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CONFIDENT IAL:

The conclusions arrived in discusesions on the industrial
relations between employer and omployéa. or between capital
and lasbor, as it is often expressed, or between the corpora-
tion and the worker, essentially depend on the viewpoint fron
which the subject is approached.

There are three viewpointe:

1.) CAPITALISHM:

The industry is the private property of the capitalist
owner, and the employee and the public have no rights in the
industry, but alse no duties towards it. The only relation
betweon employer and employee is tha labor contrac that is,
the agreement on wages and working hours, entered into by
individual or collective bargaining. Iabor thus is & commodi ty
following the law of supply and demand. If the labor supply
excecds the demand, the price of labor may fall below s living
wage, and masses of unemployed may starve, without anybody
being responsibvle. Inversely, if the demand for labor oxcecds
the supply, !mc"m rise to values destructive to the industry
and harmful to the public.

’!!hh viewpeint ie increasingly being abandoned by the leaders
of induetry and finance, se unsafe, especially since the experi-
ence during the late war. But it is etil) largely held by laboy
as representod by the orthodox labor unions and their conserva-
tive leaders, who decline any industrial responsidility beyond
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that of colleetive bargaining.

2.) SOCIALISH:
All wealth is created by labor and therefore belongs to

labeyr, and labor thus is entitled %o the full value of ita pro=-
duet., Capitel does not ereate any val nes and therefore has no
rights on the product of labor. Capital hovever, by sequiring
control of the means of production, has thereby acquired the
power %o say whether labor shall be ponﬁattod to work or not,
ond uses thie pdwar to arrogate to itself a part of the prednct
of labor, that is, to exploit labor.

As only a small percentage of Americans accept this view-
point today, we may, regardless whether it is justified or not,
leave it our of consideration here.

3.) COOPERATION:

Capital as well as labor are both necessary for industriasl
production, and both therefore have rights and duties in the
industry.

As this viewpoint is gaining ground, the following dis-
~oussion is based exclusively on it and the following conelusions
therefore stand or fall with the acceptance or rejection of this
viewpoint.

Labor as well as capital benefit from industirial prosperity
and suffer by industrial depressions, and in this respect, with
regarde to the prosperity of the industry, the interests of
capital and lsbor are identical, snd both should cooperate %o
bring about industrial prosperity and avoid industrial depressiocn.
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It would be very unwise however, to conclude herefrom
that the interests of labor and capital ave identical in
every respect, and such a statement made to labor may cause
serious harm, as it is obvious, that in some respects the
interests of capital and lsbor are amtagoni stie; every dollar
more spent for wages, means so much less for dividends ad
inversely (though indirectly, increase of the amount paid ae
wages may incresse the amount available as dividende, and ine-
versely, by increasing the efficiency of the industry at a still
greater rate, and thereby ite profits).

- The relation of capital and lsbor in the industry thus is
analagous to that of mamufacturey afnd customer, or of buyer and
seller, that is, there are common interests and oppoud ng interests.
Whereas however the relations between manufseturer and customer,
or between buyer and seller, are almost always friendly, and the
'oppuhg intereets compromised by the common interests, the
relations between capital and labor are very frequently hoetile.
There appears no inherent reason why this should be the case, ut
it ie rather due to the historical develdpment of the gitnation,
and & gradual change to friendly, that is, ccoperative relations,
ghould therefore be possibdble.

As the industry cannct prosper under internal strife and
hostility between ite two essential components, cepital and
labor, and as both benefit from the prosperity of the industry,
it follows that the cooperation between labor and cspital in
the indnetry ies in the interest of both.
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LIVING WAGE AND FAIR RETURN ON CARITAL.
_CONTINVOUS EMPIOYMENT AND CONTINUOUS DIVIDENDS.

Cooperation presuppeses that both, capital and labor, can
be roasonably satisfied with their positions in the induetry anmd
their treatment by the industry.

Herefrom it followe that labor has a right to a living
wage affording the minimum American standard of 1iving. What
thie standard is, obviouely ie & matter of disenssion, and un=-
doubtedly the minimum wage affording such a standard may differ
widely in different parts of the country, ete.

Inversely however, it follows that capital has a right to
& minimum return, that is, a return sufficient to attract ocapital
to the industry. What that is, again depends on conditions, for
instance, on the safety of the investment.

