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W E L C O ME

The University of California, represented by the Schools of Business
Administration and the Institute of Industrial -Relations on the Berkeley
and Los Angeles Campuses and University Extension, cordially welcomes
you to the Seventh Annual Summer YManagement Conference.

Increasingly, we at the University have found this annual con-
ference to be an important occasion. It is an opportunity for an ex-
change of information and ideas between members of the faculty and
businessmen, and also among the business leaders themselves. Just as
it is desirable that members of the business community should know
the results of research and thinking of the academic community, so
too is it essential that the teachers on the University staff should
be kept abreast of new developments, problems, and the opinions of
you people who are making decisions in the managemenit field. Further,
it is important that management executives should have an opportunity
to get away from their work places in order to think about and discuss
with others the problems which they are dealing with from day to day.

The theme for this year's conference, "management and a World
In Change," is particularly timely because of the many new and far-
reaching economic and industrial relations developments in recent
months. General sessions on the covernment's role in the American
economy, issues in anti-trust policy, merit employment and industrial
democracy are planned to furnish a background for discussion in the
workshop sessions. Experts and University faculty members will lead
more detailed discussion on the guaranteed annual wage, automation,
trends in executive appraisal, pension plans, industrial retirement
and on other topics. In these sessions it will be possible for the
conferees to share their experiences and views on these problems.

varied background of the discussion leaders and panel members,
and your own experience in dealing with the problems in these fields,
will furnish an opportunity for the participants to gain new insights
and clarify their thinking. We urge that you participate fully in
all of these sessions.

The-University is happy that you have been able to Join us here
and we hope that you will find the conference as stimulating an exp-
erience as we have found these associations with you to be in the
past years.

E.T. Grether, Dean, School of Neil; H. Jacob, Dean, School
Business Administration, Univ- of Business Administration, University
ersity of California, Berkeley of California, Los Angeles

Arthur M. R0oss, Director, Insti- rLWaren, Director, Institute
tute of Industrial Relations, of Industrial 1-ielations, University
University of California, of California, Los Angeles
Berkeley



.PMU?OSE AND ilUNCTION OF THtE INCTITlMJ OF INIDUSTTLAL RELATIOI\Tc'

Few Areas in the domestic social Life of the nation are vested
currently with Greater public concern than the field of industrial
relations. The development of better relationships between orean-
ized labor and organized employers, and the integration of these
relationships with the interests of the individual citizen and
the nation as a whole, constitute one of the most serious problems
facing our economic and social system today.

The Legislature of the State of California expressed its de-
sire to contribute to the solution of this problem when, in 1945,
it established an Institute of Industrial Relations at the Univer-
sity of California. The general objective of the Institute is to
facilitate a better understanding between labor and management
throughout the state, and to equip persons desiring to enter the
administrative field of industrial relations with the highest
possible standard of qualifications.

The Institute has two headquarters, one located on the Los
Angeles campus and the other located on the Berkeley campus. Each
headquarters has its own director and its own program, but acti-
vities of the two sections are closely integrated through a
Coordinating Committee. In addition, each section has a local
Faculty Advisory Committee, to assist it in its relations to the
University; and a Community Advisory Committee composed of repre-
sentatives of labor, industry, and the general public, to advise
the Institute on how it may best serve the community.

The program of the Institute is not directed toward the special
interests of either labor or management, but rather toward the
public interest. It is divided into two main activities: inves-
tigation of the facts and problems in the field of industrial
relations, which includes an active research program and the collec-
tion of materials for a research and reference library; and
general education on industrial relations, which includes regular
University instruction for students and Extension courses and
conferences for the community.



C O N FE RE N C E S TA F F

GAIL ONZETT, Secretary-Stenographer, Institute of Industrial Relations,
'University of California, Berkeley

EDWJARD L. HEARSEY, Formerly Assistant Director, l;.anagement Programs,
institute of Industrial Relations, University of California,
Los Angeles

ABBOTT KAPLAN, Associate Director, Institute of Industrial iielations
and Assistant Director, TJniversity Extension, University of
California, Los Angeles

BURT W. I1ILLER, Coordinator of Lranagement Programs, Institute of
Industrial Relations, University of California, Berkeley

ARTHUR M. ROSS, Professor of Business Adrninistration and Director,
Institute of Industrial Relations, University of California,
Berkeley

JUDY SAGER, Secretary-Stenographer, Institute of Industrial Relations,
Univlersity of California, Los Angeles

ROBERT F. SMITH, Assistant Director, Tianag,ement Programs, Institute of
Industrial Relations, University of Califolrnia, Los Angeles

VIRGINIA B. SI4ITH1, Principal Extension Representative, Institute of
Industrial Relations, University of California, Berkeley

ELLIOT STANFORD, Workbook Editor, Institute of Industrial Relatbions,
University of Califorrna, Los Angeles

EDGAR L. WARREN, Director, Institute of Industrial Relations,
University of California, Los Angeles



CON FE REN CE AD VI S ORY COME IT TEE

K. K. ALLEN, lanager of Industrial Relations, Southem California
Edison Cormpany, Los Angeles

EDLiUND BRIGGS, Personnel Director, Pacific Telephone and Telegraph
Corpany, Los Angeles

VINCENT H. B3O;10, General }'anager, San Francisco Retailers' Council,
San Francisco

DANIEL P. BRYANT, Vice President and General Manager, Bekins Van
and Storage Company, Los Angeles

J. HART CLINTON, Executive Vice President, iTorthern California Distributors#
Association, San Francisco

I. M. FERGUSON, Assistant to the President,, Western Pacific Railroad
Company, San Francisco

S. A. HALGREN, Vice President, Carnation Company, Los Angeles

H. C. hcCLELLAN, President, Old Colony Paint Company, Los Angeles

ILAI R. McINTIRE, itanager of Perscnnel, Pacific Electric Railway
Company, Los Angeles

EDWIN McWAIN, CGeneral Personnel Lanager, Pacific Telephone and
Telegraph Company, San Francisco

ROBERT L. RASCHEN, Supervisor of Employee Relations, .ederated Employers
of San Francisco, San Francisco

T. R. SANIDBERG, Director of i'anufacturing, Cutter Laboratories, Derkeley

WILLIAM H. SMITh, Director of Research and Analysis, Federated Employers
of San Francisco, San Francisco

LEE STOCIFORD, Corporate Industrial Relations Advisor, Lockheed
Aircraft Corporation, Durbank

WILIIAM G. STORIE, President, San Francisco Employers' Council,
San Frmacisco

R. C. THUNiAN, Director of Labor Relations and Personnel, Pabco
Products Incorporated, Emeryville

RAY1OD H. TISCH, Industrial Relations Mlanager, i1ordstrom Valve
Division, Rockwell i.anufacturing Conpany, San Francisco

EDWARD E. TUTTLE, Executive Vice President, Essick Manufacturing
Company, Los Angeles



TIPS TO CONEEREES ABOUT THE
COFERENCE-PROCED'flEq

The following information and suggestions are offered in the
expectation that they will assist you and the Conference Staff in
helping the program run smoothly:

Badges: There will be many visitors at the Ahwahnee
Hotel who are not connected with the Conference. So that conferees mry
be identifiable to one another and to the staff, please wear your badge
to all Conference Programs.

University Staff T'embers can be identified by
the gold star on their badges. Those who are also meml'ers of the
Conference Staff may be identified by the blue center in their star.
If you have any questions or suggestions, please feel free to go to any
Staff member. If he can't help you he will refer you to someone who
can.

Schedule: Please be prom#b in your attendance at the var-
ious sessions. Mealtime at the Ahwvahnee is calculated to be a leisurely
and pleasurable period. To enjoy it to the full and still be on time at
the Conference sessions, it is suggested that you go to the dining room
at the times shonv on the Schedule.

The Workbook: This volume has been put together to give you a
permanent record of the Conference. We have tried to get, in advances
a sunmary of points of view and ideas to be covered in the various
sessions. The vworkshop chairmen prepared the material provided in the
workshop sections of the vrorkbook. It has not been possible to get, in
advance, resumes covering all of the general session talks. Blank sheets
are provided throughout the workbook for use in taking notes.

Informal Discussions: In the evening, after the firefall, opportunities
will be provided for groups to get together and discuss topics of mut-
ual interest. These discussions will be announced at the evening
meeting. If you would like to get a group together to discuss some sub-
ject, talk to one of the Conference Staff members (gold star, blue.ccnter)
who will help you arrange it and see that a meeting room is available.

Checkout Time: Checkout time at the Ahrahnee is 2:00 p.m. Please
adv-ise the hotel as soon as possible of any change in your anticipated
departure, etc.



LCATION OF MEETING ROOMS
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Aivt f Wives and (5ts of thej ees

TO: l4r, George Oliver, Traffic tIbnage-r, Ahwahnee Hotel.
FROM: .it Whitman, Social Director, Ahwahnee Hotel.

The following are a few suggestions tiat may be helpful to
the wivea and guests of the conferees attending the Seventh
Awnal Sumer Management Conference at Tosemite, from Augist 31st
to September 3rd.

AN "&ST walk to the Yosemite Goverment Museum, Dailyv lecture
at 11 a.m. by the Park Naturalist,

GOLF AT the Ahwahnee Pitch and Putt Golf Course, falls, tees,
and scorecards are available at the Greenskeepei's. Course is
open from 8 a.m. to 6 p.m. daily.

TENNJIS. On the Ahwahnee courts.

TWO HOUR GUIDED horseback riding from Yosemite Stables. Morning
aDd Afternoons

PING POMG in the Ahwahnee Game Room.

RIVER SWIMMING in the Merced River at the foot of the AhAhee
gardens; also, pool swiming at both Camp Curry and Tosemite
Lodge.., one mile approximately.

BICYCLF.S ARS for rent at either Camp Curry or Yosemite Lodge.

IJIFORMAL BRIDG3, canasta and scrabble may be played in either the
California Room. or the Solariam*.*Q1OCR
JUST PLAIN RELAING In the sunshine on the lovely Ahwahnee East
Terrace.

A.WARWNT GIFT SHOP offers all the newspapers, popular magazines,
and It also has some drugs. The Yosemite CLD VILLAG7, (approximately
1 mile and a half away) also carried most UWhite Stag sport clethes
as well as JEANS for riding)

It In suggested that the ladies bring comfo7 table shoes for walking
wbich is always a popular pastime In the Valley, For example, a
walk to Vernal Falls bridge Is delightful |

DAILY TOURS, either in comoair busses or In private cars to such
not-to-bebmissed spots as the Mariposa Grove of Big Trees and
Glacier Point are highly recommended.



A~ aGies (CorAtinuea)

AFTERNOON T!kA is served e.ally fxro 5 p.m. to 5:30 psmo on the
Ahwahnee East Terrace.

MOTION PICTURES of the Vnlle nightly at 9:05 p.mv

DANCING end cocktails in the IJDIAO ROOM nightly after vieving
the 7IRT17ALL from the Ahirahbego 3at Terrace at 9 .u

I will be most happ to help the ladis In az way at iv desk in
the kin Lobby. ANiD, I would like them to know that we supply
baby-*sittere If needed by ra,nts attending the Conference,



SC HE DULE OF EVENTS

WednesdgZ- A!&ust 312- 19-

Registration

Reception Indian Room

Dinner Dining Room

Opening Session

Arthur M. Ross

Abbott Kaplan

Tudor Lounge

9:00 p.m.

3:00 p.m.

5:00 p.m.

Lobby

6:30 p.m.

8:oo p.m.

Firefall Terrace



SCHEDULE OF EVENTS (cont'd)

Thursday - September 1, 1955

7:30 a.m.

8:45 a.m.

10:15 a.m.

10:30 a.m.

12:00 noon

1:30 p.m.

3:15

6:30

8:00

p.m.

p.m.

p.m.

9:00 p.m.

Breakfast Dining Room

General Session Indian Room

Neil H. Jacoby: The Government's
Role in the American Economy

Eward T. Grether: Preserving Com-
petition: Issues in Anti-Trust Policy

Coffee East Terrace

Workshops

The Guaranteed Annual Wage Game Room
Recent Trends in Executive Appraisal California Room
Gaining Acceptance of New Ideas

and Methods Colonial Room
Collective Bargaining Under

The Railway Labor Act Writing Room

Lunch Dining Room

Workshops

Morning workshops repeated in same rooms

Recreation

Dinner Dining :.?oom

General Session Tudor Lounge

Ralph L. Inglis: Basic
Concepts in Merit Emloyment

Firefall Terrace

Informal Discussions California Room
Colonial Room

9:15 p.m.



