggested remedies; 
investigated the machine oiling technique and electrical 
difficulties, distortions and badly riveted laminations and 
parts damaged by careless handling, and has recommended im¬ 
provements . 

The L.M.P.C. is also studying efficient plant layout and 
reviewing the possibility of making valuable space available 
by removing machinery seldom used. It has also brought to 
the attention of the workers the importance of operators re¬ 
porting to their supervisors if they find worn out or faulty 
parts and tools. Its efforts have been rewarded since poor 
quality output from these causes has been reduced, although 
the problem still remains. 

The measurable savings which the L.M.P.C. has helped to 
make possible are but part of its contribution. Of equal 
or greater importance, it has created a more congenial re¬ 
lationship between management and the workers. 

One important reason for the existence of good labour- 
management relations at Sangamo is the explanation given to 
new workers on their first day of employment of what their 
job is all about. They are told the part their seemingly 
simple operation plays in the finished product. This 
engenders a pride in their work which in turn makes for better 
relations between the worker and the supervisor. 

The account from which this description of operator- 
efficiency was taken originally appeared-in an article by 
M. C.' Coutts, Comptroller and Assistant Plant Manager of the 
Company, in Team Work in Industry. Vol. VI, No. 8, September 
1949 (published monthly by -the Labour Management Co-operation 
Service, ‘Industrial Relations Branch, Department of Labour, 
Ottawa)• 
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It is the opinion of certain labour and management spokes¬ 
men in the plant that it is in this field of human relations 
that the L.M.P.C. has made its most positive contribution. 
Mr. G. Peck, vice-president of Lodge 235, sees the L.M.P.C. 
as a force which has brought about real co-operation between 
management and worker. "Grievances brought up by members of 
our Lodge have been very few’T, he states; ”where co-operation 
exists, grievances are kept at a minimum.” 

Mr. R. Andersonr chief inspector and a member of the 
L.M.P.C., believes one of its chief results has been the 
breaking down of a certain reserve on the part of the employees. 
"The worker now feels”, he says, ”that he can talk when he has 
something to say and that he is no longer merely an onlooker 
but a participant.” 

A labour member of the L.M.P.C., when asked what he 
thought was the greatest accomplishment of the committee, 
answered: ”It has brought labour and management to a mutual 
understanding. It has provided a common ground for dis¬ 
cussion. Its job is to continue to keep us there for the 
good of all.” 

Mr. L. Smith, past president of Lodge 1755, was one of 
the union officials who had originally presented the plan 
for a co-operative committee to management and who helped 
the committee through its infant stage. Although not a 
member of the present committee, he has a definite interest 
in its activities. He says that when the L.M.F.C. was first 
suggested, the executive of the Lodge hoped that increased 
production efficiency, improved quality and other material 
benefits would result, but, to quote him directly: ”We 
believed that, before these material things could be accom¬ 
plished, we would have to strive for better understanding 
between labour and management. This we did. We got the 
material results - but we got more. We got a better under¬ 
standing and we have better relations. Increased production 
and good relations go together.” 

A member of management said, ”0ur L.M.P.C. has turned 
out well and there is no doubt that, although relations were 
never poor around here, they certainly are much better now. 
I am all for the L.M.P.C. as long as it remains advisory and 
does not attempt to become administrative.” It might be 
noted that this spokesman was at one time one of the strongest 
opponents of the L.M.P.C. As another management official 
said of him, ”He has come a long way in his thinking”. 
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The committee has gained practically unanimous approval 
from the divisional and departmental foremen, particularly, 

^as they say, ’’since we have been attending the meetings; 
it has not interfered in any way with our authority; in fact, 
it has made our work easier”. 

As another branch of its work in the field of employer- 
employee relations, the L.M.P.C. sponsors a semi-social event 
known as ’’Open House”, consisting of plant tours by the 
families and friends of the employees. These affairs'have 
contributed materially to the improvement of relations and 
given the workers new pride in their jobs and place of 
employment. This pride has been generated in good part from 
the opportunity ’’Open House” provides for the children and 
wives of the workers to see the machines operated by their 
fathers and husbands. • 

> 

Visitors at these events can inspect anything that 
interests them and operators are present to demonstrate the 
various types of machines. Management and labour-join in 
making sure that all visitors receive a most favourable 
impression of Sangamo. In addition to the plant tour, 
’’Open House” features films and refreshments. 
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Case 8. Heavy Engineering Firm, Switzerland 1 

The scheme chosen by this firm in order to interest its 
employees in the effective operation of the plant and in raising 
its productivity is the system of autonomous groups advocated 
by Hyacinthe Dubreuil. 

The firm employs 350 workers and 70 salaried employees. 
Most of the plant personnel are semi-skilled workers or 
labourers. Conditions of employment including minimum wages 
for each category of workers in the plant (auxiliary labourers, 
specialised labourers and skilled workers) are laid down in 
collective agreements concluded with the Federation of Metal 
Workers and Watch and Clock Makers (F.O.M.H.). 

4 

The firm manufactures a great variety of metal structures 
to order, such as frames for industrial buildings, road and 
railway bridges, pipe lines for hydro-electric plants, pylons 
for high-tension power lines, apparatus for the chemical 
industries, etc. All these products differ from one another 
in shape and size: a consequence of the variety of processes 
involved is that the proportion of labour in total production 
costs varies considerably according to the job. 

Consequently, the management, after considering different 
means of encouraging participation by the employees in the 
activities of the firm, concluded that any form of bonus scheme 
based on the volume of business and paid out as a percentage 
of the employees1 wages was unsuitable in their case. Following 
a careful examination of the problem with the union represent¬ 
atives the firm decided to adopt the system of autonomous groups. 

Based on Communications du Comite central aux Comites, 
propagandistes, et hommes de confiance. Federation Suisse des 
ouvriers sur metaux et horlogers (F.O.M.H.), Berne, January 1954, 
and on various communications received by the I.L.O, 

2 
See, for instance, "Industrial Organisation on the Basis 

of Autonomous G-rou.psu by Hyacinthe Dubreuil, in International 
Labour Review, vol. LXIV, Ho. 4, October 1951. The author 
has develped his ideas on the rational organisation 6f labour 
in several publications, among others, A chacun sa chance, 
Grasset, Paris, 1935 (Published in English as: A Chance for 
Everybody - A Liberal Basis for the Organisation of Work, 
Chatto & Windus, London, 19591V and L *Equipe et le ballon, - 
ltpuvrier libre dans l*entreprise organises, le. Portulan, 
Paris, 194B. 
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The Co-operation System 

Arrangements for interesting the workers in the plant’s 
output were introduced in 1949 - some five years ago - by 
agreement between the management and the workers; until now, 
the salaried staff have not been included in .the scheme, 
although the management recognises the need for a similar syster 
for employees in the technical and sales department, it has 
not yet been found possible to work out a suitable one for them. 

In practice,the essential characteristics of the system 
are as follows. On the one hand, the management supplies the 
workers with the means of production, . the raw materials and 
the technical and sales services required; on the other, the 
workers are organised in groups or teams, and undertake the 
work on their own responsibility in the same way as independent 
artisans, while benefitting from the advantages of industrial 
organisation. 

Because of the great variety of structures produced by 
this undertaking, all to order, the management has always 
tried to avoid excessive specialisation in particular work¬ 
shops. The carrying out of each production job can therefore 
be entrusted to a team consisting of a foreman and a group 
of workers engaged in a series of similar processes or in 
a specialised operation. The number of workers in a group 
varies from 12 to 20 according to the size of the job to be 
done. The only specialised workers employed are operators 
of special machinery, such as gantry cranes, welding apparatus, 
etc. • 

Each group takes full responsibility for a particular job. 
The firm, as already noted, provides working premises, machines? 
tools and raw materials. A lump-sum price is fixed for each 
job by agreement between the management and the group leader. 
This price is usually equivalent to the labour costs estimated 
by the firm in calculating the cost of the job, and they are 
calculated on the basis of similar jobs previously undertaken. 
Whore orders for large units are involved, the management often 
seeks the opinion of the group leader as to the number of 
hours the group will need to perform the job being tendered 
for. In the price agreed upon a margin is left, the size of 
which varies according to the competition which the firm has 
to face. The difference between this price and the wages 
actually paid to the workers ’for the time spent on the job, 
belongs to the workers. 

During the performance of the job, which may spread over 
two pay periods or more, the workers receive payments in 
fortnightly instalments calculated by multiplying their hourly 
wage by the number of hours they have put in on the job. When 
the job is completed, the difference between the wages paid 
to the workers on this basis and the lump-sum price agreed on 
for the job is handed over to the workers in the form of a 
bonus, which is calculated as a percentage of the basic wage. 
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However, as certain jobs are much more profitable than 
others, according to the degree of competition, the bonuses 
paid to a group are limited at present to 20 per cent, of the 
team’s total wages for the job, the balance being paid into 
a compensation fund which belongs to all the workers.and is 
admins tore d by the management under the workers1 constant 
supervision. 

This fund is used for the following purposes: 

1. to guarantee each worker’s hourly wage. As has 
already been pointed out, the variety of jobs undertaken 
makes it extremely difficult to calculate labour costs 
exactly. It sometimes happens, therefore, that the 
lump sum agreed upon for a job is less than the cost of 
the labour time actually put in. In such cases the basic 
wages of the workers concerned are made up from the fund; 

2. to develop a spirit of solidarity between the workers 
in each group and the f irm as a whole. If a ^group 
received the total profit it had earned, quarrels might 
occur between teams, as each would tend to use production 
equipment without regard for the other groups, to the 
detriment of rational work organisation in the plant as 
a whole. Moreover, on certain contracts, the firm has 
to face severe competition and is forced to reduce its 
costs to a minimum while for other jobs its equipment 
gives it certain advantages which enable it to allow 
a greater margin for production costs (including labour 
costs) . The groups which are assigned jobs of the first 
type know in advance that they will earn little or nothing 
extra. However', they accept these jobs because they 
know that the groups which have obtained more profitable 
jobs will contribute part of their ’’profits" to the 
compensation fund; 

3* to pay bonuses to certain workers, such as storekeepers, 
crane operators and maintenance workers, who cannot be 
assigned to a group. It is evident, however, that they 
have more work to do when the groups are busy and that 
they make an important contribution to the efficient 
performance of work by all the teams. Allowance is 
therefore made for the work they do by paying them 
regular•bonuses based on the average bonus earned by the 
groups during the period under consideration, (the method 
of payment-is explained further on); 

4. to provide an extra bonus for all‘the workers at the 
end of the year, as described'below. 