It muet be reclized that in cooperstion there can be neo
right on the one side, without a corresponding right on the
other eide, and a minimum return to labor presupposes as corpllary
2 minimum return to capltle

If an indvatyy cannot combine fair wages with fair return
on the capital, that industyry requires reorganization, by the
elimination of waste, improved methods of production, ete. If,
with the industry operating at maximum efficiency, it ie not
posaible to satiefy capitsal and labor, an increase of the price
of the product of the industry 1s jusiified ank this is possible
if the ininetry is non-competitive. If it is competing 4n ite
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product with the produets of other industries, 1t means that
this industry caters in an inferior menner to a demand which
can more economical’y be supplied by another industry, and
this industry thonforo has no right of existence, but sheuld
be diseontinued or changed to other channels of production., For
ingtance, the manufacture of gas for illumination is competitive
with the electric lighting industry, and the price of gas as
11luminant therefore is limited by that of eleetric light. If
 then, under this limitstion, the vas 1ighting industry could not
eombine fair wages and fair return off the capital, it would have
to discontinue, or develop new non~gompetitive fields for its
produet, in this case the use of gas for heating.

Such terme however, as "living wage to afford a minimum
American standard of living”, and "minimum dividends making the
industry attractive to capital” express an Aindugtrial policy
rather than a definite numerical value which could be estsblished
by legislation, and thersfors it might be difficult if not impossi-
ble %o agree upon definite values, especially as these depend on
the individual conditions. This however does not affect the
prineiple, as in most cases 1% is not difficult to see whether
an industry pays a living wage or not, or whether it pives a
~ fair return on the investment or not.

From the prineiple of cooperation it further follows that
labor has & right to contimuous employment; but equaliy as much,
capital has a right to contimmous dividends. This is beyond the
seope of an indlvidual induetyy, and ie & problem which can be
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solved only by our entire industrial sp tem, by eliminating

the alternste periods of industrial inflation and industrial
depression. This conld be done by the cooperation of all the
industries of the country, and such is impossible as long as a
misguided public insists in making md meintaining laws against
cooperation of industries, and attermpting to enforce by legls-
lation, industrial competition.

To some sxtent, an individual industry can mitigate the
evils of our law enforced faulty induetrial system, by accumu-
lating a surplue in times of prosperity, and using thie surplus
in times of depression, by maintaining employment by manufacture
for stock, and paying dividends outof the surplus, as has been
done frequently:. 3But this can be done o0 a limited extent only.

EVOLUTIOR.

When speaking of industrial reorganization or other changes
towards copperation, it muet be reslized that our industrial
syotem 1s so complex, and so interdepenient in its parts, that
any sudden or radical change of any part of it is lisble to have
& far reaching effect resulting in widespread disorganization
and harm, or even industrial disaster. Any changes in our
industrial syetem therafors must be very graddal only, hy evolution,
and not by revelution. Thie aleo applies to all schemes o bring
about cooperati on.
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Furthermore, mest people, especially when engaged in con-
structive work, are afraid of changes and inclined to hold on
to exioting conditions, even if these have become unsatisfactory,
rather than trying new things, of which they do not know how
they will werk. This applies to capital as well as labor, and
is commonly the attitnde of labor when amsked to cooperate in
eamployees ‘upncontation, schemes, expressed by the ztatepemt,
that the employees do not care for any new form of representation
devised by the employer, dut consider that they have been and
are satisfactorily represented by their labor unions.

Thie is one of the serious difficulties which has to be
overcome in bringing about cooperation within an industry.

COOPERATION, PATERNALIEM, SUB-ORDINATION.

Cooperation peans the working together of two parties. A
plan conceived md worked out and then established by one of
the parties, the employer, is not cooperation, but ie m ternalism,
at least in its introduction. This however is very liable %o be
the procedure, as the employer realizes the neod of cooperation,
gtudies vorious plans for yoars and selects the Lozt one, while
the employee dces not yet see the need of cooperation, therefore
is not interested in i1t, but rather suspicious of it as an attempt
to win him away from the laber unions, and therefore disinclined
to cooperate sincerely in working out a P‘tully satisfactory plan.
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And indesd, t00 often plans Jave been worked out and 1ntrodﬁo¢¢.
by employers, and widely advertized as plans for cooperation,
which in reality are plans for sub-ordinasion, and resented as
such. fspecially thie is liable to occur after a nr:l'onu strike
won by the employer. Representative employees, appointed by the
employer to the committes werking out the plan of cooperstion,
usnally are resented by labor as "handpicked", and are not recognised
as represeniing labor, and often justly so, as the employer is
rarely in a position %o know who have the o nfidence of their
fellow employees and whe not, and is likely to appoint those he
believes moet representative, and these arc rarely so,due %o the
difference of the viewpoint of employer md employee.