SCHEDUJIE OF oVEWlI (cont'd)

7:30 p.m.

9:00 a.m.

10:15 a.m.

10:30 a.m.

12:00 noon

1:30 p.m.

3:15 p.m.

6:30 p.m.

8:00 p.m.

9:00 p.M.

9:15 p.m.

ridawy - September 2 1955

Breakfast Dining Room

General Session Indian Room

Arthur M. Ross:
Benjamin Aaron:
Undercurrents in LaborManae Relations

Coffee

Workshops

Automation
New Developments in Pension Plans
Problems in Industrial Retirement 4

Lunch

Workshops

Morning workshope repeated in same rooms

Recreation

Dinner

General Session

H.L. Nunn:
The Whole Man Goes to Work

Firefall

Informal Discussions (
C

East Terrace

California Room
Game Room
Colonial loom

Dining Room

Dining Room

Tudor Lounge

Terrace

California Room
Colonial Room



SCHEDULE OF EVEN co

Saturday - -September 3, 1955

7:30 a.m.

9:00 a.m.

10:15 a.m.

10:30 a.m.

Breakfast

General Session

Leonard Woodcock: From LIabor's
Point of View

Coffee

Roundup

Speakers and Chairmen

Lunch

DininW Room

Indian Room

Es3st Terrace

Indian Room

(cont'd)

12:00 noon Dining Room



GENERALG__NER S N S S I 0NS



THE GOVERNMHEN T 'S ROLE

IN T HE

A ME RI C AN E C ON OMiY

presented by

NEIL H. JACOBY
Dean, School of Business Administration, University

of California, Los Angeles

September 1, 1955 Indian Room

biograhical sketch:

Neil H. Jacoby has been Dean of the School of Business Administration,
University of California at Los Angeles, since 1948. In 1930 he received his
A.B. from the University of Saskatchewan, and in 1950 he was awarded an L.L.D.
He received his Ph.D. from the University of Chicago in 1938.

From 1933 to 1936 D)ean Jacoby was Supervisor, Legal and Research Division,
State Department of Finance. Following this he was for one year the Chairman
of the Saskatchewan Taxation Commission, In 1937 he became i:anacer, Research
Department, Lawrence Stern and Company in Chicago. Fran 1938 to 1948 Dean
Jacoby was at the University of Chicago, first as Assistant Professor of Finance,
and later as Professor of Business and Economic Aolicy. During his last six
years there he was Vice k,resident of the University. From 1940 to 1945 he was
a m-ember of the Research Staff iVational Bureau of Economic .lesearch and since
1942 has been a member of the Research Advisory Board of the Commission for
Econonic Development.

The year 1953 saw his appointrnent as member on the President's Council of
Economic Advisors; also in that year he was a menmber, Amrerican Economics
AssociPtion, FRoyal Lconorry Advisors. He is a member of the American Economics
Association, 'Royal Econor,y Society, and the ft.tional Tax Association.

He is author of several books, including Business 2inance and Lanking
(with A. J. Saulmleir, 1946) and has been a member of the Advisory Cormission
and Editorial Board on Petroleum Industry Studies, Yale University Press,
since 1950.



THE GOVE1fIEN1'iTIS ROLE IN THE A..ERICAN ECONONiY

I. Laissez Faire - versus interventionism - A False Issue

II. Government's Dual tLole Under the Employment A.Nct of 1946

1) Government's Direct Role

a) I,.anagement of Government Expenditures

b) l;anagenent of Government Revenues

c) I.anagement of the I3udget -- Suxplus or Deficit

d) Management of Borrowing -- The Public Debt

2) Government's Suwoorting Role -- Fostering Private Enterprises

a) Strengthening the floor of personal security

b) Building the I4.tional Stock of Public Assets

c) Plexible Regulation of the Toney Supply

d) Structuring the Tax System to Encourage Enterprise

e) Fostering Investrmient in Plant and Equipment

f) 1"aintaining Vigorous competition

III. How -ell Has Government Played its Role?

1) The Initial Years of the Exmployrment Act

2) Federal Actions in the 1953-54 Setback and Recovery

3) The Loral for the Fluture



P R E S E R V I N G CO PET IT ION:

I S S UE S I N A N T I - T R U S T P O L I C Y

presented by

E. T. GRETHER

September 1, 1955 Tudor Lounge

biographical sketch:

E. T. Grether is Dean of the School of b5usiness Acninistration, University
of California, Berkeley Campus. Also he is Chairman of the Governor's Study
Conmission on Unemployment Insurance, and he was sometime Director, Econoric
I'anagement of the ±lltional Security zDesources Board.

One of his major continuing, interests has been thle relationship between
!7overnment and business, and it is on this that he is speaking at the current
Suwr,rer I ana7enment Conference. Dean Grether is, in addition, past Diirector
of the Institute of Industrial 'Zelations at berkeley. ile studied at the
Univrersity of lhebraska and at -3erkeley and HeidelbDerg. In 1953 he was a
Visiting Lecturer at the Stockholm School of Economics.



P-MlRVI;G COMI-'TITIOM{: ISSUIJS fli AiTI-TIRTUT POLICY
ommlmwAmmNrAN~~~ ~ ~ ~ ~~~~

The United States has been almost unique among the nations of the
world in its endeavor to preserve effective competition in the oroduc-
tion and marketing of goods and services. In recent years, some other
nations are beginning to follow our leadership in this respect. It is
highly important, therefore, in terms of our position of world leader-
ship, as well as our own internal problems and needs, to understand
the important issues.

So called "anti-trust" leeislation and regulation is the basic
instrument for the endeavor to maintain competition in the hands of
private enterprise in American markets. The basic act is the Sherman
law of 1890, amended and supplemented by other acts. Over the years
a very complex system of regulation has arisen out of a host of court
decisions, administrative rulings (as by the Federal Trade Commission)
and special enactments. All of these matters and issues were brought
to a focus again by the publication in March 31, 1955 of the "Report
of the Attorney Generalls National Committee to Study the Anti-trust
Laws." At the time the Attorney General's Committee was announced,
President .isenhower stated that he hoped this report would "provide
an important instrument to prepare thy way for modernizing and strength-
ening our laws to preserve American free enterprise against monopoly
and unfair competition."

Some of the leading issues under the program of preserving free
competition will be discussed briefly in the perspective of the analysis
oresented in the reDort of the Attorney General's Committee, including:

(1) Size of firms and methods of growing big, especially through
mergers.

(2) The problems created by the dominance of a small number of
firms in many industries, especially the important issue of "conscious
parallelism of action."

(3) Vertical integration up-stream and down-stream in its various
manifestations.

(4) Distributive price controls, especially resale price maintenance
under Fair Trade contracts.

(5) Price discrimination, especially as reigulated under the Robinson-
Patman Act.

(6) Geographical Dricing, especially the basing Point system.



-2-

(7) The special exemptions granted to certain groups or industries,
as or.zanized labor and agricultural co-operatives.

(8) The relative reliance upon outright prohibitions (the so-called
per se violations) as o-nosed to "the rule of reason" approach.

The final and fiunamental issue involves the relative faith and.
confidence of Americans in free private enterprise and our ability to
maintain such a system on an effectively workable basis.

At present we are on a higher plateau of confidence in free private
enterprise than in many years. The acid test will come, however, when
prosperity and employment weaken. Hence a crucial issue is the relation-
ship between nationl programs and policies to maintain prosperity and
employment at hiL,gh levels and those intended to preserve an effective
competitive system.



B A S I C C O N C E P T S

I N

ME RI T EMPLOYMEN T

presented by

RALPH L. INGLIS

September 1, 1955 Tudor Lounge,

biograh'ical sketch:

Ralph L. Inglis graduated from the University of lTashington in 1928
with a major in Economrics; his post graduate work there was in law.

His entire business career, beginning with the Associated Indemnity
Corporation in San 7rancisco, has been in the field of insurance. Briefly,
the highlights in his career are as follows:

1937 - Vlice President of the Associated Indemnity Corporation, Eastern
Department, with hleadquarters in Pew York City.

1947 - Vice President of the four companies of the American Associated
Insurance Group in St. Louis, Lissouri.

1950 - Returned to the Pacific Coast as Vice President of the Pacific
Indemnity Company.

1952 - Since January, 1952 he has been the President and a I;.ember of
the Board of Directors of the Founders' Insurance Company of
Los Angeles.

hir. Inglis is a Director of the Pacific Insurance and Surety Conference,
and last year was its President. 'le serves on the Board of Governors of the
Pacific Coast Insurarnce ;Advisory Association and of the 111estern Insurance
Information Service. For the past two years he has represented Southern
California insurance on a committee of businessmen actively interested in the
cause of LAerit 2,raployrlent.



T HE WHOLE

presented by

H. L. NUlII

September 2, 1955 Tudor LWage

braphialsketch:
Henry L. Nunn was born in Bonhan., Texas, and received his formal education

in the grade schools of that state.

Early in his career he joined C. A. Jones, now wholesaler of furs, Dallas,
Texas, At the age of 25, he was factory office manager for Roberts, Johnson,
and Rand Show Com,pany in St. Louis, now known as the International Shoe Company.
Two years later he ivas made suderintendent because of his ability to work amiably
with labor. In July, 1910, he accepted a position as superintendent of a shoe
factory in Miilwaukee, Wisconsin; and after two years, he and some of his former
associates organized the Nunn-Bush Shioe Company in June 1912.

He was President of Nunn-Bush until January 1, 1949, at which time he ab-
dicated this position to serve on the company's official Advisory Board. Under
Ir. Nunn's leadership the company inaugurated the "fifty-two pay-checks a year
plan" in 1935; perhaps it is now better known as the "Nun i-Bush Share the
Production Plan."

The utlunn-Bush plan does not provide for a guarantee of any fixed amount
of incone. A certain percentage of the sales value of shoes manufactured during
a particular time period is placed in a wage fund. Employees with more than one
year of service draw regular checks from the fund. Periodically the total draw-
ings are balanced acrainst the amounts paid in and any surplus is distributed.
If a deficit results, future drawings may be reduced. Employees' final earnings
thus depend directly on the value of the production of the company. The plan
is stlbject to joint agreement between management and the union in the plants.
The ITunn-Dush plan guarantees 52 paychecks but the final amount of incore involvee
depends on the company's sales.

After leaving the Corn )iny in 1950, Ir. Nunn's book, The Whole Man Goes To
Work, was published by Harper & Bros. The Business Lole
it as its 3ook-of-the-month in larch, 1954. Since moving to California in 1953,
Lr. Nunn has been occupied quite actively in lecturing and teaching. This coming
semester he will be teaching a class in Human Relations in Industry at San Diego.

TO W OR KMAN G OE S



F R O K L A B O R ' S P O I N T O F V I E W

presented by

LEONARD WDODCCGK

September 3, 1955 Indian Room

Leonard Uioodcodk, newly-elected UAW-CIO Vice-President, was initiated
early into unionism. His father, rnest l-oudcock, was one of the first members
of the 1~iechanics Educational Society of America, now a CIO affiliate, which
organized skilled workers in the automobile industry in the early 1930ts before
the UAW-CIO existed,

1fToodcock was born in Providence, Rhode Island, ?ebruary 15, 1911. In
early 1914 his family went to Germany where his father had a job installing
rmachinery sold by a Providence firm. P.t the outbreak of i,!orld ,%ar I, the elder
Woodcock, who was at that time a British citizen, was interned in Germany.
Leonard and his mother went to Dngland. The family was not reunited until after
the war.

As a consequence, Vk.oodcock had his early education in British schools,
mostly in Northainmton. HIe came with his fandly to Detroit in 1926. He studied
at ayne University in Detroit, then called Detroit City College, and in 1933
went to work at the Detroit Geqr Comrany., where he joined an AFL eederal Labor
Union, which later became and still is a local union of the UAW-CIO.

has held on various occasions the following positions: Educational
Director of the -ayne County CIO Council; Assistant Regional idirector of Region
1D, UAW4-CIO, Grand Rapids; Administrative Assistant to WJalter P. Reuther;
member of the Internalional Executive Board of the Union. His present position
as -Director of the Union's Agricultural Implement and Aircraft Departments in-
cludes responsibility of the Union's affairs in such comnanies as International
Harvester, Allis-Chalmers, iNorth American Qviation, and Continental 1h:otors,
among others.