As already stated, the fund is made up of part of the 
bonuses earned by each group for the jobs it has done. At 
present that portion of the ''profits’1 which exceeeds 20 per 
cent, of the wages of the group concerned is paid into the 
fund. However, this proportion between bonuses paid to the 
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groups and "excess profits" contributed to the fund may be 
altered from time to time by common consent, according to the 
amount already held by the fund. The written agreement con¬ 
tains no figures relating to bonuses and their distribution; 
since these ratios may have to be changed in the light of 
future experience, the parties have preferred not to include 
such stipulations in an agreement which is an actual contract. 

The agreement provides that the compensation fund shall 
contain a fixed minimum reserve. When there is a surplus the 
management may decide, in agreement with the workers, to dis¬ 
tribute it among all the workers. This is the practice during 
periods of economic prosperity, from which the workers thus 
benefit at once. On the other hand, during a recession, many 
jobs may have to be taken on at a loss in order to keep the 
plant going, and the fund may in consequence be drained of its 
reserves. Should such a situation arise the agreement pro¬ 
vides that the management will loan money without interest to 
the fund until a new period of prosperity makes it possible for 
the workers to restore the fund. This arrangement is in the 
firm!s own interest, as it will need, especially in difficult 
times, to encourage those workers who are not members of a group 
and those groups whose earnings are below the general average to 
keep on working, by ensuring that they nevertheless receive year 
end bonuses, as explained below. 

The money accumulated in the compensation fund at the end 
of each year is distributed as follows. First, the average 
bonus received by the workers in all the groups is calculated. 
Workers in groups who have received bonuses of less than this 
average, on account of the jobs they have had to do, have this 
difference made up from the fund. Secondly, a bonus equal to 
the average percentage earned by all the groups is paid to all 
workers who are not members of a team. Finally, the balance 
is divided among all the workers - i.e., both workers in groups 
and maintenance workers - in the form of a percentage of annual 
earnings. 

In 1952 and 1953, for example, the bonuses received by 
workers in groups averaged 6 per cent, of wages. The workers 
who had received bonuses amounting to less than 6 per cent, of 
their wages were paid the difference. Then, the workers whose 
work prevented them from being included in a group were then 
paid a 6 per cent, bonus. Lastly, as there was still a large 
sum in the compensation fund, all the vTorkers received a further 
bonus of 6 per cent, of their wages. Thus every worker re¬ 
ceived a bonus of at least 12 per cent, and most of the workers 
in groups received more. 
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This whole scheme is closely tied in with careful arrange¬ 
ments for an exchange of information and views throughout the 
undertaking. Reference has already been made to the manage¬ 
ment Ts practice of consulting the groups leaders in regard to 
orders and to the discussions within the groups themselves. 
In addition, the works committee, which consists of about seven 
delegates elected by the workers, holds monthly meetings with 
the supervisory staff, under the chairmanship of the head of 
the firm, to review the results achieved during the previous 
month and to consider future prospects; the volume of orders 
filled and the new orders on the books are also discussed. At 
these meetings, too, a full exchange of views takes place on a 
variety of detailed matters. Finally, all the employees are 
kept informed of what is going on in the firm through the re¬ 
ports made to them by their representatives. 

Conclusions 

The system appears, in the light of five years of experi¬ 
ence, to have worked to everyoneTs satisfaction. Management 
records an increase in output with no change in the material 
resources available and with a stable labour force; this 
represents an increased yield on the invested capital. This 
increase in productivity, however, has not required greater 
physical effort on the part of the workers, who know that if 
they show zeal and initiative they will benefit directly; t'hey 
work no harder than before, but they work in a completely dif¬ 
ferent atmosphere. Satisfaction with the job and a spirit of 
initiative and competition, in the best sense of the term, have 
markedly developed. The trade union has also gained from the 
scheme, since a very high proportion of the employees are union 
members. As for the workers themselves, "in addition to the 
extra earnings they receive through this scheme, each one feels 
that there is a bond between himself and his colleagues, for 
they all share in the same adventure, and the satisfaction each 
man derives from this bond is increased by the feeling that he 
is no longer a mere wage-earner but is working under condi¬ 
tions akin to those of an artisan".^ 

"The result is that the firm can be sure of its production 
costs, the work is done better because each group feels its 
responsibility towards other groups, raw material is saved, 
tools are looked after better, a spirit of mutual helpfulness 
has developed and all the previously unused abilities of the 
workers are now being employed for the greater benefit of all. 
What more could one ask for?"2 

Gommunications (F.O.M.H.), op. cit. 

2 Ibid. 
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CHAPTER III 

ANALYSIS AND SUMMARY 

Prom the Cases: Common Elements for Success 

The presentation in the preceding chapter is admittedly 
a very uneven one, conditioned as it is by the information 
available for each particular case. The descriptions intention¬ 
ally seek to retain as much as possible of the "flavour” o.f the 
original, more detailed account. Nevertheless, despite the 
diversity of national background, size and organisation of the 
undertakings and of the methods adopted, a number of common 
elements may be observed. These are characteristic of successful 
efforts to achieve a co-operative approach to the daily problems 
of the individual plant. 

As the discussion in Chapter I brought out^, the growth of 
a healthy, adult relationship between all the people working in 
a given plant is essentially a slow and difficult process, 
requiring patience and understanding on everyone's part. It is 
essentially an educational process, depending more on emotional 
growth, on a' gradual change in strongly established attitudes 
and habits on the part of all concerned than on rationally 
worked out agreements. A particularly clear example of this 
development is provided in Case 1, wdiere the growth in the 
relationship between the Lapointe Machine Tool Company and 
Local 3536, United Steel Workers of America, has been unusually 
well documented. Indeed, the co-operative stage did not come 
easily there; it was only reached after a first period of 
struggle, followed by one of straightforward collective 
bargaining between management and union, had been superseded by 
attitudes of mutual respect and confidence. 

This pattern of growth in relations between management and 
union can be identified in more or less clear form, in several 
other cases, as for instance, in that of the San.gamo Company 
(Case No. 7) and no doubt, if sufficient background information 
could be obtained concerning- the other plants, this process 
would be found confirmed in nearly every case. However, in 
these descriptions, attention has, of necessity, been concentra¬ 
ted on the working of labour-management co-operation in a given 

1 See p. 19 
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undertaking. On the whole, therefore, the accounts tend to 
present a relatively static picture of something which, in fact, 
has a long earlier history and will unquestionably evolve 
further. 

Reference was made earlier^ to the influence of national 
or industry-wide collective agreements or legislative enact¬ 
ments on the development of labour-management co-operation in 
individual plants. These external influences, depending on a 
variety of circumstances, may, in a particular firm, hasten 
and strengthen an existing trend towards joint consultation, 
while, in another, the process may for a time appear fraught 
with difficulty or may not even start at all if the necessary 
preconditions for effective co-operation (which are discussed 
below) are lacking. It is in part because of these conflicting 
trends and even more because suitable descriptions of 
co-operation arising out of legislative enactment are more 
difficult to find, legislation in this field being relatively 
recent, that no typical case of this kind has been included in 
the report. In fact, the complex forces at work and the wide 
variety of results attained in plants in which joint 
consultation has been set up on the basis of legislation are 
such as to justify a wholly separate study and one which the 
Committee may wish to have made in view of a further discussion 
of the question at a future session. The case of Telemecanique 
Electrique (Case 6) may, however, serve to confirm the earlier 
observation that effective co-operation can fit into a frame¬ 
work established by legislation, when the necessary conditions 
for its development exist. On the other hand, the case of the 
Swedish firm (Case 5) is an apt example of joint consultation 
developed in a plant - where favourable preconditions were 
present also - in response to a stimulus provided by a national 
collective agreement. 

The Essential Requirements for Co-operation 

An analysis of the cases presented in Chapter II confirms 
the observations repeatedly expressed by students of the 
oo-operative process in industry.2 if joint consultation is 

1 See Introduction, p. 3 

2 See, for instance: C.G. Renold, Joint Consultation over 
Thirty Years - A Case Study, George Allen and Unwin, ltd. 
(tendon, I960); (This is a detailed account of the development 
cf joint consultation at the Renold and Coventry Chain Company, 
Limited, 1916-1949, by its Chairman, Sir Charles Renold); see 
also ”Limits of Joint Consultation” in Industrial welfare and 
Personnel Management, Septembor-October l96b, (London), p. 151; 
and The "dorks Committee Members’ Handbook, Industrial Welfare 
Society, (London), 1933, p. 3. 
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to succeed at all, particularly if it is to have the active 
support of the trade union concerned, certain essential 
conditions must be met: 

Co-operation must be wanted. This is the first 
condition for success. Per labcur-management co-operation 
to succeed, both sides must want to co-operate, both must 
see an advantage to them in taking the time and trouble to 
work through these early stages. Management must at least 
be satisfied that goodwill and greater interest in the work 
will come from putting their plans before the employees and 
listening to their comments. Since it seeks to carry with 
it their interest, intelligence and active support, it will 
have to bring them into a share in decision making. The 
employees, on their part, must have confidence in their 
ability to contribute to the * improvement of the industry 
from which they gain their living, and be satisfied that 
their suggestions will be taken seriously. But they will 
also want security of employment, decent working conditions, 
improved earnings. They have to feel that joint consultation 
will give them a chance to realise these objectives. One 
very evident print therefore is that consultation cannot be 
imposed on the workers. Here is the first step in consul¬ 
tation - the workers’ views must clearly be obtained on the 
proposed arrangements themselves. It is equally evident 
that genuine consultation cannot develop if the employer is 
not ready for it but feols himself compelled to set up 
consultative arrangements in response to the workers' demands 
or is required by law to do so. 