fometimes 1t may make a plan more acceptable by having the
employecs vote on it. To aveid rejection, this requires the
management to explain and "gell” the plan to the employees, and
the manapement iennot always sufficiently ekillful and in touch
with the employess tc be successful in this, and it invites th&
counter agitation of the labor unions, and the employes is rather
more inclined to listen to the latter, as he knows them and knows
what they have done for him in collective bufguaug. and "fears
the gifts" of the employer. Thus in some cases, where there are
labor unions, but where the relations between employer and employee
are friendly and have been 2o for a coneiderable time, a ;lgu of
cooperation devised by the company may on the request of the com-
pw be given & fair trial by the employees, and if a really falr
plan, may then become = groat success, while the same plan, when



ale

brought to vote at its introduetion, would have to be rejected.
That i, the employees are willing to oblige the company by
trying any company's plan but are not willing to make the plan
their own and take the responsibility for it by voting for it.

If the labor unions could be induced %o appoint represanta-
tives to meet with the reprosentatives of the company to work
out a plan of cooperation, such a plm wonld be acceptable to
labor. But it is doudbiful whether labor unions can be induced
to appoint delegates to work out a2 plan whish they feel would
supersede them, and if they do so, whether in such a committee
an agreement oan be roached which is acceptable to the company.
The former diffioulties might eometimes be overcome by omitting
at first all reference to wages and working hours, and devise a
cooporative agreement on grievances, shop rules, hygiene, re-
ereation and other things which are specific to one factory and
would not conflict with the usual union amctivities. Iater on
such a shop committee, if working satisfactorily, might be
encouraged to extend ite activities inte wages and working hours
and =0 gradually eliminste the need of the unions in t» opinion
of the employees.



The corporation is a ereation of the law and contrelled
by it, and the legal mind thus dominates the corporation
activities, The lepgal mind however differs in some essential
fontures from the mental attitude of the general public znd thus
the average employee, which I may uii the human mind, so mmech so
that the twe w be unable to understand each other. r‘arxinatm,
the legel mind is deminated by precedence. That is, if a thing
has onoe been done in one way, this practically established the
methed of prodedure ever after. To the human mind however pre-
cedence means nothing, and a thing may have been done in one
particular way ten times, iﬂhmt having any effeet on the way
it is done the sleventh time. Tiis, and especially the negative
gide of it, may prove a hindreznce in bringing about cooperation.
Por instance, the imglonr may desire to intercst the employee
in the prosperity of the company, by having him share in the pro-
fits, but the legal mind ie afraid of the precedence establishing
a right of the employee in the profits, and therefore adopts
different terms, such as bonus, ote. But while the employee may
get just as mmeh, the entire benefieisl effect of sharing the

proegperity of the indunetry may be lost and even the reverse uuu,

& certain fecding of pesentment .gainst gifts or charity. To the
humsn mind, the idea of sharing in the profits of the industry
may be the attractive feature tending uvnﬂn loyality and co=-
operation, even if the actual O;lh bonefite are regligible.
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Another differonce between the legel mind and the human
mind is the tendency of the legsl mind to guard against the
possibility of mistaken action, by establishing checks and
counter-checke, unf%ﬁitha mechanism is so ponderous as to
gtop all action - as/t0 some extent the case with our jJudieial
system. To the human mind appeals prompt action, even if a
migtake may sometimes be made, and it realizes that infallibility
is imposeible. This is illustrated by some arrangements of dealing
with grievances by & grievance committee with appesls to some other
committee or body, and so on, up to final appeal to the management.
fuch mechanism is liable to be hopelesely top-heavy; assuming
twenty thomsand employees and each has only half a dozen grievances,
if they all come up to the manager, he has to attend to over a
hundred thousand grievances. They do not come up, because the com-
plainants drep them before, or do not appeal at all, considering
it as hopeless. But they are nct satiefied and the grievance sys-
tem thus faila. 7o the human mind a eimple system would appeal
far more by which the employee whe feels ngéricvol with his work-
ing conditions, can help himself, for instance by getting a trans-
for to some otherrdepartment ( with such restriction as not to
interfere with tho efficiency of the industry) The absence of the
feolirg of helplessness against the grievance would then probably
lead most men not to feel asgrieved at all.
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ARD
2HE_INDUSTRIAL OR ARISTOORATIC SYSTEM.