FRti LABOR'S POINT OF VIEW

I. Collective bargaining developments

A. Automotive industry

B. Farm implement industry

II. The effect of these developments on the aircraft
industry

III. Development of the fringe areas

A. Guaranteed annual wage
(supplemental unemployment benefit plan)

B. Other fringe benefits

IV. The background of the Union's drive for fringe
benefits

A. Pension plans

B.. Employrnent security

C. Relation of these benefits to public policy

V. Expected future developments



UN DERC U RREN T S

I N

LA B-OR-MANAGEMENT RELA TIONS

presented by

ARTHUR M. ROSS

and

.U3NJANIN AARON

September 2, 1955 Indian Room

biographical sketch:

Arthur ;11 Ross is Director of the Institute of Industrial Relations and
also Professor in the School of Business Administration at the University of
Califcrnia at Berkeley, He studied at Harvard and Berkeley and has taught at
Geore .ashington University,, Wayne University, and iichigan State College, as
well as at Berkeley.. Nr. Ross served in the Office of Price Administration,
the `Jar h'anpower Commission, and the `..-ar Labor Board during the war. Later he
was Regional Chairman of the Wiage Stabilization Doard; subsequent to that he
was Public Yi'ember of the National ;.iage Stabilization Board. Presently he is a
member of the President's Atomic Lnergy Labor Panel. In 1949 - 1950, he was
Associate Umpire for General f-otors Corporation and the UAW-CIO and has been
an Arbitrator for many other industries.

b:iokp c h:
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OVERCOMING BARRIERS TO THE ACCEPTANCE OF NEW IDEAS AND IVETHODS

By Robert Tannenbaum

University of California, Los Angeles

The industrial engineer--the person who is interested in time study, in
perfonrance standards, in quality control and inspection, and similar phases
of our industrial operations--and the line executive are today frequently
confronted with the problem of overcoming barriers in introducing new ideas
and methods. Because our technology is changing very rapidly and because
we are getting increasing know-how, each of you in your work must be faced
with the necessity of dealing with change, of getting people to accept some
new idea or some new method which you find it desirable to introduce.

In the past, industrial engineers and line executives--let us say when
they are faced with introducing a new wage incentive system--have often
thought through very carefully the technical aspects of the problem, but
they have miniMIzed or overlooked the human aspects. This is understandable
in view of the training which many of them have received. In the past,
engineering schools have concentrated almost exclusively on the technical
phases of the engineer's work. As a result, the engineer has come out of
school as a competent technician, but he has not had adequate training in
the humanities. He has not had an introduction to the human problems in-
volved in the work situations he will encounter after graduation. Because
of this lack of human orientation, the engineer--as he has introduced his
new wage incentive system, his new quality control program, or what not-has
very often run into considerable resistance. He has found that the idea or
method which he has been trying to introduce has not been willingly accepted
by those who have been called upon to deal with the change. He has not taken
into account the people who must make his new idea or method work.

Now I would like to bring to your attention a statement that has been
made by one of your profession, Mr. J. M. Juran, who was formerly with the
Western Electric Company and has written in the field of inspection and
quality control. This man has said: "The introduction of any new system of
operation faces its greatest obstacles in changing the habits of people....
The human problems exceed the technical problems in complexity and in diffi-
culty. Failure to realize the presence and nature of these human problems
creates a high risk of failure for the entire undertaking." Failure to
recognize the human problems can lead to failure for the entire undertakin.
This being a real possibility, it will be worth our while to examine in detail
the entire problem of introducing change.

Let us first look at the barriers which people place in our way as we
attempt to introduce change into the industrial setting. We may encounter
considerable aggression on the part of the individuals who are subject to the
change; they may overtly attack us as we try to introduce the change or in
other ways become very hostile to us. We may find that the amount of sloppy
or careless work increases; we may find apathy, a disinterest on.the part of
individuals to do that which they are called upon to do; grievances may in-
crease in number. Where a union is present, we may be faced with numerous
slowdowns or even strikes. A few studies have indicated that absenteeism,
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tardiness, and turnover are very definitely methods used by people to deal
with a situation calling for them to change.

I would particularly like to concentrate on one type of ba±srier which has
probably been studied in this context more than anr of the others. This
barrier involves the restriction of output. Those of you who have dealt
with performance standards and wage incentive sstems are probably familiar
with this phenomenon. The staff expert often exercises great care in timing
operations, setting standards, and otherwise working out the details of a
wage incentive system; and yet he often finds that at least part of the work
group forms into what sociologists call an informal group, under a leader of
their own choice. This group decides what a fair day's work is and develops
sanctions which keep the nonconformer in line. The individual who starts to
respond to the incentive that has been provided is held in check by sanctions
which the informal group is able to bring to bear against him. This restric-
tion of output device which workers have found useful in combating a wage
incentive system has also been used in dealing with other types of change which
management has tried to introduce.

Next, let us ask ourselves the question: Why this kind of behavior?
Why do individuals set up these barriers in our way making it difficult for
us to do the kind of job we think it is important to do. in terms of the
organizational objectives of the compary? In order to get some insight into
behavior of this kind, we must first try to understand the needs of the
individuals who are actually establishing these barriers. The behavior of
individuals, whether it is restrictive or not, results from an effort on
their part to satisfy needs which are important to them. These needs lead
them to behave in a way that will move them in the direction of what we
might call personal goals. Personal goals are those which when attained by
an individual will satisfy the need or needs which he feels. Now I would like
to contrast for you what I have referred to here as the personal goals of
an individual and what we might call the organizational goal of the firm or
aven of the work group. The organizational goal is that which the manager
or the line executive is trying to accomplish by getting the members of his
work group to behave in certain ways, It often happens, however, that the
personal goal of the individual is not the same as the organizational goal.
And so we have a motivational system that follows this pattern: the persont s
boss tells him, "If you do that which is important to us, namely make possible
the attainment of the organizational goal, then we will give you that which is
important to you as a personal goal." WIhen people are faced with this kind
of a motivational situation, they are rather uninterested in the work that
is going on. All that is important to them is that they attain the personal
goals that will satisfy their needs. This helps explain why very often
workers seem to do the mini they have to do to get by; and you start
asking yourself, as every generation has: "What is happening to people now-
adays?; why are they so lazy?; they don't seem to care anymore; their standards
are going to pot." Well this is all quite understandable if a person is
interested only in attaining a personal goal which is important to him. He
quickly tries to figure out the minimm that he has to do to attain that
personal goal, to get that pay check or whatever else is important to him;
and he does not have any real motivational interest in attaining the
organizational goal.

Using this frame of reference in trying to understand why workers set
up barriers in our way, let us realize that new ideas and methods almost
always at the outset represent a threat to the security of the individuals
who will be involved in the change. The individual asks himself as he faces
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this change possibility: "What does this mean to me?; how is-itLgin to
affect me?" And this is what is really important in determining his behavior.
He starts to wonder: "Have I been doing a poor job?; is the power or prestige
which I now have going to be here after the change has been introduced?; what
about the skill which I have spent years developing, is it going to become
obsolete?" These are only a few of the thoughts that tend to arise in
people's minds as they try to answer the question: "What does this change
to me?"1 The individual is concerned that the change may either make it
impossible for him in the future to satisfy certain of his needs or to satisfy
them as satisfactorily as he has been able to in the past. And when an
individual becomes threatened, he develops modes of behavior (the barriers)
to deal with the threat.

There are also certain group implications to what I have been saying.
We have to recognize that the behavior of an individual is affected by the
impact on him of the group. No individual functions in social isolation; he
is always a part of a social group. And very often changes that are intro-
duced have a very important impact on established ways of doing things within
a group--on established norms or values which the members of the group have
held. When this is true the group reinforces the feelings of insecurity which
the indiv'ldual has and adds to the problems which we face in introducing change.

This being the basis which we use to explain why people behave in the
way they do, let us next face up to the question: How do we deal with these
barriers? How do we overcome these barriers in order more effectively to
introduce the new ideas and methods which seem desirable?

At the outset, I would like to suggest one generalization. Of very
great importance is the human atmosphere that exists between the person or
persons who are trying to introduce the change and the individuals who are
subject to the change. If mutual confidence is not present, if people distrust
each other, the strength of the barriers that will be set up will be greatly
increased. When a person has a real sense of trust and confidence in another
person, he is much more likely to go along with what that other person is
trying to do than would be true in the former case.

For people to accept new ideas or methods, there are probably three
different things that have to occur. First, it is important that people come
to understand the reasons for the change. They have to get some insight into
why a change is going to be brought about. Very often in introducing change,
line executives or staff specialists will simply announce the change and say:
"Here it is, boys; from now on we behave in this way." There is no explanation,
no indication to the people involved as to why the change has to be made.
Certainly for people not to set up barriers, it is important as a prerequisite
that they have some understanding of the need for the change. Second, people
have to see that the change is going to be good for them. This point relates
back to the question: "What does this mean to me?" If it is not going to
involve something better for the individual--or at least something as good--
he is apt to resist the change. He is going to want to be assured that there
will not be any reduction in need satisfaction as far as he is concerned when
the change is brought about. He is going to want to see that the change will
at least leave him no worse off than he is right now; and, even better, that it
might improve his present situation. Finally, after the individual has ob-
tained some understanding of the reasons for the change and after he has seen
what the change is going to mean to him, then generally some new behavior
will be called for on his part. He may have to learn some new skills; he



4*

may have to develop some new attitudes; he may have to change his whole frame
of reference in order to deal adequately with the new situation. But you are
going to have to reach the individual at more than the intellectual level; be-
cause generally attitudes and skills are involved, and behavioral changes have
to be brought about,.

Wiat are some of the methods that might be used by you in bringing about
change--methods that have a good possibility of at least imizing the strength
of the barriers that are set up in your way? One approach which is very often
used (and I rather suspect most of you use it as your principal method) in-
volves selling. After you have worked out your plans, you try to sell them.
Sometimes perhaps you go a bit further; and after you have gone through your
sales pitch, you give the boys a chance to ask some questions. You try to
answer these as frankly as you can. I would like to suggest that while the
sales method does have certain advantages in its favor, it has manry strong dis-
advantages. The selling approach is an approach that is aimed at the intel-
lectual level. You are telling someone else what the answers are. The other
person is most often a passive listener-a person who is asked to accept that
which you are trying to put over on him. We have a lot of research evidence
which indicates that even though you may be successful in reaching an indi-
vidual at the so-called intellectual level, the likelihood is great that you
will not reach him at the behavioral level--that you will not have very much
impact on the actual behavior that is forthcoming from him.

A second approach which might be used-one which is better than the
selling approach in Mr Judgment-is this: you as a staff specialist or a line
executive formulate the new idea or develop the new method in advance of ap-
proaching the employees. But you recognize that your first formulation of the
idea or method is a preliminary one. You make it clear that it is subject
to modification after consultation either with individual employees or groups
of them or with the union which represents the employees. Consultation with
individuals or with groups of individuals, organized or unorganized, is in-
volved here, with the willingness on the part of the changers to listen to
what those who are going to be subject to the change have to say, with the
willingness to make modifications in the preliminary formulations of the plan
on the basis of the material that you get from the people you are consulting.
Now it really takes a big person, a person who is big not in stature but in
terms of his total personality, to use this approach. When a person gets into
a line position or becomes a staff specialist, he often has a feeling that he
is supposed to have all the answers, that he is lowering himself in the eyes
of others even to suggest that maybe they might be able to offer something
that would improve an idea that was developed by him. Well there are a lot
of people who are small in this respect, who find it difficult actually to con-
sult those who are down on the firing line, the people who are involved in the
day to day operation, the people who after all ultimately determine the success
or failure of the change that is going to be introduced. A person who is big
enough to use consultation, to recognize that the people on the firing line
very often have much to offer that is of value in developing the new idea or
method, is much less likely to be faced with barriers than is the seller.

