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Amezica has been an indusitrial socieby for only about half a century - =
relatively short period of our history. Im 1900 the United States was still =
predominantly zural nation. In the short span of time since then we have becoms
predomivantly urban and fully commitied to am industrial way of life for most of
our people.

As we have gained experience; we have been shaping and re-sghaping cur views
about the pature of the good industeial society. In changing our views, we have
re-structured our society very substantially. In particnlar, we have greaily
increased the power of the state %o control the ecoromic system and the fiow of
income within that system. This contirol has been exercised in several major
areas. The federal govermment has been given the responsibility for the gen-
ersl level of employment snd for certain techmiques to be used in fulfilling
this responsibility. The govermment has undertaken z massive redisteibution of
income, espacially through income and inhwltanee taxes and levies on corporabion
profits. It has regulated industry, twade and finsnce to prevent the ecomomic
exploitation of consmers. In the lebor market, it has introduced minimum wages
and supported the rights of employees to bargain with their employers about
wages and working conditions. It has provided a system of social security for
workers and for farmers.

Viewed broadly, the management of an industrial society has been congidered
esgsentially an economic problem. The task has been o raise the over-all level
and to even ocut the internal distwribuiion of income. Eeconomic stability and
the reduction of cconomic inequality have been the goals.

The economic problem did exist end will contimue to exist, but with a

 shift of emphasis. Our primary econcmic concern in the future will not be the
achievement of greater internal stabilily and equality, but rather the means of
asguring an adequate va Q?W_W thin the developing world-wide
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context. This growth will depend on the rate of invesiment and the adequacy of
our sdacational systeﬁ more than on any other factors. In faed, these two
factors will be virctually the sole determinants of our mationsl sconomic progress.

But there has been .a. politicel problem, as well as an econumic one, as
industrializaiion has sweplt over the Umited Staltes in the past half century.
The political probiem has been, by compsrison, largely neglected, and it is grow-
ing in significance. I vefer to the distribution of power in our sociely. As
we have been dispersing income more widely anmong ouy people, we have been allow-
 ing power o becoms more concentrated. In cur sbgorpiion with economic eguality,
we have negiscted true political «zlm]it:}e

The guestion of pelitical equaliby is more complex than we have traditionally
thought it to be. Treditionally, we have been concerned with the relation of the
individual to the state. We have established our federal system of govermment,
and our checks and balances within sach level of that system, and popular control
of goverrment, and the rights of individusl citizens, ‘By and large, we have dome
very well in sefegnarding the freedom of the individual and the gvoup from the
overshelwing dlctation of the state, Bub we have paid less atbtention %o the
growth of private governments such ag the‘.eorporation and the twrade union which
now range alongwgide the public govermment in the infinence they have over the
lives of individuals, Individual freedom is not affected solely by the relation-
ahlp between the individuval and the state, but also by the relationship between
the member ond his trade union, and between the employee mﬂ»conanmrandﬂm
corparation. .

Tiwus, managing the managers in industrial scciety is not alone the age-old

question of making the political lcaders responsive o the wishes of the peocple.
Tt is also the question of making the private associstion - the frade union, the
corparation, or whatever gx'tmp ~ responsive to the people it is intended %o serve.
This is a newer preblem in the 1ife of man, and hs is only now greppling with it
in the United States and avound the world., For the big state increasingly hes
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as campanions the big corporation and the tig trade uniom, and ali of them
confront the smaller individual., The disteibution of power in society has
taken on new dimensions amd new complexities.

Industrial society is mew to men. The Pinal form it will teke, even in
the United States, cannot yet be fully seen. In our own couvntry, industeisl
society has changed greatly in the past querter of a century, amd we can hardly
expect that change is a monopoly of the past, How will it change in the future?
There is at least some basis for prediction, for it is certain that industrial
socisty has some logic to itself different from the logic of a hunting and
fishing society, or a herding soeiety, or an agricultursl socciefy.

Toherett in 1ts logic are at dgest two. inperatives: thare will be large-
scale organizations, and thers will be 2 web of rules. .

There will be large-scele orgeniseticns because mary efficiencies flow
from such organizations in mmerous areas of product;im and of control. The
largs steal company and ﬂzelargeautcmbd.lemaxwareﬁomreeﬁacﬁve
producers, and it takes larger unions and a strong state to mateh their influence.

There will be 2 great web of rules because they are necessary to govern and
chmlﬂ:eacﬁmofmnmanmtmm sotiety where the sots of one
pevson affect so many other porsoms, A tremendous amount of diseipline in
society is essentisl to assure that we all produce and act as we should among
the milifons and millions of people mitually dependent upon each other,

‘Thus the logic of industrisl soclety requires that thers be fewer managers
and more mensged, and that the managed be subject %0 a growing burden of wules.
The eternsl conflict is not between the farm and the e¢ity, or the rich and the
poor, ar the heveditary class and the hereditary mass, for all these histarical
distinctions which have set men against each other in the past ave being cblite
aerated. The inevitable and undying confliet is between the manager and the
-mama;;edo And it is a real conflict, because there ave real issues to fight sboul.