However, because co-operation is essentially a 
voluntary relationship between people who are free to give 
or withhold it, difficulties are bound to arise at the very 
outset, even if the ground has been well prepared. This is 
particularly true if the initiative comes from management; 
such proposals are almost bound to be met with suspicion by 
the workers, or at least by seme of them. This is a 
perfectly natural reaction* it is based on old memories, 
on traditions of labour-management hostility or suspicion, 
and on the known presence of accumulated, though often 
irrational, resentment on the part of the workers. 
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This aspect is well brought out by Gillespie1 2 in his 
comments in regard tc the early stages of informal workers’ 
group meetings: ”... The communications from the groups are 
sometimes bitter and critical at first, and, tc meet this, 
some maturity is required of managers. Even in a ,goodt works, 
the release of suspicion and distrust is almost inevitable at 
the beginning of the informal group project ... There is an 
appalling ignorance of the management’s task among the rank and 
file, and it is not without humour when a group solemnly affirms 
that ’the management is inefficient’ or ’we are carrying too 
many non-producers’ ...” 

However, the initiative in developing co-operation does not 
always come from the management side. In fact, in the cases 
described in Chapter II, proposals to set up joint consultation 
arrangements were initiated in at least two cases - Lapointe 
(Case 1), and Sangamo (Case 7) - by the union. In some of the 
other cases, particularly at Mitcham (Case 4), proposals seem 
to have been made by both sides on the basis of earlier exper¬ 
ience. In the case of the Swedish firm (Case 5)> the initiative 
was actually taken through the national agreement between central 
employers’ and workers’ organisations, while in the case of the 
Canadian firm (Sangamo) availability cf a national Labour- 
Management Co-operation Service, provided through the Department 
of Labour, no doubt played a part in assisting the parties over 
their early difficulties. Another case in which outside 
assistance helped in the early stages of a labour-management 
co-operation experiment will be found in the reference, in 
connection with the Aston experiment (Case 3), to developments 
at Best and Lloyd’s, where James Gillespie was brought in as an 
adviser, tc present the 
workers, leaving them free to 

Is f< 
acoeut 

proposals rcr informal groups to the 
or reject the idea.^ 

1 ’’The Informal itfork Group in Management”, op. cit., 
p. 168. In regard to the first point, the reactions from the 
groups, he adds: it to many, this is proof of the superiority 
of this method over methods which are trouble-free, but tc some 
managers it is a terrifying prospect...”; in regard to workers’ 
ignorance of management’s problems, he makes this suggestion: 
”In passing, the offering cf education in the significance of 
management’s task is part of the group’s activities, and is a 
much needed one; the informal group wall welcome illumination 
on the managing function.” 

2 See footnote 1, p, 61 above. 
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Good Faith Must be Demonstrated. The second condition 
ties in very closely with the first - good faith must be 
demonstrated repeatedly on both sides. Referring again to 
the cases in the previous chapter, this point is brought 
clearly out in the account of the development of labour- 
manaoement co-operation at the Lapointe Company (Case 1) as 
well as in Case 7 (the Sangamo Company); it is emphasised as 
a fundamental element of the arrangements at the Telemecanique 
Electrique (Case 6). In fact, Sir Charles flenold considers 
this aspect - the attitude of top management - as the first 
condition of success; 

’’Unless management is imbued with respect for its 
people as human beings and a genuine desire to carry 
them with it, institutions and procedures will prove 
sterile. 

Facilities for consultation should be approached 
not as concessions but as opportunities - opportunities 
to get at what their people are thinking and to put over 
the problems and point of view of management. 

If the spirit is right 
organisation and procedure. 

.the rest is a matter of 
i? 1 

This point would, indeed, seem to be self-evident; for, 
if consultation is to work at all, it must be honest and 
effective, in the sense that evidence is given by management 
of attention to the workers’ views as an element in decision 
making. It is clear that if the viev\sof the workers are 
consistently ignored, consultation machinery will gradually 
lose all interest to them, they will become apathetic to the 
scheme and the arrangements are certain to fail in that 
particular undertaking through lack of support. It is equally 
evident that management is justified in expecting clear and 
repeated demonstrations of good faith on the part of the 
workers. Again the reality of such a demonstration is 
repeatedly illustrated by the attitudes of the workers’ 
representatives in discussions with management and in the 
performances of the ’workers themselves in the various cases 
described in Chapter II. • 

^ Joint Consultation over Thirty Years, Op. cit, p.120; 
the author has had many years of experience in developing and 
working with an extensive joint consultation scheme in his firm 
which in 1949 employed some 5*600 people in four plants, 

i 
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However, in the case of joint consultation set up in 
accordance with a national collective agreement or a legislative 
enactment, good faith on both sides will be demonstrated in the 
first place by the conscientious performance of the conditions 
laid down for such consultation. 

The .Yorkers’ Organisation Must not be Endangered. fhis 
point leads immediately to the next important condition? that 
joint consultation must not be used, or appear to be used, as 
a device for undermining the trade union. This difficulty is 
very clearly put by a trade unionist with practical experience 
of joint consultation and who strongly endorses the system, 
but with this as his first conditionl: ’’Uhile the interests 
of workers are naturally linked with the fortunes of the company 
for which they work, their prospects are not bounded by the 
walls of the factory. Their wages and conditions are also 
affected by the wages and conditions of people doing a similar 
job elsewhere, perhaps at the other end of the ccuntry. Trade 
unions - and good employers - have often had reason to resent 
the unscrupulous employers who are ready to cut prices at the 
expense of wages, good industrial relations and, therefore, 
industrial stability, would be the first to suffer from the 
fragmentation of trade unions which would accompany the develop¬ 
ment of company or captive unions”. 

Again, reference to the cases describe ivod m Chapter II 
provides ample confirmation of this requirement. In five of 
these, the national union concerned has actively participated 
through its local representatives in the fermation of joint 
consultation arrangements. Provisions regarding labour- 
management committees are included in the collective agreements 
at Lapointe (Case 1), at Mitcham (Case 4), at bangamc (Case 7), 
an^., in the case of the Swedish firm (Case 5), through the 
national agreement to which the firm and the local union are 
parties. In the case of the Swiss firm (Case 8), the proj o ct 
was developed with the advice of the national union concerned. 
In the case of the Lapointe Company in the United Kingdom (Case 
2), the union is not active at the plant, though union members 
are free to participate in the project. At Aston (Case 3), the 
union as suoh appears to have stood aside, although union 
members do pailicipate in the work of tho groups, 'The position 
at Telemecanique is a difficult one which appears largely to 
arise from the stresses which national unions in Prance are 
currently encountering, 
existence of a number of 

These difficulties, marked by the 
national organisations, by certain 

1 ’’Limits of Joint Consultation”, op. cit., p. 151. 
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organisational weaknesses, frequently by indifference on the 
part of the workers to trade union activity, resulted, in the 
specific case of Telemecanique Electrique (Case 6), in a 
withdrawal of the majority of that company’s workers from the 
national unions to form a union of their own. As a consequence 
the workers at Telemecanique, though clearly a privileged 
group and fortunate in their arrangements with the management, 
have little contact with other organised workers and do not 
share with them through the trade union movement in spreading 
the results of their experience and in making known the methods 
which have been developed at this company. Nevertheless, in 
the wider context of an international comparison of joint 
consultation experience, the case of Telemecanique is quite 
relevant. 

Matters for Collective Agreements must be dealt with 
througE Collective Bargaining Machinery" A further condition 
which is directly related to the one just discussed, is that 
joint consultation bodies must not be used for settling wages 
or other conditions (particularly hours and holidays) generally 
regarded as matters for negotiation. Consultation and 
negotiation are two different processes, serving two different 
purposes, although they are not mutually exclusive and in 
certain matters may even represent overlapping stages of 
development in union-management relations. However, even in 
a mature relationship, both processes still have their place; 
collective bargaining does not disappear when co-operation 
emerges. Consultation can and should take place on all 
possible methods of increasing efficiency, raising productivity 
and, in brief, increasing the size of the ’’cake” made by the 
company. But there arc some problems, notably wage 
negotiation - i.e. a sharing of the ”cakeM - which are likely 
to remain matters of collective bargaining, regardless of the 
degree of co-operation which exists between the union and 
management. Similarly, matters which are determined through 
national agreements are not suitable subjects for consultation 
within an individual firm, except in regard to their detailed 
application. The experience in the cases described in 
Chapter II fully confirms this point. In several of these, 
it will be recalled, a definite provision covers this matter, 
particularly where joint consultation is referred to in the 
collective agreement. 

It is important therefore 
collective bargaining process 
tion”, though both have their 
”relations'1. For example, it 
labour in a plant to conclude 
agreement without going on to 

to distinguish between the 
and labour-management ”co-opera - 
place in labour-management 
is possible for management and 
a very satisfactory collective • 
develop co-operation of the 
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kind described in this report. The relations may be harmonious 
although there is no active co-operation. On the other hand, 
however, there is unlikely to be real co-operation unless there 
is a good collective agreement to begin with. 