There is a third approach that goes still a step further which I would
like to present to you. The second step, already discussed, involves some
participation on the part of the people who are subject to the change. The
third step involves even more participation. It involves what we might call
group decision. It recognizes that if the new idea or method is really going
to be accepted, it had better be worked out by the people who are going to
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have to live with it. It recognizes that if people who are threatened by a
change have an opportunity actually to work through- from the beginning on the
new idea or method in order to assure themselves that their need satisfaction
in the future will not be adversely affected, then such individuals will
recognize the change as something which is their own, something which has taken
into account their feelings in its ultimate design. The point involved here
is very well brought out by Alex Bavelas, a professor of MIT, in this way:
"The essence of the technique (of group decision) lies in the achieving of
acceptance of the change by the group as something that the group itself will
do rather than something that will be done to it; and in the establishing of
a new frame of reference by decision, and using that decision as the binding
force for maintaining thnew ramework until it 'sets.*" The change is
something that is brought about by the group, and the group, because of its
participation, will be back of the change.

If you think that this is ivory tower theorizing, let me bring to your
attention a very interesting research result--one that stems from a study that
was conducted about three years ago in a sewing plant of the Harwood Manu-
facturing Corporation in Virginia. In this corporation an experiment was set
up to try to measure the relative effectiveness of different methods of
introducing change. Four groups were selected, four groups that were matched
in the important respects. The first group was called a control group. The
control group had the change introduced to it in the way which had been cus-
tomary in the Harwood Corporation. This was the selling approach, with an
opportunity for the individuals involved to ask questions. The first experi-
mental group was a group where participation was involved by representation.
A few representatives were chosen from this first experimental group. These
individuals participated in designing the changes to be made in the job and
in setting the new piece rate. After this participation on the part of the
representatives of the group took place, the representatives went back to the
group, told the group what had taken place and helped train the other members
in the new method of performing the work. The second and third experimental
groups used total participation. Here every member of each of the groups
participated in designing the changes to be made in the job, in setting the
piece rate, and in learning the new method of work.

Now what were the results? Prior to the change, all four groups were
producing around sixty units per hour underci incentive system where a unit
was defined as one minute of standard work. After the change, in the control
group production fell down to somewhat below 50 units, climbed up thereafter
to 50, and maintained the level of 50 units per hour for the balance of the
experiment which was approximately 30 days. Interviews conducted with members
of the control group during the experiment clearly indicated that restriction
of output was taking place and that fifty was now looked upon by the group as
the new standard which the group was going to maintain. Marked expressions
of aggression against management occurred, and there were 17 per cent quits
during the experiment. The first experimental group, the one that participa-
ted through representation, had its production fall to about the level of
40 units, but it quickly rose until about the fourteenth day it passed 60 and
continued on up to about 65 units. The two other experimental groups, the ones
under total participation, fell down in production on the first day but
immediately recouped to the level of 60 and thereafter continued to show an
increase, reaching a level approximately 14 per cent higher than their prod-
uction before the change. Not only was there an increase in production for
the two groups that had fully participated, but there was definite evidence
of less aggression toward management and also there was no turnover among
those people.
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There is one last point which I would like to direct at those of you who

are the industrial engineers, the staff specialists. Very often the staff
specialist attempts to dictate to people in the line. He thus appears to the
people in the line as a real threat. He also often has to make sure that he
gets credit for the new idea or method that is being introduced. Now I would
like to suggest-and there may be many of you who will strongly disagree with
this point of view--that the staff specialist will probably function most
effectively if he has a strong passion for anonymity, if he recognizes himself
as being an aid or assistant to the line executive, if he measures his success
in ternns of his ability to get the line executive to accept the new idea or
method which he is trying to introduce. He will measure his success by the
feelings of security that the line people have in dealing with him. If, on
the other hand, the line people look on him as being a real threat to them,
then I would say the staff specialist is not functioning effectively.

In the past half hour I have tried to point up some of the principal
problems that you face as barriers are set up in your way in introducing new
ideas or methods. I pointed out to you the kinds of behavioral responses that
are forthcoming from people as you try to involve them in change. We tried to
get some insight into why people behave in the way theydo; and we tried to see
some of the methods that might be used, ranging from the selling approach which
is relatively ineffective to the full participational approach which research
evidence seems to indicate is the most effective approach. Finally I suggested
what seems to me to be the most effective role which the staff specialist can
play in his relationship to the line. In conclusion let me say that as staff
specialists and line executives I feel that you canmot overemphasize the
great importance of the human factor relating to the problems with which you
must deal. Never forget that in every problem which you face--whether it is
a problem of change or any other kind of problem in which people are involved-
the human factor must be taken into account in arriving at an effective
solution.
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THE GUARANTEED AlNNUAL WAGE

Within the past year the '"princiPle" of individual employer supplements to
state unemployment compensation has been introduced into collective bar'-,aining
agreements. Jhile in certain companies other types of wage guarantees have
been instituted on a much smaller scale, the device of unemployment compensation
supplements financed by employer contributions to a trust fund seems to have
the potential of mushrooming into a major industrial relations development
similar to pension and health and welfare systems. Depending in part on general
economic conditions, in the fututre many companies can count on facing the pro-
blem of providing some form of income security for their workers beyond that
provided by present programs.

While the plans established or proposed to date vary in many details, the
general pattern for the major plans looks like this:

a. eligibility for the plans is determined by seniority wfith at least
a one-year minimum.

b. benefits amount to approximotely two-thirds of base pay with
unemployment conpensation payments to be included.

c. maximum duration of the benefit period set at 26 weeks.
d. financing to be by employer contribution (based on payroll or hours

worked) to a trust fund with a maximum set for the size of the fund.
e. admlinistration to be related to unemployment compensation practice

and standards.

Nany problem areas can be anticipated on the basis of past ex7zerience with
benefit programs and many more will probably develop as the new contracts come
into effect. Assuming that the issuLe is going to be discussed seriously, some
of the questions that might be raised are outlined below:

1. What is the desirable long run relatticnship between the privalte unemployment
compensation systems and the state system?

Is an expanded state system preferable to supplementing the existing prograr
with private arrangements.: How much would such an expanded system cost?
W;Iould the pressures for private programrs really be diverted by any feasible
change in the public system?

Are cormpanies with stable em,)loyment records likely to develop and support
a policy of permitting a private system to replace participation in the
state system?

Is it possible for an empiloyer to shift part of the cost of a wage gfuarantee
to other employers through the mechanism of the state unemployment system?

What are the implicntions of the long standing issue of "fraudulent payments"
under the state prograim for private sup)plepient systems? Should the state
system re-ulations as to eligibility, administration, etc., be changed in
the light of interration with private pron'rarrzs?

Is a private system feasible if the state system does not legalize tlle
payment of state benefits to workers covered by a private plan?
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2. If a private prograri were to be considered, what specific oroblems should
be studied by an individual company?

Eligibility - Should eligibility be based on seniority? How do different
policies on senicrity districts, bumping, etc., affect potential costs of
a plan?

Should certain groups of employees or certain departrents, plants, or
operations be kept out of the plan?

Should all eligible persons receive the same benefit percenta-;es and duration
of guarantee? IlowJ can you protect the long ser-vice employee from depletion
of the fund by shorter service workers?

Financing - How can the potential costs of a private plan be estimated?
How large should the fund be?

How can we handle the reduction of benefits if the fund becons depleted?
How should contributions be set? HIow4 should benefit paymients be set?

Adinnistration - Can small companies handle their own plans? Is an associa-
tion type plan for an unpredictable risk such as unemployment feasible? On
wihat basis, if any, might small companies group themselves in a pooled plan?
How can grievances be handled? How will tlhe appeal system for the state
plan be tied into company-union grievance rmachinery?

WIhat is the relation of the wage g.C>uarantee to other oenefit programs?

3. What are thie probable long term effects of establishing a wage g-ruarantee
in a specific company?

Are there si7nificant differences between establishing a wa e gua.rantee
plan and giving a wage increase?

Is the existence of such a plan likely to lead to dem-ands for union invasion
of conToany decision-raking areas nowi not bargainable?

Does a wage guarrantee affect decisions about "automating" production
processes? In which way?

Does a wage guarantee affect decisions on subcontracting or "buy or make"
decisions? Are there unstable low profit lines that might be dropped?
Is there work nows being done by suppliers and outside contractors which
might now be brought into the plant? .,hat does this mean to a company
which is such a supplier in its wage :>uarantee negotiations?

How is a reduction in hours per week likely to affect wiage guarantee plans?



Lhe following excerpts are taken from a speech by Paul A. Raushenbushs
Directors Unemployment Compensation Department of Wisconsin entitled
An Alternative Aproach. Full text available in Report of Proceedings of
Ut8hAnnual Meetings Inter-State Conference of Employnent Security Agencies,
195h4 pp. 85-87o

"I suggest that any state might well amend its unemplo-Nment compensation
law to permit any qualified employer to elect to have more adequate unermploy-
ment benefit checks paid under that law to his own workers, at his owm expense,
during the year or more coveted by his election--rithin the limits specified
by the state provisions permitting such an election.

In short, an unemployment compensation approach to an unemnloyment com-
pensation problem-wvith one benefit check instead of two, paid through one
channel instead of two, out of one reserve fund instead of two.

To be more specific, now. Which employers would be permitted to file
such an election-to have higher benefits or longer benefits or both paid to
their workers, out of the state's unemplo7yment benefit fund? Only those
employers whose past benefit experience record indicates that they can and
vwill foot the bill-since this proposal does not intend a free ride for the
electing e-mployer, at the expense of the state fund. (On the other hand, an
employrer who qualifies and elects should not have to pay in advance, or even
currentlys the full added cost of his election. More on that shortly.)

An election filed b,y a qualified employer would be limited to a choice
among definite options specified in the state law. Presumably, those options
wvould deal wi-th twlro parts of the benefit formula: (a) weekly benefit amount;
and (b) weeka of duration. Those are the primary targets of current guar-
anteed annual wvage proposals, namely, more adequate weekly checks, for more
weeks.

The state law should specify between what options an electing employer
may choose, in order to make the wihole deal workable. As to weekly benefit
checks, one option might simply permit a higher top benefit rate. Another
option might permit all normal benefit amounts to be increased by a specified
number of dollars, or by a specified percentage. As to weeks of duration,
several alternatives should doubtless be specified, varying in liberality and
in cost. For instance, an employer might be permitted to add one benefit
week for each year of seniority the claimant had with him.

Let's get back to the financing of such added benefits. The electing
employer should douotless be required to pay some extra contribution rate
currently, in the year of his election and also in the following rate year-
during which special benefit determinations (already issued) would still
apply to his vworkers. Since the election options would vary in cost, they
might well carry varying price tags. But any extra contribution rate thus
currently charged would not need to estimate or cover the full added cost
resulting from the election. That cost could be determined later, if neces-
sary; and might well be spread over a series of year, with the electing
employerts initial reserve as a safety cushion. The actual cost would be re-
flected in his regular experience rate, for each of a series of years-since any
added benefit costs vwould (at least in most states) be a regular part of the
employer's experience record.



In the thirty-two reserve ratio states, for example, the electing
employer's cumulative all-time contribution and benefit experience would con_.
tinue to be reflected br his reserve ratio, w,rith his future contribution
rates affected accordingly. Sooner or later any electing employcr-with a
good enough record to meet the law's threshold requirement-would thus be re-
quired to foot the bill for all his benefit costs, including those resulting
from more generous benefit payments under his election.

If no such channel is provided under the -state laws, the widespread de-
mand for greater security against wage losses while jobless may result in a
nelr and separate system of supplementary unemployment benefits (named guar-
anteed annual wages), paid through separate administrative machinery fro-m
separately created and financed unemployment reserve funds.

Paying added unemployment compensation benefits through separate machin-
ery and from separate funds sounds like needless and wrasteful duplication of
effort and expense. I believe the state laws and agencies could, through the
approach I have outlined, do the job both better and cheaper. At any rate,
I wrrould like to see an unemployment compensation alternative available-so
that an employer could elect to have above-arerage benefits paid to his
workers from the state unemployment fund, at his expense."
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RECENT MENDS IN EXECUTIVE APPRAISAL

The assig.nment of writing a brief paper on the above topic has forced me
to take a look at the forest as well as the trees. Accordingly, I am privileged
to record sore observetions as well as speculations on this ever increasingly
important area.

-he most certain trend is theat more companies are becomina interested and/
or involved in a variety of techniques known as executive a?,praisal. This
applies not only to our industrial giants but to ramch smaller compa.nies.