In organizing the relations of labor %o the industry, by
establishing employees' representation, almoet always a demo=
cratic ayetem is used, patterned after our political system,
sometimes so closely as to have a how e of representatives,
elected by all the employece with equal votes by the secoret
ballot; a senate cogposed of foremen, and a cabinet consisting
of the m-smnt.' In the contrel of the industrial »gmnuon
by eapital however, this political system is never used, but the
industrial system, which essentially differs from the political
m'«i. In the political or "democratic” system, positions are
filled by Slection, and for & short time, while in the industeial
aystem, positions are filled by promotion, that is, the incumbent
essential 1y eleets himeelf by his work, and are p rmanent, and
even where there are elections, as in the stockholders voting
for president, ete., the election is uwsually & formality and
the incumbent re-elected as a matier of course. Now the in-
dugtrial system, which we may call an "aristoeratic" system, is
highly efficient, while the demooratic political system ie
frightfully inefficient, is a survival of the colonial days of
near communism, that is, communities of men differing little from
each other socially, intellectually and industrially and living -
in the simplest form of socliety. Most people do not like to
eriticize our demoeratic system even to themselves, but what
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they really think of it can be seen thus: compare the private
corporation in control of a public utility for instance, and a
mniciﬁality. The private corporation has to pay six percent
for ite capital, and is expected to pay dividends in addition,
while the muniecipality ean borrow all the monmey at four to four
and & half per cent and is not expected to make profits. Thus
finaneially the private corporation is at a great disadvantage,
when considering that a considerable part of the cost of the
product is interest on the investment and dividends. Nevertheless
out of ten men familiar with bueiness and industry, at least nine
will without heeitation sy that the private corporation can pro-
duce more economically than the municipality.

Our country is so rich and etill has so great natural resources
that we cam 8till afford to play with democracy even if it is &
"rotation in office for the distribution of spoils”. But Burope,
broken by the war, illustratos the situation. All the governments
exieting at the end of the war have fallen and changed, cften
geveral times, except that of Russia, which right in the beginning
abandoned democracy and esetablished a dictatorship of the commmn-
istie party, and a few weeks ago Italy, the allied nation hardest
hit by the war, followed Russia, broke with demceracy and establishe
ed a dictatorehip, in thie case a dictatorship of the middle class.

Coming back to our induestrial conditione: when laboyr or-
ganized in the lsbor mnions, it also 18 not follow the polit-
losl democratic system, but devised a system similar to the
industrial aristoeratic asystem of corporation management.
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Many union members de nct vote, do not go to the union meetings
nor take an active part in the menagement of the unien, but allow
the union %o he munuged by those members who zitend the metings,
and of those again there is only a part, ofien a minority, which
as leaders control the union and govern it by the consent of the
governed, so that the attitude and the action of the average
‘union man towards the union is not much different from that of
the averapge stockholder towards the .cnrpouti on. We are rather
inclined to find fault with the undemecratic sction snd talk of
agitators misleading or tervorizing the men, and sometimes this
may bte true but in general the evidence is sagainet 1%, and in
our corperation we do not practice the democrsey which we preach
to the labor unions, and the labor unione are not demoeratic, for
the same remon that the corperations are not demoeratie, because
dempcracy is ineffielent. If we are falr we must concede that the
labor unions are and have been very efficient in the pursuit of
their purpese, and the fanlt which we find with them is not ine
efficieney in their purpose, collective bargaining for the great-
est poseible share of the profits of fhdustry, regardless of the
interest of the industry and the publie, but 1t is that the pur-
pose is anachronistic, is harmful to the progress of industry,
and the welfare of the public, by being directed not towards
cooperation, but towards industrial war.

Democracy then is so ineffieient, that it is abandoned
in the organization of capital as well as in the organization
of labor, and %111, in trying to bring ahout cooperation betweon
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capital and labor, we again introduce this inefficient and di s-
credited system of political democracy into the mechanism of
employees representation. This ddes not seem right, and does
not appear like a permanent solution of the problem. If real
cooperation could be established, why should labor not be led

by the same leaders and in the same mmmner as capital?

LEADERSHIP.