No Substitute for Docent wages and .forking Conditions. 
Finally, and this is perhaps a very obvious matter which ought 
not to require stating, joint consultation is not and cannot 
be a substitute for decent wages and conditions. In the cases 
described in Chapter II, this point appears to be well taken 
care of, since, in every instance, joint consultation has led 
to a very material improvement in the workers’ conditions, even 
in those cases where no formal arrangements exist for sharing 
the monetary benefits of increased productivity.^ 

In this connection, the Committee will recall that, in its 
resolution on human relations in metal working plants, it 
emphasised the principle that ’’good wages” and ’’job security” 
were net enough in themselves, and stated that the individual 
employee must hove a chance of participation; that he must feel 
himself a necessary member of a social unit if he is to gain 
full satisfaction through his own work.2 

A'measure of this participation is unquestionably given 
by management’s willingness to share with all the employees 
increased benefits derived from improved productivity in the 
undertaking. Nevertheless, in the four cases described where 
some/ type of group bonus has been, worked out, it seems evident 
that increased earnings, though important to the workers, are 
not the key to their enthusiasm with the scheme; it seems to be 
almost incidental to the mere vital element of participation. 
While it has its economic value and constitutes a valid group 
incentive, it is rather as a measure c-f achievement in the 
group effort that its full meaning is gained, as a matter of 
fact, at Mitcham, at Ast'~n, at San game, and in the ease of the 
Swedish mechanical engineering firm, although no provision is 
made for the workers to share in the increased earnings of the 
firm through a group bonus, wages have been raised, other 

1 Of the eight cases described, the available information 
on four of them gives no indication of any bonus arrangements. 
Of the four other eases, it may be worth noting that they all 
use in one form or another the savings in labour cost compared 
with an established standard cost as a basis for a group bonus. 
None of these schemes is ’’profit sharing” 'in the accepted sense 
since ’’prefits” depend on a number of factors in addition to 
labour cost. 

2 This aspect is developed more fully below, see p.122. 
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advantages have been given to the workers, but the general 
sense of satisfaction with joint consultation appears to be 
quite as high as in the firms where the more formal bonus 
arrangement exists. This is the feeling of being ’’asked to 
take part in ’the real thingwhich is also vividly 
expressed in the closing paragraph of Case 8 - the Swiss 
plant - ”... they are all in the same adventure” . 

Other Factors for Effective Co-operation. 

The Foreman’s Role. An important though frequently 
neglected element for successful co-operation is the foreman, 
whose attitude to human relationships generally should, in 
fact, receive the most careful attention. It will be recalled 
that this question was extensively dealt with in the Committee’s 
discussion on human relations. Here, it should suffice to note 
that suspicion and. hostility is a natural first reaction on the 
part of members of middle management who fear, and often 
rightly so - as brought out for instance in the account of the 
experience at the Aston Company (Case No. 3) - that they will 
find themselves by-passed and their role further weakened in an 
arrangement which makes possible direct discussions between 
workers and management. Therefore, the various ways in which 
this difficulty was overcome and the full co-operation of 
supervisors and foremen enlisted in the co-operative schemes 
are of very real interest. At Lapointe, in both oases, they 
are direct participants, either as members of the Production 
Committees or through their representatives on the Screening 
Committee (in the United States company) or on the Bonus 
Committee (in the United Kingdom company). At Aston, the 
arrangements made through the Personnel Welfare worker to avoid 
by-passing the organisational line led to a complete reversal 
of the foremen’s early suspicions and brought about their later 
strong support of the group system. In the case of the Swiss 
firm (Case No. 8), to take one more example, the foremen are 
the natural group leaders and they thereby find their position 
actually strengthened. 

Knickerbocker and McGregor^ stress the importance of 
educating the foreman tn his role in co-operation. They point 
out that relations between management and workers take place 
along two lines, (1) through meetings between middle or top 
management and union leaders, and (2) through the daily contact 
between the foreman and the union members in the shop, while 

1 Case 1, p.36 

2 Op. cit., p. 12. 
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the union leader acquires an understanding of management’s 
problems, learns the whys and wherefores of company policy and 
forms his opinions of ’’the company” in his contact with the 
higher levels of management, the union member acquires his 
understanding and forms his opinions about ’’the company” either 
from what he is told by the leaders of his union or from his 
experience with his foreman. When these two ’’pictures” do not 
agree, the union member, quite naturally, accepts the evidence 
of experience. As a result, discrepancies between these two 
sources will either forestall management’s attemps to broaden 
and develop the union leaders or undermine the union leadership 
by widening the ^ap between leaders and members. 

The foreman’s methods of handling his men, his attitudes 
and his personality, are therefore important factors influencing 
the growth of union-management relations, and the most progress¬ 
ive and well-intentioned management may find its efforts to 
promote better relations defeated because the foremen fail to 
play their part in the scheme and react unfavourably towards 
the workers. This situation is further aggravated if manage¬ 
ment, as is often the case, fails to recognise the effect of 
the behaviour of the foremen on the workers. 

Thus, conclude the authors, ”a poor foreman may prevent 
the execution of the most carefully-laid plans for improving 
union-management relations. He may even provide the reason 
for the belief that better relations are impossible ... A good 
foreman, on the other hand, provides a daily proof of manage¬ 
ment’s real intentions. 'From his behaviour the union members 
may obtain the substantiating evidence which their leaders 
need to sell them an enlightened, long-range programme.”! 

It is clear, therefore, that improvement in union- 
management relations is vitally dependent on the quality of 
the men selected to be foremen, on their training and on the 
degree to which they are made an integral part of management. 
Co-operation between management and union cannot occur until 
there is co-operation in the ranks of management. As a matter 
of fact, Sir Charles Renold considers this last point as the 
first organisational requirement for effective co-operation. 
’’Consultation should be practised not only between the top 
level of management and the representatives of the workers, but 
between every level of management and the workers with whom 
each level is in contact. To make this possible, all levels of 
management must understand the policies of the concern; they 
must all be in a position to tell the same story, every 
management official must understand his position - his 

1 Ibid. 
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responsibilities, and his powers. This necessitates a soundly- 
conceived management structure with clear channels of command, 
adequate means for consultation in the formulation of policy 
and clear-cut practices for promulgation of instructions. 

Top Management and Joint Consultation. This remark 
naturally brings up the question of the impact of joint 
consultation on the management function, for, if joint 
consultation makes severe demands on management - and this is 
brought out time and again in almost every one of the cases 
described in the previous chapter - it is essential for top 
management to maintain control, to ’’run the ship”. The 
position of management was well put by Mr. Migeon in his 
account of the principles on which the experiment at the 
Telemecanique (Case No. 6) is based. The sixth principle, he 
said, is that there must be effective and vigorous management; 
not autocratic, however, but fully alert to the views expressed 
by the Board of directers of the company as well as by the 
works council ( oomite d* entreprise) . ^ On the other hand, ’’most 
trade unionists are sensible enough to recognise that it is 
the job of management to manage and that there are such things 
as managerial rights. They will prcbably want to argue about 
the extent of those rights. Managers have nothing to lose by 
discussing and, even more important, explaining why certain 
rights must be preserved. Moreover, if joint consultation is 
to be dynamic, reserved subjects ought to be taken out and 
looked at again from time to time Furthermore, manage¬ 
ment’s position and responsibilities are explicitly recognised 
in a number of collective agreements, such as the one between 
the Sangamc Company and the International Association of 
Machinists (Case 7)4, as well as in cases quoted in Chapter 1.5 

The question of the need for the extent of and the proper 
limits on management rights is bound to be a difficult one. 
It is a constantly changing area, but perhaps a more hopeful 
approach and one which is less likely to lead to conflict is 
the one taken by a number of managements who, refraining from 

1 Op. cit., p. 120. 

^ See p. 79 . This view is stated with equal force by 
Bond-Williams for instance (Case 3), p. 53 

5 Limits of Joint Consultation, Op. cit., p. 152. 

4 See p. 92 

5 See p. 23 
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thinking or speaking of ”rights", have put forward the more 
acceptable idea of management functions and responsibilities, 
a notion which workers and their representatives find easier 
to accept, particularly when the functions are clearly required 
for the successful operation of the firm. Here, again, the 
very willingness of management to discuss and to explain their 
position will greatly ease this particular difficulty, and it 
can in fact greatly strengthen management’s position, as Bond- 
oilliams, for instance, biings out cn more than one occasion. 
In other words, in this area, also, an attitude of fairness and 
understanding on the part of managements in their relations with 
the workers, a willingness to ”sell” their ideas rather than 
"tell" people what tc do, will result in a strengthening of 
the leadership of management rather than in its weakening. 

Importance of Personal Factors. In this connection, again, 
the cases bring out repeatedly the ""importance of a strong, 
self-assured top management. In discussing the influence of 
management personalities on the improvement of labour-management 
relations, Knickerbocker and McGregor^ point out ’’that unless 
the key members of management who regularly deal with the 
union have a genuine, secure confidence in themselves and in 
their ability tc perform the functions of management” the new 
co-operative type of relationship may stop at an early stage of 
development. This self-confidence, which is not as common as 
might be supposed, and which many able managers actually lack, 
reflects itself in a variety of ways. The men who possess it 
are quietly sure of themselves. They reveal, through their 
actions, their ability to face any conditions that may arise, 
they are able to take criticism, even from subordinates, and 
they are tolerant, able to see and to face in their contacts 
with the workers’ representatives the limitations placed upon 
them by the very nature of their organisation ...” 

On this same theme, Gillespie^, referring to the develop¬ 
ment of informal workers’ groups, points out that "the higher 
manager who wishes to have successful groups in his business, 
must be a fairly mature person, for to have informal groups is 
an exercise in the important art of not managing ethers. The 
aggressive* insecure type of manager is unlikely to initiate 

1 (Case 3), see pp. 59 and 62. 

2 Op. cit., p. 10. 

5 J.J. Gillespie, Op. cit., p. I69. 
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groups that are really informal. Also, managership should be 
technically effective and able to be firm when circumstances 
demand. Managership which is technically weak or lacking in 
courage to apply necessary discipline wall reap small respect 
from the group and will quickly be found out, f* 

This stress on the crucial importance of stable, self- 
confident and enlightened personalities at the top of the 
company for the success of co-operation in the plant is brought 
out in the comments made by observers or participants in 
several of the cases reported. 