It should be made clear, however, that no perfect executive appraisal
method exists at the present time. Some techniques appear to be better than
others but management must be cautious or. else they will mnistake enthusiasm for
validity.

Another trend that is observable (and this may be a personal reflection)
is that more management people understand that a psychologist can work without
a couch. More vsychologists are beginning to talk the language of the business
man and not frighten him b- using terms that often are not even clear to other
psychologists. Such a condition affords the basis for communication, under-
standing and mutual trust.

A psychologist can rather objectively describe the executive and attempt
to *redict his most likely behavior. This should be his role in executive
appraisal. It is for management to offer the criterion. It is for manage-
ment to make the decision to hire or promote after the psychologist offers his
report.o

In the rmany hundreds of appraisals in which I have been involved, I have
vet to find a man vrho could be clearly described as either perfect or totally
tncompetent. There are always shades of gray - someti-mes brighter and some-
times darker. As a result, psychologist and manage-ment must confer. The
conference clears up many questions and leads to management's decision.

To be more specific concerning trends in techniques, the following obser.
vations are offered.

1. The application blank has been extended and now includes material
furnishing leads into motives, interests, aspirations, and personality
structure of the candidate. Then such data are gathered, they can be
appropriate aids in the appraisal process.

2. Interview procedures are becoming "sharper." They tend to be m.ore'.tunguided" and more revealing. It is no longer necessary to have the
long list of prepared questions to throw at the candidate. A good
interviewer can keep an applicant talking for an hour or more bv
merely nodding at the appropriate time and say.ing so-mething like,
"tell me more about-..." etc. Variations in group interviewing sit-
uations are apuearing on the scene and the data obtained as a result
are of an interesting and different sort.
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3. Test procedures are becoming more appropriate. The "easily fakeable"
tests no longer assume the importance they fornerly had. -Then used
at present they give different leads from those for which they were
originally intended. Projective tests are being used and provided
they do not become elevated to the level of a "religious cult" they
can be of some help&

4. The argunent of the clinical versus the psychometric approach still
continues. "uch of this is a reflection of the personality of the
sponsors of the particular view, rather than clearly establishing the
unequivocal good or bad in the technique itself.

5. Either because of the unconscious desire on the part of some for a
simplified unity or because management wvants a perfect short cut that
is inexpensive, we still have people offering "the fountain of youth"
for the "pot of gold". No single short test will ever predict some-
thing as complex as an executive and let us face it.

6. Personality dimensions describing executive ability are becoming
descriptions of behavioral and situational interactions rather than
isolated and individual traits. Perceptual flexibility, consideration,
initiating structure, empathy, etc., are concepts taking the place of
extrovert, dominance, persererance, etc.

7. The eclectic point of view in wh'ich varieties of techniques are used
by a team of psychologists gathering independent data shows consid-
erable promise.

8. A report attempting to describe leadership potential, relations with
others, work characterilstics, achievements, family problems, personal
adjustment, interests, values, reaction to pressure, aspirations, and
intellectual level-its drive and use-can form the basis for apprai-
sal of an executive in a better fashion than test scores or psychiatric
terms.

9. A future trend should encourage more research so that we can have a
better criterion or series of criteria against ,rrhich to check our
results.

To briefly summarize, psychologists can help management appraise executives,
provided they recognize and delimit their role. Incidentally, the same goes
for management. W1,Tith clearly defined roles, and as a team., executive appraisal
will become better and ever more widely used.
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A U T O M A T I O N

1. What is automation and is it really a new or discontinuous development
in industry?

a. What is the origin of the term?
b. Is it just more mechanization?
c. Is it a second Industrial Revolution?
d. Why are "thinking machines" attracting so much attention?
e. How are "feed-back control" and the "automatic factory" related?

2. What is automation for, what are its objectives?

a. Can it produce things not now produced?
b. Can it do better and cheaper the things now done in industry?
c. Is the replacement of human labor its main objective?
d. What influences are impelling automation currently?

3. VWhat are the basic components for automation?

a. What kinds of control are necessary for industrial processes? VWhat
kinds of devices have been evolved to handle control problems.

b. In what way are communication and mass data processing developments
essential to progress in automation? Whlat are computers and what
is their role in automation?

c. 7Uhat is meant by "system design"?

h. Are there different types of automation? Different degrees?

a. Is the usual production line an example of autornation?
b. Some people distinguish between ttDetroit-t-.tpe"t automation arid "true"

or "full" automation. Is there really a difference?
c. Are "unit operation" machines and flexible programming necessary for

automation?

5. Where is automation applicable?

a. Is it applicable in merchandising, conmunication, transportation,
etc.?

be It has been suggested that ultimately there may be more automation
in paper work than in production. Is this probable?

c. In which manufacturing industries do the best opportunities for
automation exist? Why?

d. Are size of Plant or size of firm important considerations?

6. Which of these possible obstacles to automqation are m-ost serious? Why?

a. Cost of equipment
be Imnportance of style factor in products
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c. Inflexibility of production rates and output composition; demand
for special products or variations.

d. Lack of standard equipment for automation
e. Length of time required to design and install automated production

facilities
f. Fear of complexity and consequences of breakdown; doubt regarding

equipment reliability
g. Need for retraining production workers
h. Opposition of labor organizations'

7. In deciding whether or not to go into automation, wkrhat are the chief
factors management should consider?

a. Nature of the product
b. Market potential
c. Methods and equipment in current use
d. Cost and availability of automation equipment
e. Availability of technical tal.ent
f. Effect on labor force and supervision
g. Reaction of unions
ho Other

8. What product and process design problems are presented by automation?

9. Why do some authorities argue that piecemeal automation is unteise, if not
impossible?

a. Because of interdependence of operations?
b. Because of duplication of effort?
c. Because of interruption of production for relayout and equipment

installation? I

10. Are there any special problems to be foreseen in the adaptation of manage-
ment to automation?

a. Will management's problems be increased or decreased?
b. Vill different kinds of management ability be required?
c. Will present methods of organization be appropriate?

11. In w-hat ways will automation affect the structure of industry? Specifi_.
cail .jivill. it:

a* Increase or decrease concentration of economic power b.r resulting in
fevrer larger firms or -wre smaller ones?

b. Put segments of some industries at a competitive disadvantage?
c. Lead to overcapacity and imbalance?
d. Change relations betmreen suppliers and users of industrial products?
e. Alter locational patterns?

12. Will widespread technological unemployment accompany increasing application
of Automation?
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a. Will the rate of introduction allow easy adjustment?
b. Will more jobs be created than are destroyed?
c. Wlhich jobs will be affected? Routine and unskilled, primarily, or

others?
d. Which workers will be affected? Older workers, primarily, or others?

13. Tiow will the conditions of work be changed for the individual employee
under automaation?

a. Will jobs be upgraded in terms of skill requirements?
b. Will job satisfaction be raised or lowered? Will monotony and bore-

dom be increased or decreased?
c. Will the social structure of the factory be changed by reduction in

number of workers? Will social isolation be important?
d. Will there be special problems of personnel selection and training?

114 What are the implications of automation for industrial relations?

a. Will unions generally oppose its introduction? Attempt to control it?
b. Will unions press for guaranteed employment and/or wages, stringent

seniority provisions,. retraining programs, severance pay, and other
safeguards against the impact of automation?

c. What will happen to total union membership? To internal structures
of unions?

d. H-ow will wage structures be affected? What vill happen to incentive
plans?

15. If automation results in generally increased productivity in industry,
how should the gains of productivity be shared?

a. Higher wages?
b. Shorter hours?
co Increased benefits?
d. Regularized employment?
e. Lower prices?

16. What significance does automation have for the average consumer?

a. Does it promise higher living standards through increased production
at lower prices?

b. Will product variety be limited?

17. If atumoation greatly increases industrial productivity and allows the
work week to be shortened drastically, will "excessive leisure" create
social problems?

18. How soon will automation be extensive in American industry?

a. Within ten years?
b. Longer thai ten yearp. but sometime?
c. Never?
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RECENT TRTDNDS IN TTEE PRIVATE 1?.1\NSIO)NS MOVE7!M.EN4T

The private pensions movement in the United States has its origin in
some of the early attempts on the part of employers to improve the efficiency
of their operations by superannuating their older employees. The rationale
for such a policy has assumed many forms and the literature of pensions is
replete with arguments to the effect that pensions are (1) gifts of grateful
employers ttin recognition of long and faithful service"; or (2) pensions
represent the cost of "human depreciation't in much the sa-me manner that
depreciation allowances are made for worn-out machinery; and, more recently,
(3) pensions ought to be regarded as merely a special type of "deferred
wages". The pensions movement as we know it today vrould never have assumed
its present gigantic proportions under the influence of such philosophical
arguments. 1`re must look to more fundamental pressures if we are to explain
recent trends in this field.

While the pensions -movement is an old one, it was only since World War
II that it has wn at so explosive a rate as to make it one of the most
significant recent developments in our economy. Partly because of this rapid
growth, the administration of pensions has not been subjected to the same
kind of intensive regulation which is so familiar to the insurance industry
and other financial institjftions. Recent investigations have revealed an
almost infinite variety of pension arrangements and, in some instances,
abuses which have cast a shadow over a wide segment of the private pensions
movement,

The Size of The Pensions Movement

There is as yet no central body in the United States which gathers
comprehensive statistics on the growth of pensions. While the Treasury
Department releases data on the number of plans approved under the Internal
Revenue Code from time to time, the Bankers Trust Company of New York pub-
lishes some compilations, and the Institute of Life Insurance publishes
estimates on insured plans, the bulk of current pensions-the self-insured
or administered and trusteed plans--are presently unmeasurable.

The concensus of opinion among authorities in this field suggests that
at the present time there are approximately 13 million covered workers under
some 25,000 private pension plans. In other terms, about 20 percent of the
labor force is covered by some kind of formal pension arrangement. A dis-
tinction should be made, however, between coverage and eligibility. Elig-
ibility requirements vary significantly among pension plans. Ctence, the
number of eligible employees will be markedly less than the number of covered
workers. In a recent New York study it vwas found that approximately
80 percent of covered employrees are eligible for benefits under the plans swr-
veyed. Perhaps even more important than the question of eligibility is that
of qualification for benefits. The pay-out rate is the crucial test of the
pensions movement Currently', it is estimated that about 1 in 6 recipients
of OASI benefits are also receiving pension supplements. Clearly, this ratio
should be much higher. No one knows wshat the volume and composition of the
assets of private pensions are, but it would appear that the aggregate figure
on invested pension fund assets approximates $20 billion.
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The New York Insurance Department in a recent report estimated that the rate
of growth of pension funds during the period 1948 to 1952 was about 500 per
cent. This is probably higher than the current rate but serves to indicate
the potency of pensions as a savings medium.

Factors Which THave Shaped the Growth of Private Pensions

In the most general sense, it would appear that the principal determ-
inant of the growth of the private pension movement has been the expansion
in both numbers and organization of the labor force, and the full employyment
economy which has accompanied this expansion. During the past trenty years,
trade union membership has expanded from some 4 million members to more than
17 million. As a percentage of the civilian labor force, union members were
7 per cent in 1936 and at the present time they represent more than 26 per
cent. Vore specifically, the pertinent factors in the growth of the pen-
sions movement would include (1) the favorable social-political climate,
(2) the goverunent's labor policy, (3) the high level of corporate taxes,
(4) the high level of corporate profits, and (5) the diversion of labor's
attention from increased wages to "fringe benefits".

le The Favorable Social-Political Climate. The past quarter century
has been an era of strong security-consciousness. The United States did
not forget the economic and social consequences of the great depression of
the thirties. In the general desire to alleviate the hardships arising from
a general lowering of the standard of living, most programs of social in-
surance and institutions for the development and support of income-mainten-
ance security have been encouraged. The climate of public opinion has been
most conducive to the growth of private pensions.

2. The Goverment's Labor Policy. The Federal Government has for
many years adopted pol stoward labor which have had the effect of
granting substantial exemptions from a number of the laws which curb the
organizing power of big business. Such legislative exemptions as those of
the anti-trust lawfs have enabled American labor to act in concert in many
areas of wage determination. Labor's demands tend to come in waves with
simultaneous pressures on all large employers for the particular program of
the day. Subsequent to the Inland Steel Decision and the cases which
followed, a virtual flood-gate weas opened and pensions wvere a principal
issue at the bargaining table. The momentum of such waves of activity can
perhaps be effectively measured by the flow of articles and books on the
subject published between 1949 and 1954. The Guaranteed Annual Wage has
supplanted pensions as the current focal point of wrage negotiations. The
Federal goverrment has cast a friendly eye in the direction of labor's
various drives. More recently, there is good ground to question whether
there has not been a shift away from the prevailing pro-labor orientation.