While industrialization has a loglc, it has no single form for caryying
out this loglc. Recent history reveals a mmber of forms, someiimes widely
varyings

Industrialization can be operated by a dynastic elite;, as in pre-war
Geymany and Japan, among other countxries, Here the emphasis is upon the
paternal community where the employer is essentially the father of the amw
ployees in the family enterprise; on the perpetuation of a class structure,
on a e of loyalty between employer and employee, and generally om social
stability.

Anindusfria;wcietycanbemandmged, at least for a time,
as in Indonesia or India, by a colonial power. Such a society will be designed
primeyily to sexve the nseds of the "ﬁm" countyry, however far away *home®
may be. :

Industeialization can also come under the control of the revolutdonary
intellectual, a8 in Russia and China. The Communists base their control not
on heredity or the free choice of the peoole, but on the conviction that their
ideology has the greatest survival value in an industrializing world., Their
ideclogy requires forced-draft industrialisation under the firm control of the
state. _

Contrasted with the state-contyolled industrial society is the state-guided
society as we see it in Israel or Turkey or Egypt. A strong mationalist urge
is often the basisz for guidance by the state.

Finally among alternative forms, MM‘bion can be organized by a
new middle class of entrepreneurs, ag in Great Britain, the United States and
elsewhere. Here the emphasis is placed upon the open merket - the open labor
mavket and the open consumer market - with ﬁiemﬁmmchoiee for individuals
within the market. The goal is econtmic freedom rather than social stability.

There ave, of courass, many varliations on these themes; and among them,
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some have more survival vaiue than others. In partioular, the dynastic elite
and the colondel power appear to be transitoyy forms of leadership in industrial
soclety. Of the thres more o less permanent forms, the "middle class®™ approach
cbvicusly allows more freedom to the individual and to groups of individuals
than does the state-controlled or the state~-guided economy.

The wordd is currently witnessing the greatest idealogical struggle of
all history -- the ideslogical struggle over how best to organize industrial
society., BEssentially, this struggle comoerns the distribution of power. The
Communist view is that all decisionemaking power and 2ll rationality reside
with the state. The Western” view is that -decision-mld.m authority and
rationality should be widely diffused among the people. The "state~-guided®
approach lies somewhere in between, Ouly the Western approach is camitted to
the suprems value of individual liberty.

There can be no question about which of these forms of industrialization
best, serves the fresdom of the individusl. But there is a question sbout
whether it ylelds in practice the mazimm individual liberty consistent with
its effecitive operation. This is an issue which we should examine frankly and
carefully. We should be concernsd not only with the preservation of cur system
for its grest values, but also with ite perfection for the sake of these ssme
values.

How, then, can our American industrial system best preserve the fresdon
of its individual members in the face of large-scale organisations and the
necesgity of vomplex and confining rules? How can we best keep power dispersed
as broadly as it is teday, or disperse it even further?

To begin with; we must develop as much comcern for the appropriate distri-
bution of power as we have had for the equitable distribution of incoms, Our
nation began with the concern for the distribuiion of power, and our founding
fathers handled the probiem extraordinavily well within the context of their

time -~ the velationship of the citdsen to the shtete. We shoul

d meturn to
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their central concern and treat it within the context of our tims = the
relationship of the individual to both public and private power organizations.
In the past century, which might be called the Socialist Century because so
much of the world was debating and responding to the Socialist demands for more:
power to the state and more equalily of income distribution, this earlier concern
was partly obsoursd. It is high time we bring it again to the forefront, for it
is the more eternal and more basic concern.

Our nation is what the political sémwm call a pluralistic scciety -
that is; a societly in which there are sevaral ur perhaps many centers of authore
ity rather than just one. A pluralistic soclety, in and of itself; contwibutes
to freedom by fractionalizing authority. But the problem does not end there.
For each center of authority, such as the corporation or the trade union, can
make and enforce its cwm rules and, in doing so, can limit the freedom of the
individval. Consequently, it makes a great deal of difference how these rules
are made and what they are.