That such qualities are equally important for the workers’ 
representatives is made crystal clear by Russell Davenpcrt2 in 
summing up his analysis of union management co-operation at 
the Lapointe Machine Tool Company: ”... Yet there are two 
prerequisites to the Scanlon plan, and where they do not exist, 
time, would be wasted in trying to instal it. One is that union 
leadership must be intelligent. This dees not mean that the 
union should be acquiescent: on the contrary, it may be quite 
aggressive. But real intelligence is needed to bargain at a 
participation level, which involves an understanding of such 
things as competition, competitive pricing, profitability, and 
many other factors that never enter into collective bargaining 
at a lower level . Second, and even more important, there 
must be someone in top management who is vitally interested and 
who is able to stand the gaff. A management that wants to 
stand off and look down its nose at the workers cannot operate 
the Scanlon Plan. Nor is it possible to turn this vital area 
of the business over to a vice-president in charge of 
industrial relations. Someone who actually runs the plant or 
the company - the president or his executive representative - 
must be a regular member of the screening committee (he need 
not be chairman); and this person must be willing to enter into 
any kind of debate and to accept in a fair and impartial manner 
any criticism hurled at his own management. He need not worry 
about his dignity. The men will invest him with the dignity 
he deserves - no more, but no less.n 

” Sharing”. Thus, this reporter of an outstandingly 
successful case of joint consultation brings out the importance 
of the willingness and ability of management to share - to 

1 See, for instance, Case 1, p. 38 > and Case 6, p. 79. 

2 Fortune, Op. cit., p. 159. 
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share information first of alll and to share also in the process 
cf decision making. 

The value of positive and open sharing with employees of 
information related to the working of the undertaking has been 
repeatedly brought out in the cases described in the preceding 
chapter. 

The importance cf this process to genuine co-operation is 
emphasised by Bcnd-’Williams^ in his account of informal workers’ 
groups at Aston (Case 3). Gillespie^, in his comments on the 
working cf informal workers’ groups, observes that although 
the groups talk nonsense sometimes, ’’the important thing is 
that they do participate and every item of discussion is a peg 
on which the thoughtful manager will hang the fla s of 30 c a 
teamwork ... When the managing director gives his people paid 
time in which to meet and think, an important change of status 
takes place among the workers. We know that, in society, the 
individual is a responsible citizen, but that, in his work, he 
is a managed and organised worker* it will be seen, perhaps, 
that the change of status mentioned heals the breach between 
work and social life ... When the administrator allows these 
informal meetings, writh free criticism of himself and his 
associated managers, he and they experience a change in status 
from that of imposed headmen to that of leaders; for the only 
true leadership in an organised institution is that which is 
open to free criticism through channels accepted by the leaders 
of the institution ... Broadly, there is first a flow of 
respect to the top administrators from the groups, and, at the 
same time, an acceptance of the need for foremanship, with 
increasing support for the foremen from the groups. The 
foreman feels more secure as a person, in that there is a 
removal of conflicts; it is for this reason, perhaps, that a 
large majority of foremen accept the informal group system 
where it operates ...” 

1 See Alexander R. Heron: Sharing Information with 
Employees, Stanford University Press, Stanford University, 
California, 1942. (Alexander Heron, who is Director of 
Industrial Relations of Crown Zellerbach Corp^ ration, stresses 
the importance of what he calls ”an aggressive willingness” to 
share information, based on a democratic respect for every 
individual in the plant and a recognition that, "honestly and 
wisely followed through, it will induce a constructive co-oper¬ 
ation which cannot be bought or forced”). Ibid., p. 35. 

^ See his original paper, p. 39, for an enlightening 
discussion of what he calls "Secondary Policy” formation. 

3 J.J. Gillespie, Op. cit., p. 168. 
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Although these comments deal with a variety of implications 
in a particular system of consultation and lay special stress 
on the opportunity given to people to express opinions, it is 
clear from the description of the system at the Aston Hook and 
Chain Company that participation in decision-making is very 
definitely provided for through the arrangements which were 
described. 

Incidentally, the emphasis in this discussion may appear 
to be on the formal side of co-operation, but it should not 
lead one to forget the importance of informal consultation, 
i.e. immediate communication and action in dealing with a minor 
personnel difficulty or with a production problem, instead of 
waiting for a formal meeting. This type of action should be 
encouraged, as it will, in fact, greatly strengthen the flow of 
communication and of effective consultation. p0r instance, the role 
of the Personnel Welfare Worker at Aston (Case 3) in encouraging ar 
sustaining this type of contact between individuals and groups 
and in channeling views and suggestions to the proper manager 
appears to have been an important factor in the successful 
working out of this experiment. 

There is one further aspect of employee participation in 
management decision-making which should be mentioned. That is 
its relevance to the present structure of industry, the 
complicated nature of which is such that few men can have 
sufficient competence or expert knowledge of all the various 
skills utilised within the factory or the works. Even the best 
administrator cannot be aware all the time of ever/ minor 
happening in his works cr in his particular department, nor can 
he hope to be familiar with every detail of each-of the 
production processes for which he is responsible. It is 
precisely here that these who are directly concerned in the 
details of the daily operation of the plant can make their most 
valuable contribution. This remark is as valid of the functions 
traditionally exercised by supervisors and foremen within their 
areas of responsibility (functions which can be greatly 
improved under conditions of an over-all spirit of co-operation, 
as was shewn in several of the cases described earlier) as it 
is of the contribution which the individual worker can make in 
regard to the matters with which he is most closely concerned. 

. There is the further important aspect that the abilities 
which management can call on from its workers are very 
different from those in which the management itself is most 
competent; that is the main reason why they are valuable. 
"Management, typically, has a generalised knowledge of 
engineering principles and of the production problems and 
processes in the plant. The w- rker, cn the ether hand, has a 
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highly specific knowledge, drawn from his intimate daily contact 
with the process on which he is working and the machine he 
operates. As a result, he can often assist management 

materially in discovering ways of improving the process, of 
reducing waste, of increasing the efficiency of the machine. 

A great many important contributions in science and 
engineering have come about because the inventor was able to 
take an absolutely fresh slant on the problem. This, above all 
else, the worker can do. Out of his fresh perspective sometimes 
emerge suggestions and ideas which, although they may appear 
initially to be foolish, have real merit. The literature of 
union-management co-operation contains example after example 
of suggestions submitted by workers that have proved practical 
after management has overcome its initial scepticism 
sufficiently to experiment with them." 

The Scope of Joint Consultation 

This comment leads directly to the question of what 
subjects are suitable for consultation and in regard to which 
management and workers can usefully co-operate. Certain broad 
limits may be recognised, on the one hand, in the existence and 
functions and responsibilities of the trade union as such, and 
on the other, in those areas of decision commonly recognised 
as management functions - matters which have been discussed in 
some detail earlier. 

Common Objectives 

The important thing is for management and union in each 
plant to seek to identify certain common objectives. A number 
of these are possible. Certainly both management and workers 
are interested in the security of the firm, although the 
expression given to this objective would differ in the case of 
each. What matters, therefore, is to reach a common under¬ 
standing of this objective and to explore its possibilities as 
a sufficient basis for agreement, which would be expressed in 
the form of general principles rather than specific details. 
Other common objectives unquestionably exist, such as the sheer 
jcy in running a successful undertaking. It may not be possible 
to formulate this in clear terms; it need not even be a common 
objective explicitly stated, but if management will understand 
and appreciate that workers can respond to this objective, they 
have the possibility of gaining a great additional support from 
them. 

1 Knickerbocker and McGregor, Op. cit., p. 5. 
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Topics for Joint Consultation 

As Sir Charles Renold^ points out, Mthe field open for 
discussion should include things that really matter - not 
merely the ventilation of minor grievances about amenities.” 
The list of topics decalt with through joint consultation is a 
long one indeed, as a review of the various cases described 
in Chapter II will show. These questions may, perhaps, rather 
be usefully summarised under a series of formal headings as 
follows^: 

(a) Production problems: 

Operational policy 
Improvements in methods, Layout and processes 
Care of tools and equipment 
Improving quality of werk 
Job evaluation 
Production Time Standards (piece rates, premium 

rates, etc.) 

(b) Suggestion schemes; 

Recommendations for avoiding waste of power, time, 
materials and handling 

Economies in production 

(c) Accident prevention: 

Guarding of machinery 
Recommendations regarding workshop hazards 
Use of protective clothing and safety devices 
Co-operation in safety campaigns and accident 

prevention generally 

(d) Education and training: 
■i .. ■ . 

Training of apprentices, young persons and adult 
workers 

Technical library 
Visits to other factories 
Further education 

1 Op. cit., p. 121. 

2 These headings, amplified by additional subjects dealt 
with in various co-operation schemes, have been adapted from a 
listing in The Works* Committee Members! Handbook, Industrial 
Welfare Society, (London, 1952) PP. 5-7. 
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( e) Rules and regulations concerning employment: 

Issue and revision cf works rules 
Distribution of working hours 
Rost breaks 
Holiday arrangements, etc. 

(f) Discipline: 

Recommendations for maintaining and raising the 
standard of conduct of all concerned 

Examination of absentee records 
Timekeeping 
Ensuring prompt and fair handling of grievances. 

(g) 'Vorking conditions: 

Improvements in heating and ventilation 
Lighting 
Provision of drinking water 
Smcking at work 
Cloakrooms 
lashing facilities 
Health services 
Rest rooms 
Good housekeeping (order and tidiness in the workshop) 

(h) Employee services: 

Canteens 
Schemes for security in sickness and old age 
Hostels 
Transport 
Savings and holiday funds 
Social and sports activities 
Outings 
Care of infants and young children 

Formal Consultation - Necessary Arrangements 

In regard to the practical working of formal consultation, 
a great deal could be said about the composition of the 
committees, their working rules, the frequency cf their 
meetings, etc. The experiences described in Chapter II tend 
rather to bring out the variety of such arrangements, which may 
help to emphasize the point that of far greater importance than 
formal arrangements - though these are by no means negligible - 
is the spirit and intelligent purpose with which the matter is 
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approached, 
brief points 

In regard to formal arrangements, the 
deal with the essential aspects. 

following 

”formal procedures are highly important. 