3. T High Level o orateTaxes. Contrary to a widely held
belief, the Internal Revenue Code did not begin its favorable tax treat-ment
of pension contributions by employers only in recent years. As early as
1921, payments into a pension fund were tax deductible. The radical contri-
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bution of the 1942 Act was to permit the deduction of payments into trusts
for accrued liability or to render particular plans sound in an actuarial
sense. The high tax rates of the post w.ar vears made pensions a likely
way to spend cheap dollars for employee benefits. One authority has pointed
out that at 1953 tax rates, for example, an employer in the top excess pro-
fits tax bracket could have contributed one dollar to a qualified pension
fund at a net cost of only 18 cents. Pension dollars were and are cheap
dollars.

4h High Corprate Profits. It goes iithout saying that the cost of
pensions can only be met if business prospers. The United States has been
in a sustained economic boom for almost fifteen years now, and profit levels
have been adequate to meet the increasing demands of labor. The very exis-
tence of profits provides incentives for even greater pension benefits.

5. The Digression from Wages to Pensions. The Inland Steel Decision
is a landmark in the history of pensions. ile commonly regarded as
establishing a loop-hole for indirectly increasing wages in an era of wvage-
controls, its ramifications are far deeper than aopears at first glance.
From the management standpoint, the great merit of pensions is that it per-
mits a smooth superannuation program for older employees without disturbing
morale or creating ill-will. Perhaps the strongest point made on this score
is the fact that each retirement creates an opportunity for numerous pro-
motions. The vitality of any organization is sapped in the absence of some
mechanism for removing older and perhaps less productive employees from
positions of authority and respondibility. In 1945 the Inland Steel Company
established a unilateral Past Service Pension Trust providing for the com-
pulsory retirement of employees on the January 1st nearest their sixty-
fifth birthdays. The union protested on the ground that this mandatory
retirement provision was tantamount to dismissal Mithout cause and the
N.L.R.Do trial examiner held that the pension and retirement policy was a
proper subject for collective bar7aining. Not only was labor free to bar-
gain on pensions, it was also free to fight the policy of mandatory retire-
ment at any definite calendar age. The Inland Steel Decision represented
a double victory for labor. The expansion of industrial pensions subsequent
to the Inland Steel Decision is in large measure a result of labor's drive
to exploit its legal position.

IWhile the doctrine that pensions are a form of deferred wages has
received the sanction of the courts, some of its implications have not
apparently been explored in pension negotiations. For example, the con-
cept of deferred wages implies rights which have already been earned. This
would sunrest that pensions should be both fully and immediately vested-
a provision found in a very small minority of cases. By the same tokens
there should be full funding to the extent of the wage increase which is
presumed to have been earned, and a fund should be created to provide the
deferred benefits in such a manner as to be beyond the control of either
employer or union. In the absence of such,i provisions, a pension becomes a
contingent right rather than a payment of "deferred wages".



4.

The Prospects for Futune Pension Growth

While the growth of pension plans, coverage and funds will undoubtedly
continue indefinitely Lnto tPe future, there is reason to believe that the
movement has passed be rond the point of its maximum growth.a rate under pre-
sent circumstances, A number of reasons may be cited in support of this
generalization.

A high degree of narket penetration has already been established by the
thousands of pension plans currently in existence. Those employers who
wvere most susceptible t, the movement because of their size and ability to
pay have already introd iced pension plans. The remaining market comprises
smaller firms who are either more resistant or less capable of assuming the
burden of pensions, and larger firms whose plans provide less generous ben-
efit provisions than those of their competitors. In the case of the smaller
firms, the degree of unionization of employees is relatively low so that
there is reduced pressure from this source.

The introduction of the Taft-Hartley Act ushered in a new era in the
labor policy of the American Government. The almost unbridled power of
labor has become subject to an increasing variety of restrictions in recent
years which may serve to 'rreaken the force of labor's bargaining activity.

Union activity has shifted away from pensions to other issues. The
pre-occupation with the Guaranteed Annual Wlage and disability benefits for
retired workers which seems to lie just over the horizon has also removed
some of the momentum from the pensions drive.

Corporate income taxes have been easing off somewhat with indications
of further reductions to come. One of the significant consequences of such
a tendency is to make the cheap pension dollars of recent times increasingly
costly. The opportunity costs of pensions will probably continue to rise so
that management will adopt a more reluctant position toward the expansion of
pensions than they have heretofor held.

Finally, vre should take note of recent developments in the reg-
ulatory field arising out of the various state and federal investigations of
welfare funds. The countless instances of abuse in the ad-ministration of
pension plans have given rise to demands for codes of standards in this
field. The introduction of such standards will in all probability serve to
render it increasingly difficult to install pension plans with the wide
variety of administrative arrangements in use at the present times Stand-
ards may well serve to restrict the growth of at least the more irresponsible
pension agreements.

The Security of Pension Benefits

The security of pension benefits is perhaps the most critical current
issue since the promise, of the fund or insurer, if impossible of fulfillment
is meaningless. Few people understand the peculiar nature of the deferred
liability in pensions. The pension promise, if it is to be realistic, must



50

be based upon a definite set of assumptions about future mortality, interest
and expense rates, and this is the one area of insurance in which the im-
proving health conditions and longevity of the population can wvreak havoc.
Recently, the problem was summed up in an article entitled "Nothing Good
Fver Seems To Happen To Pensions". Essentially, the security of a pension
plan is a by-product of certain administrative and financial features of
the system. These include: (1) the contractual status; (2) the method of
financing; (3) the method of funding contributions; (4) the actuarial basis;
and (5) the vesting provisions.

1. The Contractual Status of the Plan. From the standpoint of their
contractual basis there are essentiallytr only three types of pension plans:

A. Insured Plans. Insured plans offer the important advantages
of having a third party accept the obligation of meeting pen-
sion comrritments with all of the assets of the carrier stand-
ing behind the promise, and the additional source of security
derived from the rigorous regulation of insurance carriers by
the state. For the employee there is the certailnty that his
income will be continued for life at some pre-determined
amount; for the employer there is the certainty of a guaranteed
minimum performance with respect to the funds contributed;
through surplus distribution the employer is guaranteed the
benefits of a sound investment policy. Not all of the advant-
ages lie with insured plans however.

B. Trusteed Plans. Trusteed plans established under irrevocable
pension trusts also represent a third party arrangement, but
in this case the relationship is a fiduciary one. The trustee
cannot offer any guarantees with respect to benefits payable
under the plan. He can merely collect contributions, invest
them as best he can and pay out benefits to the extent the
fund's assets permit. In the event that the investment policy
of the trustee is unsuccessful or, because of the popularity
of common stocks, should asset values fluctuate sharply, the
trustee assumes no responsibility. The trusteed plan may be
as sound as an insured plan in most respects, but there is no.
guarantee of benefits available to the pensioner, nor is the
trustee as stringently regulated as the insurer. On the other
hand, the trusteed plan frequently has the advantages of
flexibility of payments into the fund--an important consider-
ation for the employer in periods of economic stress. Also,
the trusteed plan provides better opportunities than do insured
plans for providing non-insurable benefits, realization of
gains from favorable experience, provision for greater flex-
ibility in plan changes and the exploitation of desirable
in,vestment opportunities.

C. Self-Administered Plans. These plans, sometimes called "self-
insured" plans are arrangements whereby the employer assumes
the burden of fulfilling pension promises as they fall due.
Frequently the employer makes no provision for a pension fund
but disburses benefits on a pay-as-you-go basis. Obviously,
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this is the least expensive plan in the short run and permits
unlimited flexibility in all of its administrative and fin-
ancial features. From the standpoint of the employee, his
pension is completely at the mercy of the fate of his em-
ployer's business. This is not intended to suggest that self-
administered plans may not be as sound as those established
under trusteed or insured arrangements, but rather tha.t the
degree of uncertainty is greatest for the employee.

2. The Method of Financing. The pension plan may be on a contributory
or non-contributory basis from the standpoint of contributions to the fund.
In the case of a contributory plan, both the employer and employees make con-
tributions to the fund, whereas in the non-contributory arrangement only the
employer makes payments into the fund. The principal advantages cited for the
contributory plans are (1) increased benefit levels since the plan can pro-
vide more favorable features than can one in which the employer makes equal
payments without employee contributions; and (2)the contributory plan gives
a greater degree of incentive to employees to safeguard their interests than
would otherwise be the case. At the same time, it should be observed that
the union movement, in keeping with its philosophy of pensions as deferred
wages, has fought for non-contributory plans. In New York State, about
95 percent of all union negotiated plans are on a non-contributory basis. A
recent report by the California Department of Industrial Relations shows that
in January of 1955, some 72 percent of workers covered under union negotiated
plans wnere under non-contributory systems.

Since pensions are characteristically defined in terms of some percent-
age of average wrrages over a particular period, it would seem logical to
suppose that contributions would also be stated as a percentage of wages.
This is not the case. Most frequently, the contribution is expressed in
terms of so many cents per hour, per ton or as a percentage of hourly wvages.
These measures, while convenient at the bargaining table, have little refer-
ence to the obligation being purchased. By,r the same token, profit-sharing
plans, since they relate only to the success or failure of the individuial
employ,rer, have no bearing on the security of the fund. Each of these alter-
native measures of the contribution unit has a clear-cut rationale, but
clearly most are inappropriate if the security of the pension promise is
paramount in importance.

3. The Method of Funding Corntributions. The promisor of a pension
has four alternative methods of meeting tie costs of a pension plan. The
plan may be (1) fully funded; (2) partially funded; (3) terminally funded;
or (4) unfunded.

A. Full Funding. The full funding method consists of making pay-
ments currently for all of the pension rights accruing to
employrees, in addition to paying in full for the past service
rights of older employees. Full funding may be achieved
either by establishment of trust funds or the payment of
anDropriate premiums to an insurance company. This is the most
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expensive form of financing since it requires immediate payment f
the heavy burden of past.*service incurred liability. It has "been
estimated that the past service liability for all American
industry is about $65 billion at the present time.

B. Partial Funding. Partial funding generally consists of
setting aside fnds to cover currently earned benefits and,
in addition, to meet part of the burden of accuring past ser-
vice liability. This method is much less costly than full
funding but leaves the employer with the burden of increasing
pension costs as the plan matures.

C. Terminal Funding. This method requires that the employer set
aside sufficient funds to meet the obligations only of those
persons already retired. As soon as a pension begins, a fund
is established covering that pensioner's full entitlement.
The irmediate annuity is cormonly employed under this plan.
Terminal funding is less costly than either full or partial
funding since the only funds which need be set aside are those
for qualified employees. The other funding methods frequestly
entail excess payments into the pension fund because of under-
estimation of withdrawal or turnover rates on the part of
eligible employees.

D. Pay-As-You-Go. The least expensive method of meeting the cost
of pensions in the short run is the disbursement method where-
by benefits are payable as they fall due, and no atte-mpt is
made to create a reserve fund for the accuring liability to
active employees. This method is attractive to many employers,
but there is strong ground for questioning the quality of the
security tendered to pensioners. The abysmal failure of
assessment life insurance attests to the danger of the slogan
"Keep your reserves in your pocket".

h. The Actuarial Basis of the Plan. The cost of the pension promise
hinges upon a number of relatively tnpredictable factors which only come
into play many -years after the institution of the plan. 7hile the actuary
is not gifted with any greater foresight than the thoughtful business-man,
he can estimate vrithin broad limits the magnitudes of the factors involved
so that an approxinmation to ultimate costs can be determined. 3asically,
this involves assumptions relating to the future rates of mortality, interest
and expense. Additionally, forecasts may be required for rates of employee
turnover or withdrawal, deferment of actual retirement, changes in the age
and sex composition of the firm as well as employee contribution rates if
there be any. The most crucial factors all seem to be adverse to the pen-
sion plan. The past fifty years has seen a steady improvement in the
longevity of Americans vwith the prospect of further improvement in the
future as the secondary effscts of typhoid fever, diphtheria and other van-
ished diseases disappear from our aging population. The focus of medical
science on the degenerative diseases should serve to Lurther prolong the
lives of pensioners. Interest rates have suffered a secular decline in
America from the relatively high levels prevailing at the turn of the century.
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Also, we have been undergoing a long-term inflationary trend Which has
raised the level of business operating expenses substantially during the
past few decades. E:ach of these factors serves to raise the cost of the
pension promise. In the absence of an actuarial basis for estimating costs,
the security of the fund is seriously in question. All plans have equal
access to actuarial talent-the important consideration is that they use it.