The most important problem of our p esent Qndustrial develop~-
ment is the establishment and maintenance of cooperative relations
between the employer and employee within the corporation, and this
activity therefore appears fully as important as the administrative,
or technical or financial, or manufacturing activities; probably
more important at present, for the latter activities are well or-
ganized while the industrial relations are in development. The

industrial relations within the corporation therefore require the

'eontinuous attention of men, fully as fig\aa those invohurgo of

/ 4
finance, manufacture, ete. No activity can give results superior

/
| %o the quality of men placed in charge of it, and if second or

/
¥

/
i

[
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~ third rate men are placed in charge of the industrial relations

department, the results as expressed by the cooperation of labor
and capital can only be second or third rate. This however is
very often the case: industrial cooperation plans are initiated
by the big men in the corporation, but then left in charge of
second rate men, With occeasional supervision and attention by

the big men. We would not think to place the manufacture or the

administration in charge of a second rate man and expect first

.
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rate results by ocounsional attention by the big men.

While men qualified for industrisl relation activities may
be found in all prefessions and in all races, in general, pro-
fessionally the ongineer is least qualified for dealing success—
fnlly with indvetrial relations, and moet handicapped by his
professional training. To establish eand maintain cooperation,
1% 1s essentiel %o see both sides and reslize that in humon relas
tions there is no sbsolute wight and wrong, but that the conelu-
gione and therefore the attitvde of the individual dependis on
hie viewpoint, and the latter ﬁepohda on hie scelal, industrial
and intellectual econdition: the poorly educated laborer, who
never sarns enough to save mmch, and over whom and his family
hange the fear of unemployment, of sickness and of old age,
nocessarily takes a different attitude towards our industrial
ayetem than the educated man of independent reang, who osn de-
vote hie time to the work he enjoys. In engineering however,
there are not twe sides, but there is only one conclusien
which ie right, that logiecally derived from the experimental
facte, and everything else is wrong, and in indusirial relation
work the enginecr thorefore is inclined %o believe that his con=
clusions derived from his Individual viewpeint, are absolutely
right, and everything else wrong or foclish, snd refuses to com=
gider 1%, Unsuited usunlly for industrial relation work alse
" i¢ the minieter, a® ho is troined to preach to the people, from
a superior attitvde, and not discues thinge with the people as
one of them, and no matter how well meaning, the minister rarely

can avoid the appearance of a certain aloofness in his dealing
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with people, and this grates on the sensitivities of the people,
especially those who have a feoi;ng of educational inferiority.
This often makes the most well meaning minister ineffective or
even harmful in bringing about industrial cooperation. Possibly
the most suitable is the lawyer. While he may be handicapped by
the legal mind, and by his tendeney to evolve elaborate mechanisms,
as discussed above, his great advantage is that he has been
trained to look at everything from both sides, and while in his
profession he may represent and defend one side, he meets on
even and friendly terms other lawyers taking the opposite side,
80 that a liberal broad-minded lawyer is probably the mest quali-
fied for the industrial relation work, to look at things from

. different sides, to realize the Jjustification of the different

/ and often antagonistic attitudes, from their respective view-
points, and so to harmonize them. Next perhaps in this attitude
of geeing both sides comes the salesman and the business man in

/4/&oneral.

o Racially, most qualified appears the Irishman, as shown

7

;”j/}by the disproportionately large number of Irish mamaging publie

A 47‘ utilities, political offices and in general such occupations in
37 Phyhioh the success depends on leadership by cooperation with various
|/ interests.
Next in suitability comes the Jew, due to his superior intelli-
gence and absence of prejudice. Least qualified appears to me

the Anglo Saxon and the Norié in general, due to his ability to
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hypnotize himgelf into the belief that what he wishes %o do

ig his moral duty. Thie attitvde of mind ie probably best
{llustrated by a group of slave~-holders, putting their names

in a1l sincerity under a declaration of indepencence whieh
states that "all men are endowed with certain righte, and

that smonget these are liberty ....". This attitude of mind

is dangerous in industrial relations, since no matter how selfish
and how mmch dietated by pe’sonal intereste the motives are, the
men is fully convineed that 1t is his moral, or patriotic or
other duty to carry out his conclueions, and that any different
view is immoral or unpatriotic or revolutionary or something
else, and thersfore cannot be sllowed. Obviously no cooperation

ig possible from this viewpoint.

Mar. 1923.
CHARLEE P. ETEINMETZ.
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