These include the embodying of all practices in published 
rules agreed with the wcrkers’ representatives; 

the rights of representatives should be agreed and clearly 
defined; 

meetings should not be ad hoc, but on a regular programme, 
conducted on an agenda agreei[ beforehand; 

the results of all meetings should be embodied in clear 
minutes, with agreed wording; 

there should be clearly defined procedures for bringing 
questions forward for consideration.” 

The Advantages of Co-operation 

As a review of the accounts in Chapter II will make clear, 
the advantages which flow from effective -joint consultation are 
many and varied. Probably the key element is communication; 
for an effective and constant flow of communication between all 
groups at all levels of the plant is of vital importance to 
effective co-operation as well as to the successful operation 
of the undertaking itself. Further, the importance of main¬ 
taining an effective flow of communication grows with the size 
of the firm. This is confirmed in practice, as in the larger 
plants the problem of keeping the employees informed about 
company policy and objectives is a difficult one, only matched 
by the equally difficult task of arranging the flow of employee 
communication to management. 

The benefits of effective labour-management co-operation 
may be summarised as follows: 

To Management 

To management, perhaps the most evident advantage may, at 
first, appear in the higher rate of production which usually 
follows the setting up of effective co-operation. Other 
immediate benefits are likely to be an improved quality of the 

1 C.G-. Pencil, Op. cit. , p. 120. 
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product (including a reduction of spoilage and wastage) as 
a result of greater personal effort and attention on the 
part of the employees. 

Of equal importance, though harder to measure in 
monetary terms at least, is a reduction of tensions, of 
latent hostilities, a decrease in the number of problems 
involving ’’human relations”, which will show up in fewer 
grievances and better labour-management relations generally 
as well as in lower rates of turnover, absenteeism and 
tardiness. 

Another most important modification in the workersr 
attitudes is their greater readiness to accept change. 
This very important element, as described by Bond-Williams1, 
can in fact become active willingness on the part of workers 
to accept and speed the making of understood changes. 

Because of the greater sense of individual responsibility, 
more independent work can be done, thus reducing demands on 
supervisors. 

Finally, and this represents, indeed-, an advanced stage 
of consultation, there is an improvement in the quality of 
managerial decision, or, at least, more satisfactory 
decisions, which take account of all factors, including the 
reactions of the workers to such decisions. As brought- out 
earlier, it is seldom, if ever, possible for managers to 
have a knowledge of all alternatives and all consequences 
related to the decisions they must make. Hence, true 
participation, which tends to break down barriers between the 
levels of authority, makes information available to managers 
which they would not otherwise get. To the extent that such 
information alters their decisions, the quality of these 
decisions tends to improve. 

1 
Case 3, p,59. 
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To the Worker 

From the point of view of the worker perhaps the most 
important result of effective consultation, again because the 
principal function will be the improving of communication, is 
the sharing of information with him. From this, the worker 
gains a greater sense of personal value, of his importance to 
the work of the plant, of rolatedness to its activities. 

This sense can be heightened by a share in the financial 
benefits resulting from his increased productivity. However, 
as shown in the discussions of the working of the various bonus 
schemes, the most important aspect of such additional payments, 
from the point of view of the worker himself, is that they 
provide him with a measure of his contribution to the firm?s 
operating successes. 

Hence it is important to relate these bonuses closely, 
in time and value, to the operating results. 

Another very important element resulting from consultation 
is an increased sense of security. Because he knows where 
he is going, because he understands the meaning of the changes 
which have been explained and discussed with his representatives, 
the individual worker will gain a sense of emotional security. 
Further, because co-operation will include efforts by both 
management and worker representatives to reduce employment 
fluctuations, the individual worker also gains a greater sense 
of economic security. 

Finally, and this is the concluding observation in 
"Case 8", the worker gains a share in the "adventure" of 
the business itself. 

In the stable types of relationships, which have been 
described in Chapter II, where co-operation in most cases is 
based on active participation by the union, the union leaders 
gain a sense of security in their dealings with management and 
can thus present the workersT views in a fairer spirit; and, 
in turn, they are able to give a better quality of leadership 
to their members and to report more freely and fairly to them 
on the problems and views of management. 

Mutual Benefit 

Of indirect benefit, but equally significant, because it 
provides additional opportunity for periodic and systematic 
communication between management and workers, joint consultation, 
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both formal and informal, frequently has a profound effect on 
the. general tone of their relationships and makes it easier for 
the parties to understand each other*s thinking in discussing 
collective bargaining matters. Hence, there is greater 
stability in general labour-management relations. Thus, 
co-operation redounds to the benefit of the wider area of labour 
management relationships.1 

Summary 

As a means of bringing together the many separate threads 
which together form the pattern of successful labour-management 
co-operation, it may be useful to draw once again on the lessons 
learned through the series of case reports on The Causes of Indus~- 
trial Peace under Collective Bargaining02In summarising the. 
experiment at the Lapointe Machine Tool Company, the study" 
makes the following key points: 

This effect on the wider area of labour-management relations 
has been repeatedly brought out in several of the cases in 
Chapter II: (See for instance, Case 1, p.4J, Case 4, P» &7 , 
Case 7, p.lCIJ, Case 8, p.109)* The complex nature of these 
effects is well described in the Final Report of the N.P.A. Study 
(Case 14, op. cit. p. 87) n.... in most of the cases studied 
(we found) a great deal of management and union co-operation in 
communication. Attempts were made in negotiations to thrash 
out a problem, to agree upon a solution, and then to sell the 
same ideas within both communication systems. Indeed, the 
companies involved were convinced that the union, to the extent 
that it could communicate information about company plans and 
problems to employees, might be of great assistance in the 

■ exercise of managerial functions. Likewise, the union had 
much to gain from open company encouragement of workers joining 
and participating in the union. Thus, the various techniques 
and procedures used by the parties to get the same story across 
to the workers were probably important causes of peaceful 
relationships.ff 

^ Oo. cit. 

o 
J Case Study No. 10, op. cit. p. 64* 
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"Through the co-operative approach to production 
problems, the people at Lapointe have gained benefits. 
Workers have earned for themselves job security as 
well as substantial bonuses, and management expresses 
satisfaction with financial results. 

Participation is widespread and the number of 
people making recorded suggestions continues to grow. 

Financial rewards are not the only result of 
this so-called Scanlon Plan. It has helped make 
Lapointe *a good place to work1 a place where employees 
have security, dignity and recognition as individuals. 

Management has successfully made the difficult 
adjustment to a situation where the ideas and criticisms 
of those working under its direction are welcomed. 
Some initial resentment has largely disappeared and 
the advantages of the co-operative approach to operating 
management are constantly stressed in conversation, even 
with foremen. 

The union has increased its strength since the 
Scanlon Plan was started and has remained vigilant 
of .each member’s contract rights and ever conscious 
of its basic functions. 

The acceptance of each other’s .basic functions 
by the management and the union, in fact, is essential 
to the vitality and stability of their union-management 
co-operation." 

However, the very title of this enquiry indicates its 
concern with the broader field of labour-management relations - 
in fact, with the very process of collective bargaining itself. 
Yet, it is of direct relevance to the subject of this report to 
note how closely the nine basic causes of industrial peace, each 
of which was found to operate in every one of the case studies, 
parallel the broad conditions characteristic of the relation¬ 
ships noted in the eight cases in the present report: 

"1. There is full acceptance by management of 
the collective bargaining process and of unionism as 
an institution. The Company considers a strong union 
an asset to management. 
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2. The union fully accepts private ownership and 
operation of the industry; it recognises that the 
Welfare of its members depends upon the successful 
operation of the business. 

3. The union is strong, responsible and democratic. 

4* The Company stays out of the unionTs internal 
affairs; it does not seek to alienate the workersr 
allegiance to the union. 

5. Mutual trust and confidence exists between 
the parties. There has been no serious.ideological 
incompatability. 

6. Neither party to bargaining has adopted a 
legalistic approach to the solution of problems in the 
relationship. 

7. Negotiations are 1 problem-centered1 - more 
time is spent on day-to-day problems than on defining 
abstract principles. 

8. There is widespread union-management consulta¬ 
tion and highly-developed information-sharing. 

9. Grievances are settled promptly in the local 
plant whenever possible. There is flexibility and 
informality within the procedure."! 

Of this list, the Report remarks that it has "one 
distinguishing characteristic. Each of these causes refers to 
attitudes and approaches which the parties themselves have 
consciously adopted or helped to achieve ... some may be termed 
psychological causes of industrial peace and others involve 
techniques and procedures ... Furthermore, each of them was 
found to be important in explaining the degree of industrial 
peace found in each particular case ..." 

^ N.P.A., The Causes of Industrial Pace under Collective 
Bargaining, Case Study No. 14. A Final Report, op. cit., p. 93* 

2 
Ibid. 
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Nevertheless, however close the parallel may be, there is 
an essential difference between co-operation and negotiation 
which was brought out in the earlier discussions in this Chapter, 
and which is repeatedly emphasised at various points in the cases 
reported in Chapter II. For, while it is perfectly possible for 
union and management to co-operate on some things and to bargain 
on others, it is not possible for them to bargain and to co¬ 
operate at the same time with respect to the same problem. This 
point is fundamental and must be realised by both parties before 
genuine co-operation becomes possible. 

In fact, one cause for the breakdown of joint consultation 
machinery is through its misuse, through overloading it, by 
treating it as if it were the "key to the golden door of universal 
industrial peace", which it is not. It is a most useful tool 
but if it is to be of effective use, its natural limitations must 
be recognised and accepted by employers and workers alike# 

A review of the cases in Chapter II brings out another point. 
It is that labour-management co-operation, as understood in this 
report, can and does in fact, develop to full effect under a wide 
range of external social, political and economic conditions. While 
these external factors may sometimes inf3.uence the form co-op¬ 
eration arrangements take in an individual plant, their effect 
on the reality of co-operation i*e. the actual "psychological 
climate" in the undertaking, will be considerably less, and this 
is what matters. 