5 Vesting Provisions. The term vesting as used in pensions refers
to the employee's right to retain the benefitsMhich have accrued from the
employer's contributions. Vesting rights are subject to a great amount of
variation in current plans. Thus, vesting may be immediate or deferred; it
may be full, partial or increasing; it may be in the form of a lup sum or
in a deferred paid up annuity without cash value. Finally, vesting may be
absolute or conditional. In their study of some hundreds of plans, the
Bankers Trust Company found that about 24 percent of plans studied had no
vesting provision whatever; 29 percent provided for vesting on the basis of
years of service only; 4 percent on the basis of age only; 38 percent on a
composite basis of age and service. Only 2 percent of the plans in this
study offered immediate vesting.

Vesting of rights is inherent in the notion of pensions as deferred
wages, but it is a costly privilege from the standpoint of the employer. If
the pension plan was installed wvith a view to providing benefits to workers
Who have given long service to the plan, or to help reduce the turnover rate
among employees, then the vesting privilege if freely granted would serve
to eliminate the desired effect. Employee mobility, if anything, would be
increased and the cost of providing pension benefits to short-term employees
would drain available funds from the purchase of the benefits of long-
service workers. Vhile vesting rights appear to be on the increase, it is
unlikely that the number of pension plans with immediate vesting will ever
comprise a significant proportion of the total.



1NW DEVELOPEENTS IN P&NSION PLANS

Bibliography

Ackerman, Lawirence J. and *alter C. L4cKain, Jr. "Retirement Programs for
Industrial ujorkers," Harvard Business Tleview (July - AXugust 1952)

Bankers Trust Company, A Study of Industrial Retirement Plans, b!ew York, 1'

Couper, J.alter J. and RoTer Vaughan, Pension laning: Experience and
Trends, Industrial Releations Counselors, Inc., i%ew York, 1954.

Hurff, George B. (Ed.) Econom'ic Problems of Ltetirement, University of
Florida Press, vaitesville, 1954,-

`cGill, 0an I. Fundamentals of trivate Pensions, Richard D. Irwin, Inc.,
Homewood, Illinois, 1955.

New York Insurance Department, Whose Welfare? A iieport on Union and
Employer TTJelfare P'lans in 5.ew York, 1954.

The Journal of the American Society of Chartered Life Unde,rwriters

Ackerman, Lawrence J. "Arbitration--A Facet of -eension -Planning
and Administration," June 1952. (Treats the Inland Steel
Lecision and its impact fror. the standpoint of arbitration
in pension plan matters.)

Black, iAenneth Jr. "Group Annuities Under tlhe Immediat,e Participation
Guarantee Contract," Spring 1954. (A discussion of the pros
and cons of insured vs. trusteed plans and the ways in which
insurance companies are introducing flexibility into their plans
undec the stress of competition.)

Goldstein, I eyer I:. "Current Problems in "'ension ?lans," June 1952.
(,! resume of the kinds of topics discussed in the text under
the neneral heading of "Security")

LcDonald, Ldwin C. "i`othingr Fortunate 'Lver beeins to hapen to a
Pension Fund," Sp)ring 1255. (A discusSion of the probler of
increasina longevity as it affec-ts costs,.)

Peterson, Hay 1. "Certaiinties and Unlcertainties in Pension Planning,"
Winter 1953. (The pros and cons of insured vs. trusteed plans
by an insurance company executive.)

Solenbero;er, t-illard E. "Pension -rooranmini from a Labor Viewrpoint,"tSpring 1954. ()cme background and objectives.)



W-lIorkshop on

P R O B L ET;. S I N I N D U S T R I A L R B T I R E I E T

September 2, 1955 Colonial Room

Discussion Leader: CURTIS C. ALLER, Assistant Research
of Industrial Relations, University
Berkeley

Economist, Institut*
of California,

Pane:GLENN A. BiO7E1RS, Supervisor of Conciliation, State
Conciliation Service, Los Angeles

JOHN T. EHUMESS, lianager, Emr,ployee Benefits, Crown
Zellerbach Corpora.tion, San Francisco

LL. LAIRD, Janager, Benefits iDivision, Personnel
Departrment, Standard Oil Company of Califonia,
San Francisco

DAVID SOASH, Employee -Relations hanager, .erchants
and iLanufacturers Association, Los Angeles

lPanel:



OUTLINE OF REITRITTTT?ORKSIIOP

A. Introduction

This rorkshop will be focused on a narrow band of issues directly re-
lated to retirement. These are three in number: fixed, normal, or flexible
retirement age; pre-retirement counseling; and company responsibility for
the retired employee. TWe are excluding the intimately related questions
concerning pensions, covered in another wvorkshop, as w;ell as the broad area
of the employmnent problems of the post-45 age group. Our discussion assumes,
of course, that the employer has an adequate - by todayr's standards -
retirement program in effect.

B. Why Worry About Retirement

Frequent concern has been expressed about the economnic costs of sup-
porting a growing body of aged. These costs are borne by ihdustry either
directly in the case of pensions and Social Security or indirectly through
taxes for public assistance. Continued emplovment of the older worker, it
is argued, would add to the total output thereby making these workers self-
supporting rather than a drain on our economy. Though the problem of po-
tential economic vaste is important its gravity is not as great as sometimes
alleged. Presently there are slightly over 12 million past the age of 65
in our population and this group is expected to reach 18 million by 1980 and
21 million by the end of the centur-y. NIevertheless the relative importaxnce
of this group will not change greatly from its present eight per cent of
the population if the high birth rate of the past 15 years continues.

Moreover, the potential loss of manpovrer within this group is not now
large. Nearly three of the twelve million today are still in the labor
force. Of the remainder, a recent study by the Institute of Industrial
Relations at Berkeley shows, less than 300 thousand are both in good health
and interested in full or part-time work.

If wve broaden the question somewhat to include other dependent groups,such as the young and disabled, then the economic wtaste agrument is weakened
further. Assuming continuation of present birth rates and present dis-
ability rates it appears that the total of all dependent groups wfill remain
a relatively stable proportion of the total population for the next 25
years. Thus the burden on the working population will remain the same and
with increased productivity will become lighter as we go.

Nevertheless, the problems merit our attention as (1) there appears to
be some waste in our failure to utilize all of our potential manpower,
(2) more of the aged group may be able in the future to work than is the case
today as health and education standards improve and (3) the spread of a
policy of fixed retirement at age 65 could result in a sizeable economic loss
in view of the numbers now working past that age.

However, any possibility of economic waste rests upon an underlying
assumption of continued full employment, The Social Security Act was orig-
inally justified in many quarters precisely because it opened up the
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possibility of removing the older worker from the labor force, thereby
making jobs for younger, unemployed workers. Conceivably, therefore, our
thinking on this subject will vary writh the stage of the business cycle.
And since individual industries will continue to experience varying employ-
ment demand, some expanding wrhile others are declining, the retirement age
might wrell be tailored to this individual experience.

Much of the objection to compulsory retirement arises from the belief
that most workers in our society do not want to retire unless impaired health
conditions require it. In support of this view it is pointed out that the
average retirement age under the Railroad Retirement Act is 69 and under the
Social Security Act during l950, 69 for men and 68 for women. U. S. Steel
has reported that only 40 per cent of its employees retire at normal retire-
ment age. Another large steel company reports that its average retirement
age is over 69 with 1,194 out of 3,532 pensioners having retired at age 70
or more. At Ford M4otor Company, of some 5,000 workers eligible to retire,
3,000 are reported to be staying at their jobs. These figures may, of
course, reflect economic pressure rather than any strong desire to continue
vork. General Electric, for example, has reported that 36 per cent of its
workers retired at the earliest possible moment, from 1 to 5 years before
compulsory retirement age, and Socony Vacum Oil Co. has found that its
employees retire on the average at 63 instead of wmaiting for the compulsory
age of 65.

If a substantial proportion are compulsive about working and cannot
adjust satisfactorily to retirement, then it may be asked wvhether permitting
their continued employment for some years might not provide the easiest and
happiest solution to their psychological problems. On the other hand, it
has been contended that these psychological problems arise because of the
great stress our culture has placed on work and that these will diminish as
a new generation used to the additional leisure of the 40 hour week
approaches retirement age.

Even so, retirement eventually arrives for some and poses for the
emplover the questions of whether he can lessen "?retirement shock" by prior
counseling, what is the content of such a program and what methods should
be used? Finally, does the employer have any further obligations during the
retirement years?

C. The Retirement Age

Briefly there are three approaches to this hotly debated issue: to set
a fixed retirement age, usually 65; to establish a normal retirement age of
say 65 vith compulsory retirement later at age 68 or 70; to leave retire-
ment entirely flexible.

The reasons customarily advanced for a compulsory age are as follows:

1. Discretion hurts those who are retired as it is impossible to
prove objectively why one is retired and another isn't, leaving
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the retired group with feelings of resentment. Since objective
criteria are not available, judgement is essentially subjective
and may damage morale in whole organizations.

2. Compulsory retirement is simple to administer, requires a min-
imum of paper work, no production records to analyze, no debates
take place, and grievances dontt arise.

3. In absence of a fixed age it is all too easy to keep on in-
efficient workers on the basis of past performance with possible
cumulative effects disasterous to the company. Also, problem
personnel are easier to eliminate.

4. A fixed age is necessary to secure adequate preparation for retire-
ment as otherwise workers let planning slide.

5. Pro-motional channels wrill otherwise be blocked and the company
will lose the services of ambitious younger workers who will look
elsewhere for jobs. Allied with this is the idea that "new blood"
is essential for the health of the company.

6. Forecasting of future personnel needs is made difficult without a
fixed retirement age.

7. The worker should have a period of rest at the end of his life
while he is still physically able to enjoy it, and fixed retire-
ment ensures this.

Those who urge a more flexible retirement policy usually stress the
following arguments:

1. The majority of emplo,yees resist retirement wJ[hen they are still
able and willing to wiork, and compulsion lessens the vorkerts
"tgood will" towYard the company.

2. The sharp reduction in income and living standards vwhich retirement
brings creates hardship and resentment.

3. Compulsory retirement ignores important individual differences in
capacity as well as job requirements. Chronological age is not
an accurate measure of an individual's physiological and psycho-.
logical age.

4. Compulsory retirement is costly and wasteful for the company, the
individual, and the economy.

5. The emnphasis on administrative ease exaggerates the dangers and
overlooks the possibilities for an effective exercise of judgement.
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Some of the Issues Involved

1. Are there some arguments for compulsory retirement, e.g., opening
up promotion lines, w,hich are valid for the management group but
not valid for the non-supervisory group?

2. If a fixed retirement age is on balance desirable, why age 65?
Should this be increased or lowered in the future?

3. Some alternatives suggested for compulsory retirement are these:
a set normal retirement age with optional earlier retirement;
permit employees to retire over a span of years with benefits
based on years of service at the time of retirement; provide a
span of years for retirement but provide for full benefits at the
beginning of the span and no increase in benefits for years worked
beyond this date; permit employees to retire before the normal
date and require company consent to continue past this date up to
some fixed maximum.

4. If health and competence are accepted as the basis for retention,
how can they be determined in individual cases? Can objective
evidence be secured easily and economically? ATVould the results be
acceptable to the employee, and employer, and the union?

5. To vrhat extent can downgrading, job redesign, and shorter hours,
permit the retention of older workmers aft`r normal retiretheti *<9'
date?

6. If some optional system is adopted permitting retention past the
normal retirement age who should make the decision? Would a
panel consisting of the plant physician, a representative of the
personnel department, and the supervisor be required? Should the
union be given a voice? w"vould such a panel work efficiently and
harmoniously? 7.Tould its decisions be acceptable to the employee,
the union, and the employer?

D. Retirement Adjustment -- Some of the Issues Involved

1. What are the respective responsibilities of the individual, the
company, the union and community agencies in preparing the indi-
vidual for adjustment to retirement?

2. Should the company rely entirely upon indirect means, i.e. encour-
aging thrift, articles in house organ, hobby shows to stimulate
new interests, and preventive health checkups? Is counseling
needed? Wlill it be viewed as paternalism and uncessary meddling?

3. What should be the objective of a counseling program? Will these
objectives be mutually acceptable? Hoow can the effectiveness of
the program be measured?
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4L. Who will conduct the program4 the supervisor, the physician, the
personnel department, outside agencies, or the union?

5. When should the program begin - one, five, or ten years before
retirement? How many conferences should be held? Will they con-
tinue after retirement? 'That training or experience is required
for counseling?

6. How should the counseling be conducted - individual or group
basis? Should wives be included?

7. What should be the content of the program -explanation of ben-
efits, solely or extension to include problems of living arrange-
ments, activity substitutes, family relationships, and health?
How far should the counselor go?

8. Should the program be the same for executives and workers?

9. How should special problems be handled, i.e. the "job centered"
employee and those who found personal adjustment difficult in
earlier life?

E. Post-Retirement Programs - Issues for Discussion

i. What are the company obligations to the retired wiorker? Is "out
of sight out of mind" good business?

2. The channels for a continuing relationship between a company and
its retired workers were summarized in a recent study as follows:

a, Publications and other written material.

b. Service clubs, special events of the company, and pensioners'
clubs.

c. Visiting programs, offer of continued counseling, and mainte-
nance of a cumulative case record on the pensioner which may
be used to determine if special assistance is needed.

d. Continuing benefits and use of company facilities,
What are the advantages and disadvantages of each of these pro-
grams?

3. If the above is done, does this mean that the Company is assuming
too many of the functions of the individual, the family and the
community? What can the company do to make community facilities
more nearly adequate to meet the needs of retired workers?



PLAvIIsG A_JJAD FOR I' TI,:i,.i. *

By Lee Lairdc
lanager, Benefits Division, Personnel Depertment

Standard Oil Company of California

In spite of mounting interest in retirement, the number of
companies offering pre-retirement counseling is still very
small. The program described in this article starts, for
each employee, ten years before his retirement, thus sour-
ring him to begin planni g far enough ahead to be really
helpful.

Standard Oil Company of California has for man,r years pursued a
policy of normal retirement at age 65. For that reason, a program
looking to the welfare of employees after retirement has alw.xays
been an intregal part of personnel department activities.

Prior to 1952, this program, administerecd largely by the
Benefits Division of the personnel dee.-rtment, was concerned pri-
marily with preserving the financial security of the employees.
The medical department was interested in their health.

On the financial side, our communications to employees about
retirement included the f ollowing:

1. First--an attractively printed boolklet describing our
annuity plan after 10 months service.

2. A year later, a statement telling him how many dollars
he has contributed to the plan, anc' a like one each year there-
after.

3. After 10 years, an annual statement showing both his
contributions and his total annuity credit accumulated to date.
From this statement he can project his annuity to retirement if
he wishes to do so.

4. At any, time, an employee may consult his supervisor or
a personnel representative to discuss his annuity or other
benefit plans.

5. An employee, after 20 years of service, may write in
for an estimate of annuity on any basis requested.

*Reprinted from The Personnel Journal, Vol. 33, ]'To. 2, June, 1954
Printed in U.S.A.
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6. One year before normal retirement date, the employee
receives a letter in complete detail about his annuity, life
insurance, and hospital and medical plans available to him after
retirement. At that t ime he also has a personal interview and
discussion with his supervisor or personnel representative.

7. At retirement date, he receives a. personal letter from
his d.epartment executive giving him in complete detail all the
facts about his annuity and other benefits.

On the health side, the employee has a medical expamination
every other year up to age 40; after that, a yearly examination.
Particularly after about age 55, our doctors point out desirable
health objectives for older people such as weight reduction,
moderation in exercise, etc.

That was our program until 1952, and while it was of definite
help, our studies, started in 1950, showed that other problems
were not being covered. Although there has been mounting interest
in this subject, the number of companies offering preretirement
counseling programs is still very small. A survey of 2100
members of the Sales `xecutives Club of New York showed that only
13 per cent of the companies represented had done anything to
help prepare their older workers for their retirement--although
94 per cent of the companies believed that something should be
done. (From "Industry and Its Older ?1,3mployees" by 1Iilma Donahue,
a paper presented at Hillyer College, Hartford, Conn., in 1952)

During 1950 and 1951 several large flestern companies intro-
duced programs designed to prepare employees for retirementa
These were all experimental. A few took the form of group couns-
eling, others a series of pamphlets available to employees, others,
intividual counseling. We tallked to some of the administrators
of these programs in the flast lNone of them seemed to fit our
requirements, so we decided to develop our owm.

HOWf TSTE PROGRA11 3S DEVILOFED

Standard wanted its plan to be: (1) d e ; (2) Flexible
so that it could be used by an employee in an isolated area or by
a group of employees in a concentrated area; (3) Promptl available
to all employees age 55 (men) or 50 (women)--so they may initiate
planning sufficiently ahead of time to be effective.

After a thorough study of available material, the Benefits
Division prepared a series of four letters d.evoted to the various
phases of "Planning Ahead for Retirement". To these letters were
attached forms, folders, reprints, and aiOamphlcts on pertinent
topics. A loose-leaf binder also was given to employees in which
to place this material as received.
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Before this pro.ram was made available to employees, approx-
imately 500 retirement advisers were apoointed among supervisors
throughout the comp!any anld a soecial handbook was published. to

assist them with their counseling activities.

The material was carefully reviewed by departmental reopresenta-
tives. It wfas also distributed to a cross section of our annuitants
and employees ne£ring retirement aye with a questionnaire designed to
obtain the benefit of their experience and. thinking,

Nearly all of those who replied commended the program and
recommended it as a step in the right direction. Mlany offered
constructive suggestions for improving the program and. a number
of these suggestions were incorporated in our material.

Each of these letters contains several a ttachments consisting
of pamphlets or reprints desirned to help the employee in planning
ahead for his retirement. The titles of these four letters ind.icate
their subject matter.

Letter #lo--"MWhat It's All About--Recognizing the Neled for Planning
Ahead"

This is a letter of explanation and indoctrination. It gives
a thumbnail sketch of the program and discusses the conteSs of
the letters which are to comeo It stresses the importance of
planning ahead for retirement and urges employees to give this
matter serious consideration. To this letter are attached:
(1) 11hen You Grow Older, Public Affairs Pamphlet No. 131.
(2) o rthe Later Years, Public Health Publication
Wo. 116, Federal Security Agency.

Letter 7V-2--"Your Health--How You're Going to Feel"

This letter is devoted to the subject of health as we grow
older. It discusses the aging process and presents six guide
posts to a longer life. These are: (1) Periodic physical exam-
inations, (2) Good mental attitudes, (3) Proper diet, (4) Sufficient
sleep, (5) Moderate exercise, (6) Accident prevention.

Attached to this letter are the followiing: (1) The Promise
pf Geriatrics, American Medical Association, (2) Sft e,
National Safety Council, (3) Home Safetzy Check List, S.F. Chapter
of the National Safety Council, (4) Live Log& and. Like It, public
Affairs Pamphlet i7o. 139.
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Lietter 1A3--"Your I3T ney-141hat You're Gobng to Live 0n"

This letter presents some facts and suggestions regardcing
the financial aspects of retirement. It discusses such subjects
as: (1) IvMking a budget, (2) Income under Company Plans such as
our Improved Annuity Plan and Stock Plan, (3) Life insurance,
(4) Social Security benefits, (5) The family's share in planning,
(6) Hospital and medical plans, (7) 1 Icing a will.

Attached to this letter are the following: (1) Form for
estimating monthly annuity, (2) YOUR Social ecuri&Z, Federal
Security Agency.

Letter )4-.u."Your Activities.-What you're Going to Do"

In many ways this subject is the most important in planning
ahead. This letter gives suggestions on how to utilize spare time
both before and after retirement. ivjor topics discussed are:
(1) How to plan a ctivities (2) Where to live (3) How to select
a hobby (4) Service to others (5) Social life (6) Educational
opportuni ties.

Attached to this letter are: (1) Ha Super-
intendent of Documents, Washington,IDI C., (2) HOW t
&idred Years. . . piW, Nbnroe Clinic, Wisconsin.

THT R ;'SULTS

In July 1952 the first distribution went out to more than
1300 employees within five years of the normal retirement age
of 65 for menaand 60 for women. Distribution was made on a local
basis and each employee received a personal letter from the local
field. executive with the material. "e feel that this method of
distribution is ouite imort as a means of personalizing the
program.

The four letters were distributed at monthly intervals and. were
mailed to employees at their nomes, in order that they could read
the material at their leisure and discuss it with their families,
It was made clear to employees that planning ahead for retirement
is a personal matter and that the company could only hope to
stimulate thinking on this subject.

Following the distribution to the first group of employees,
a questionnaire was sent to each3scipient to ascertain his reaction.
Replies to these questionnaires, together with comments from our
field offices and from other departments, indicate that this
program is being veryw7ell received.
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Apnro:zimately 90 per cent of those employees replying
indicated that they felt that this pro,ram was of assistance to
them in planning ahead for their retirement. iany employees
exeressed their aporeciation for this material and thanked the
company for sending it to them. Although nearly all of these
replies were complimentary, there were also a few of a less
favorable na.ure. Here are some examples:

ICACTION 0i "T'H7, FiMPL0YJYS

"This material is practically worthless as far as I am
concerned because I am an introvert and, given plenty of books
and a few personal contacts, I am hap-(y."

"There is nothing wrong with your letters as far as I can
see, but I do not find them offering any new thoughts nor
stimulating thinking beyond what I have already done."

"I think it is an excellent program as so few organizations
seem to care about their emfployees once they retire."

"It is an excellent guide in planning for retirement, and
very much appreciated. I have loaned this material to younger
employees who are studying it."

"The Planning Ahead for Retirement program may prove to be
the nost helpful thing that our company could do for prospective
annuitants, Life might have been extended for some of those wiho
passed scway soon after retirement if there had been some way
of perretuating their sense of individual usefulness."

"The whole pro.ram is very good. There is something stim.
ulating and. worthb-while for every type of individual."

"I want to thcnk you wholeheartedly for the sincere interest
you have shownm"

"Gratified to feel the company is interested in us after we
retire, as well as during our active employment."

"Your making it possible for me to -participate in this pro-ram
is one of the nicest things that has ever hacopened to me."

"I believe that frequent consultation with the letters anc& boolks
will be of valuable assistance to me, ane I wiant to thank the
committee for sendin5, this iD-)ortant literature."

This is but a small cross section of the hundreds of renlies
received, an:d we feel they are very encouraving.
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For our 1953 distribution, we added illustrations to the
four letters ane. ma.de a number of minor revisions. Ile handled the
second distribution on a slightly different basis. Instead of
automatically sending the material to employees in certainWe
groups, we sent a return post card with the first letter.

If the employee wished to participate in the program, he
had to fill out the card and return it to his supervisor. In
this way, wfe hoped to measu:e the degree of employree acceptance
of this progrem and also keep it on a purely voluntary basis.
Approximately 1, 920 employees between the ages of 55-60 (men)
and. 50-55 (wiomen) were eligible to receive this material. Of
this number more than 88 per cent requested that they be included
in this program.

In administering the program, the various departments may
hold meetings if there is sufficient demand. Some departments
have conducted introductory meetings explaining the -program to
their eligpible employees. A mnmber of meetings on the subject
of health have been conducted by company physicians and. have
been enthusiastically received by those attending.

We recently completed our 1953 distribution. As in the case
of the first distribution, we sent a questionnaire with a return
envelope wriith the last letter in the series. Returns so far are
incomplete but the response is even more enthusiastic than it w^sas
for the first distribution.

Standard plans to make this program available each year to
men who have attained age 55 and women age 50 during the preceding
year. We also plan to distribute followJ-up material to employees
as it becomes available and to remind. them periodically of the
imPortance of planning ahead for their retirement.

W1e announced in our emoloyee publication, The StanCard Oiler,
that wve would be pleased to send this material to any annuitant
who would. like to receive it. Although alread.y retired, a substantial
number of annuitants have written iniquesting these letters and
attachments,.
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