It has been seen that co-operation ranges from informal 
methods of accepted daily consultation by individuals at all 
levels in the plant, to highly developed arrangements for formal 
co-operation. In this connection, the need to encourage the 
continuance of informal consultation as a means of contact 
working parallel to formal arrangements has been emphasised. 

Another feature which is clearly brought out in the cases 
reported, is that co-operation is, by definition, a voluntary 
action. It cannot be enforced' either by legislation or by a 
contract, although it can be encouraged by suitable means taken 
either by government or by employers’ and workers’ organisations# 
For instance, agreements- on standards, on methods of approach, on 
subject matter, etc., constitute valuable elements of guidance# 
However, the details of each experiment must be worked out by the 
plant concerned in the light of such guidance if that is wanted. 

One clear conclusion can be drawn from the comments in most 
of these studies - it is that a co-operative arrangement can 
work and will work in almost any plant where it is wanted. For 
instance, the concluding observation of 1’Economic-1- regarding 
the experience at Telemecanique is - "it* has“~tHul3H5een 

1 
Op. clt., p. 8. 
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demonstrated that it is possible in France to create a 
satisfactory social climate within the undertaking. Although 
there is no question of automatically transposing to all French 
undertakings the methods which ‘have made such a result possible, 
it is nevertheless true that, subject to suitable adaptation, 
some of these could usefully be applied. This presupposes 
that the managers of thesa undertakings will not hesitate to 
seek new solutions in regard to technical, economic and social 
matters, because the first condition of success is to treat 
none of these problems separately, since they are all intimately 
associated - a fact which the management at Telemecanique has 
so well understood. n 

"Many 
Plan, notes 
never een 
fruitful ob 
encountered 
wherever - 
accidental, 

objections will be raised to the Scanlon 
Russell Davenportl, by those who have 

it in operation. But perhaps the least 
jection of all is the one most commonly 
: TThis plan may work at Lapointe - or 
but that is because of special, perhaps 
circumstances. My plant is different1 

Of course, everybodyTs plant is different I Every 
union is different also. For this very reason, 
Mr. Scanlon refuses to crystallise his work into a 
formula. He relies on certain principles fundamental 
to human nature; and he adapts these in almost 
infinite ways to the particular problems of each, 
particular company. He has now met with success, in 
varying degrees, in more than 50 enterprises in several 
different industries, of many different sizes, under 
many different circumstances; where the original 
labour relations were good and where they were bad; 
where profits were good and where they were non-existent; 
where labour productivity was easy to measure and where 
it was virtually impossible; among skilled workers 
and unskilled workers; there are, of course, shops 
'where this plan would not work, but the burden of the 
evidence is accumulating that those in which it will 
not work are the exceptions." 

The importance of personal qualities in the leaders on 
both management and union sides in the achievement of success 
in co-operation is pointedly summed up by Russell Davenport 
in his conclusion to this same report; 

1 
Enterprise for Everyman, Op.cit., p.159 
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"If such men can be found - an intelligent 
union leader and a forthright management leader - 
the Scanlon principles can be applied virtually 
anywhere. And the way is then opened up to a new 
and creative area of industrial relations - the 
area of mutual interests. In the process of 
entering upon this area, and consolidating it, 
everyone in the shop, high or low, joins the 
enterprise system."! 

From all this it must be clear that the important thing 
is not so much the formal relationships and how they are 
established - although these inevitably have their influence 
on the practical outcome - but on how nearly the parties can 
agree on the objectives to be achieved, on the areas of mutual 
interest which they share, and on how effectively they can 
create the all-essential conditions which have been described 
earlier in this chapter. This is the field in which the 
Committee can provide a most valuable guidance to employers 
and workers alike in the metal trades, through their 
organisations, as well as to the individual undertaking, by 
its consideration of the evidence and its agreement on the 
essential elements of success in labour management co-operation. 

VTiile this survey has been unavoidably too brief- in its 
coverage of experiences in this vast, complex and rapidly 
expanding field - in regard to which the most varied and 
interesting contributions are becoming available in ever 
increasing numbers - it is hoped that it will provide the 
Committee with an adequate basis for discussion. An 
exhaustive and searching enquiry based on a far wider and more 
completely documented sampling of specific experiences would 
be a most valuable contribution. But such a study, even had 
it been a possibility, would not be appropriate as a basis for 
a first discussion by the Committee of this vital topic - vital 
to the welfare of all those engaged in the metal trades and to 
the future development of social conditions in this industry. 

From the limited evidence examined, it seems clear, 
however, that labour management co-operation in metal working 
plants is a practical reality. The existence of even a few 
remarkably mature relationships gives the lie to those who 
think that union-management co-operation is but an idealistfs 
dream. Today there are many union-management combinations 

1 
Ibid. 
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which, after a normal healthy growth, are enjoying a collective 
bargaining relationship which would have been thought fantastic 
a few years ago. If others will have the patience to accept 
the inevitable slowness and unevenness of psychological growth, 
if each side has enough self-confidence to permit a belief in 
the ability and honesty of the other, and if they have a real 
understanding not only of the factual but also of the emotional 
problems involved, they will, over the next few years, make 
the transition to a relationship whose potentialities have been 
only dimly perceived - genuine union-management co-operation. 

The wider application of such relations holds a promise - 
as the practical means for giving effect to the fundamental 
principles of human relations which are embodied in the 
resolution adopted by the Committee at its fourth session - of 
leading towards employer-worker relations in these plants 
characterised by mutual respect and confidence among equals, 
active and intelligent co-operation in a wide range of problems 
which should have an important influence in making for a 
healthier industry; one in which people generally, employers 
and workers, men and women, can find a happier, more rewarding 
outlet for their energies. 
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CHAPTER IV 

SUGGESTED POINTS FOR DISCUSSION 

An attempt has been made in the preceding chapters to 
bring out some of the major aspects of an important and rapidly 
changing question. The cases of successful co-operation in 
metal-working plants in several countries, which were examined 
in Chapter II, have served to document a certain number of 
ideas which have been developed in Chapter III. It has been 
made clear, for instance, that continuing co-operation based 
on mutual respect and confidence can develop and.be maintained 
among all those at work in a plant, from top management down 
through all levels of supervision and skill to the unskilled 
labourer. The benefits which flow from this co-operation 
have been brought out, as have also the several requirements 
which must be met in order to ensure its success. 

It is for the Committee to decide how much of this material 
it may wish to consider in its discussion. To assist the 
Committee a number of the points which might be examined are 
set out below. 

The Committee will presumably want to deal first of all 
with such general aspects as - 

(a) what is to be understood by TtLabour-Management 
C o-operation”? 

(b) how does it contribute towards making the under¬ 
taking ,fa better place to work in”? 

(c) the measure of importance to be attached to the 
following points: 

(i) that labour-management co-operation is a 
voluntary action on the part of both 
management and workers; 

(ii) that it can and does develop under widely 
varying political, social and economic 
conditions; 

(iii) that it is the purpose or intent of the 
parties that matters in the first place, and 
only secondarily the particular forms which 
they agree to apply; 
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(iv) that it is more of a growth process, a 
slow and difficult matter of learning new 
ways of working together, for management, 
trade union leaders, supervisors and 
workers, than an abrupt change in previous 
relations; 

(v) that it is greatly affected by the personal 
qualities of the management and worker 
representatives most directly concerned, 
and makes heavy demands on their courage, 
sense of fairness, open-mindedness and far¬ 
sightedness . 

The Committee may next wish to consider - 

1. V/hat are the essential conditions for successful 
labour-management co-operation in metal working plants? 

Examples of such conditions which have been noted in 
the report include the following: 

(a) both sides must want to co-ooerate; 

(b) good faith must be constantly demonstrated; 

(c) co-operation must not be used to undermine the 
union; 

(d) neither must it be used for settling matters 
reserved for collective bargaining; 

(e) it cannot serve as a substitute for fair wages 
or decent working conditions. 

The report also calls attention to other matters, the 
importance of which is documented in the c~ses reported: 

(f) the need for a genuine willingness on the part of 
management to share with workers the necessary 
information to provide for their intelligent 
participation in reaching decisions and to arrange 
for the monetary gains resulting from increased 
productivity to be fairly shared; 
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(g) the provision by management of the necessary 
opportunities for the employees to educate them¬ 
selves in regard to the relevant operating 
prjblems of the undertaking; 

(h) the importance of giving supervisory personnel 
an understanding of the requirements of co-operation 
and training them in the necessary approach as 
well as ensuring their effective participation in 
the process; 

(i) the need for agreement between management and 
employees on common objectives for the undertaking; 

(j) attention to .certain organisation essentials for 
co-operation such as embodying agreed practices in 
published rules, defining the rights and functions 
of management and employee representatives, 
conducting meetings on a regular programme with 
agreed agendas, recording the results of meetings 
for the information of all concerned, etc* 

2. What activities and fields are suitable for labour- 
management co-operation? 

In this regard an examination of the cases brings out, 
inter alia - 

(a) the essentially advisory nature of joint consultation 
whatever its form - leaving the final decision on 
policy matters to be taken by management which, in 
the end, is responsible for its execution; 

(b) labour-management co-operation - either through 
informal arrangements or through formal joint 
consultation machinery - can make useful 
contributions within the following broad fields: 

(i) production problems; 

(ii) accident prevention; 

(iii) suggestion schemes; 

(iv) education and training; 

(v) working conditions; 
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(vi) rules and regulations concerning employment; 

(vii) disciplinary problems; 

(viii) employee services. 

(c) within areas which are deemed suitable - and the 
most common are those of plant welfare facilities 
and supplementary social security measures 
developed within the undertaking - joint bodies 
can also be given administrative responsibility 
and usefully discharge executive functions. 

3« What results does joint consultation achieve in 
practice? 

The report calls attention, inter alia, to such benefits 
as the following: 

(a) from the point of view of management - 

(i) improved utilisation of production facilities 
as well as increased productivity; 

(ii) reduced tensions throughout the undertaking 
with, as a consequence, decreased turnover 
of personnel, lowered absenteeism, better 
time-keeping, reduction in the number of 
grievances and easing of human relations 
problems; 

(iii) greater willingness on the part of workers 
to accept necessary changes because of an 
understanding of the reasons therefor; 

(iv) considerable reduction in the demands on 
supervision because of a more general sense 
of individual responsibility; 

(v) improved quality of management decisions. 

(b) from the workers’ point of view - 

(i) a sense of ’’belonging*’, of knowing ’’where you 
are going”, an increased sense of personal 
worth and of importance to the undertaking; 
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(ii) a sense of effective participation in the operation 
of the plant; 

(ill) education in an understanding of the problems of 
the undertalcing; 

(iv) a greater sense of emotional security as well as 
of security in employment, through being kept 
informed of developments in the activities of the 
undertaking and through consultation in regard 
to such matters as continued employment prospects; 

(v) a sense of taking part in the adventure of success¬ 
fully running an undertaking; 

(c) mutual benefits - through Improved communications, greater 
facility in coming to terms on matters of negotiation, i.e. 
easier collective bargaining; 

(d) finally, from the point of view of the community at large - 
the prospect for every man and woman employed in the metal 
trades of an opportunity to work under totally different 
conditions - in undertakings where industrial relations 
have really "come of age"* 
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APPENDIX 

INTERNATIONAL LABOUR CONFERENCE 

THIRTY-FIFTH SESSION, GENEVA, 1952 

Extracts from the Report of the Committee on 
Industrial Relations1 

1 ' ■ 1 ' 1 r r i # 

Co-operation between Employers and Workers at the 
level of the Undertaking 

>!< * »;< 

General attitudes Adopted 

9. The various members of the Committee declared them¬ 
selves in favour of the principle of co-operation 
between employers and workers at the level of the 
undertaking, but wished to accord varying degrees of 
scope to this general principle* 

10* The Employers1 members indicated that co-operation 
was, in their view, desirable in so far as it was 
based on a mutual desire for understanding and where 
its institution was the result of voluntary agreement* 

11. The Workers’ members urged the need to develop 
real co-operation between employers and workers in all 
countries and, to this end, to take account of the 
national practice and the different systems adopted 
in various countries. 

12. The United States Government member was in 
favour of extremely flexible provisions which would 
not prejudge the methods of implementation which the 
different countries might adopt, but which would 
indicate a preference for a system of voUunburey 
agreements, even though in certain cases it might be 
found desirable to combine a legislative system with 
a system of voluntary agreements. 

International Labour Conference, 35th Session, 1952, 
Record of Proceedings, Appendix IX, p. 541 (I.L.O., Geneva, 
1953). 



13. The Government members of the Netherlands, France 
and Belgium declared themselves in favour of a text 
which would take equally into account systems of 
voluntary agreements and legislative systems according 
to the national practice in force, and which would 
make express provision, at least as regards the latter 
systems, for the institution of bodies for consultation 
and co-operation between employers and workers, 

14. Finally, the representatives of underdeveloped 
countries explained the difficulties which were 
peculiar to them and urged that the text adopted might 
be one applicable to their particular conditions. 

* * * 

Following an extended discussion, in which a number of 
amendments were considered to the original text submitted 
to the Committee, which had been drawn up by a working party 
of the Committee during the 34th Session-*-, the Committee 
adopted a Proposed Recommendation concerning Consultation and 
Co-operation between Employers and Workers at the level of 
the Undertaking, the vote on paragraph 1 being 151 votes to 
149, and on paragraph 2, 301 votes to nil. 

The Conference, at its 23rd sitting, on 26 June, 
adopted the Proposed Recommendation, the final text of which 
is given below, by 174 votes to two with 13 abstentions. 

t 

The Committee also adopted a Proposed Resolution 
Concern!ng Consultation and Co-operation between Employers 
and' Workers at the Level of the Undertaking by 258 votes to 
nil with three abstentions. 

The Conference, at its 23rd sitting, on 26 June, 
adopted this Proposed Resolution, the final text of which 
is given below, by 137 votes to two with 16 abstentions. 

* * * 

International Labour Conference, 34th Session, 1951, 
Record of Proceedings, Appendix IX, "Co-operation between 
Public Authorities and EmployersT and WorkersT Organisations” 
p, 611 (I.L.O., Geneva, 1952). 
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Recommendation (No, 94) concerning Consultation and 
Co-operation between Employers and Workers at the 
Level of the Undertaking 

The General Conference of the International Labour 
Organisation, 

Having been convened at Geneva by the Governing Body of 
the International Labour Office, and having met in 
its Thirty-fifth Session on 4 June 1952, and 

Having decided upon the adoption of certain proposals 
with regard to consultation and co-operation between 
employers and workers at the level of the undertaking 
which is included in the sixth item on the agenda 
of the session, and 

Having determined that these proposals shall take the 
form of a Recommendation designed to be implemented 
by the parties concerned or by the public authorities 
as may be appropriate under national conditions, 

adopts this twenty-sixth day of June of the year one 
thousand nine hundred and fifty-two the following 
Recommendation, which may be cited as the Co-operation 
at the Level of the Undertaking Recommendation, 1952: 

1. Appropriate steps should be taken to promote 
consultation and co-operation between employers and 
workers at the level of the undertaking on matters of 
mutual concern not within the scope of collective 
bargaining machinery, or not normally dealt with by 
other machinery concerned with the determination of 
terms and conditions of employment. 

2. In accordance with national custom or 
practice, such consultation and co-operation should be - 

(a) facilitated by the encouragement of voluntary 
agreements between the parties, or 

(b) promoted by laws or regulations which would 
establish bodies for consultation and co-operation 
and determine their scope, functions, structure 
and methods of operation as may be appropriate to 
the conditions in the various undertakings, or 

(c) facilitated or promoted by a combination of these 
methods. 
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Resolution concerning Consultation and Co-operation between 
Employers and Workers at the Level of the Undertaking 

The Conference, 

Considering that the International Labour Conference, 
at its 35th Session, adopted a Recommendation enunciating 
the principle of consultation and co-operation between 
employers and workers at the level of the undertaking; 

Considering that the Declaration of Philadelphia 
recognises the solemn obligation of the International 
Labour Organisation to further among the nations of the 
world programmes which will achieve the co-operation of 
management and labour in the continuous improvement of 
productive efficiency and the collaboration of workers 
and employers in the preparation and application of social 
and economic measures; 

Considering that employers and workers recognise 
that consultation and co-operation on a basis of mutual 
confidence render an essential contribution to the efficiency 
and productivity of an undertaking, and also contribute to 
the social and economic well-being of the workers, and con¬ 
sidering that Governments also recognise that it is in the 
notional interest to encourage consultation and co-operation 
between employers and workers at the level of the under¬ 
taking; 

Realising that the wide diversity of national practices 
and the different stages of development attained by the 
various countries make it difficult to frame precise or 
universal standards which should govern the principles and 
practice of consultation and co-operation between employers 
and workers at the level of the undertaking; 

i 

Desiring, however, to further the efforts being made 
in different countries by the parties concerned towards 
consultation and co-operation between employers and workers 
at the level of the undertaking, 

Decides to embody in the present resolution the 
provisions set out in paragraphs 1 to 7 below by which the 
parties concerned, acting on a voluntary basis, or the 
public authority making laws or regulations, may be guided 
when making arrangements for consultation and co-operation 
between employers and workers at the level of the undertaking: 
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1. The representatives of the workers on bodies for 
consultation and co-operation should be freely appointed or 
recalled by the workers themselves in the undertaking. 

2« The different categories of workers employed in 
the undertaking should be represented on an appropriate basis 
on the bodies for consultation and co-cperation. 

3* (1) Bodies for consultation and co-operation 
should have the essential function of increasing understanding 
of each other1s point of view between all parties .in the 
undertaking on a basis of real equality of discussion, and 
of assisting management by giving advice, information and 
suggestions on matters relating to production and the 
comfort and wellbeing of the workers. 

(2) In accordance with national custom or 
practice such consultation and co-operation should be - 

(a) facilitated by the encouragement of voluntary 
agreements between the parties, or 

(b) promoted by laws or regulations which would 
establish bodies for consultation and co-operation 
and determine their scope, functions, structure 
and methods of operation as may be appropriate to 
the conditions in the various undertakings, or 

(c) facilitated or promoted by a combination of these 
methods. 

The managements of undertakings should take 
appropriate measures to facilitate the proper functioning 
of bodies for consultation and co-operation such as - 

(a) placing at the disposal of the body for con¬ 
sultation and co-operation the premises, material, 
and, in appropriate cases, the staff essential 
to its meetings or indispensable for its 
secretariat; 

(b) informing the body for consultation and co¬ 
operation, at regular intervals, and not less 
than once a year, regarding the activity of the 
undertaking and the plans for the coming twelve 
months, and to give general information regarding 
the economic and technical situation of the under¬ 
taking; 
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(c) allowing the representatives of the workers the 
necessary time to perform their functions without 
loss of pay. 

5. Appropriate measures should be taken to ensure 
that members of bodies for consultation and co-operation 
should not disclose confidential information which may be 
brought to their knowledge during the performance of their 
functions. 

6. Appropriate measures should be taken to ensure 
the .adequate protection of the representatives of the 
workers against discrimination because of the exercise 
of their functions. 

7. All parties concerned with the activities of 
bodies for consultation and co-operation should take 
special measures to keep the whole of the personnel informed 
cf such activities subject to the non-disclosure of con¬ 
fidential information referred to in paragraph 5 above. 

The Conference requests the Governing Body to invite 
the Director-General to follow the developments in the 
different countries in this matter very closely and to report 
thereon to the Governing Body. 



. 

' 

■ 

. 

I 

* 



UNIVERSITY OF ILLINOIS-URBAN A 

HI II III III III 111 ■ 

3 0112 077334644 

Cf< K 
(^JD 'rJn*~. fvA. 