I should like to state briefly seven principles which I think are essential
to achieve a reasonable distribution of power within a pluralistic societys

1. There should be as many power centers as possible, consistent with
the effective functioning of the socisty. We must preserve local
governments as well as state and federal. We must preserve the
maximum number of firms in an industry consistent with efficient
operation. And we must preserve the identity of individual unions
and of the locals within them,

2. These power centers should be roughly balsnced in strength, where
they face each other in conflict, so that no one can dominate the
others. This principle applies particularly to the equality of
bargaining power in labor-management relations., Neither the
company-dominated union nor the wnion-demineted industry is de-
girable if the contending positions are o be freely expressed.
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Power centers should be separate one from another. Along with the
doctrine of separation of church and state should go the doctyine of
separation of state and industry, of state and labor, of industyy
and lebor, There are some current tendencies toward the breakdown
of this principle of separation and toward the creation of collusive
alliances among power centers,

Individuals should be given as much choice as possible among these
pover centers. In particular, this means the open labor market and
the opsn product market,

Each power center should provide for at least an essential minimum
of control by its members over its leaders. Stockholders should
have & measure of control over their Boards of Directors; union
members over their officials.

Esch power center should have an adequate judicial system to protect
the rights of the participants -- a grievance machinery in the core
poration and the trade union alike.

Fimlly, each powexr center should exercise only the minimum comtrol
over the lives of its participants consistent with its survival and
effective operation. Today there is a contrary tendency for power
centers to grow not only in sise but in the depth of their penstretion
into the activities of their participants.

If these seven principles are observed, our pluralistic system will remain

reasonably responsive to the wishes of its members and will yield them a reason-

able degree of freedom. To the extent they are violated, responsiveness and
individual freedom will suffer,

You will note that these principles for the operation of our industrial

soclety have their counterparts in the govermmental arrangements established by
the Constitution and the Bill of Rights, What I am suggesting is that those

rules, so well designed to handle the distribution of power in our political
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system, be extended to apply to problems of concentrated power in other areas
than that of public govermment alone.

None of my comments is meant to suggest that our American pluralistic
system has not worked adequately, for it has obviously served us extraordinar-
ily well, A pluralistic system can break down if its power centers fight
excessively among themselves and grant no accommodation to one ancother, as we
have seen happen from time to time in France or during the days of the Weimar
Republic in Germany. In the United States, despite past periocds of excessive
industyrial conflict, we have achieved a high degree of national concensus and
social peace. A pluralistic system can also be subject to economic sabotage
if individual power centers act like the Robber Barons on the Rhine in the
late Middie Ages and exact 2 maximum toll from all who pass their way. They
can restrict output and prevent the introduction of technological improvements.
The United States has witnessed same of these actions, it is true, but never on
a large scale, Our rising level of productivity attests to this fact.

Our pluwralistic society is evidencing some deterioration not in these
areas but rather in the slow erosion of the conditions essential to individual
1iberty, broadly defined, and perhaps also 0 continuing economic progress in
the long un.

There arc several current developments which may result in weakening the
protective structure of our pluralistic system. One of these is the tendency
for more and more of our national production to be concentrated in the hands
of a smaller and emaller mumber of corporations. These corporations become
increasingly autonomous. The market sets less precise limits for their actions.
They are more in control of their own corporate lives and less responsive to
the pressures of other elements in soclety. What good substitutes exist for
the checks and balances normally provided by the competitive market? It is one
of the wonders ¢f the economic world that the corporations behave as well as
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they do, given such considersble latitude. Markets do nol set the rarrow limits
nor do profits constitute the single goal assumed by arthodox economdic theory to
be essential %o the effectivs operation of a corporation. Perhaps it is all ex-
plained, as some have suggested, by the corporations' having acquired a "soul®.
Vhether they have or not, competition is still "the life of the trade™, as Adam
Snﬂ.thpointedoutsolong‘ago, and it i= safer for the consumer in the lomg run
to be protected by competition rather than by the self-chosen "sonls" of cor-
porations. Thus the anti-trust laws are still essential to the preservation of
a2 truly free enterprise gystem.

Another cause for concern is the increasing number of govermmert officials
and even agencies who are being captured in whole or in part by private industry
or trade unions or other economic intersst groups. Agencies which were estab-
lished to regulate an industry gradually eome o protect that industry instead.
Some agencies "belong" to labor, some to industry, some to farmers - rather
than to the people of the United States. We mmst remember that it is just as
important 0o protect the independence of goverrment as of private groups and ine
dividuals.

The balance of power centers in our industrial system is being endangered
by the growing areas of collusion in labor-management relations, Prices, en-
trance to the trade, business practices arve jointly controlled in a surprising
munber of industries already. The old conflict of industry against labor is
giving way to & new conflict of industry plus labor against the consuming public.

Another possible danger lies in the growth of paternalistic control by the
employer as the welfare corporation competss with the welfare state., This trend
has not gone to the lengths of = country like Cermany, where paternalism is
traditional, but it has gone far enough to have disturbing effects. During the
past decade many industries have introduced private pension and welfare plans
which serve to tie a man o 2 particular plant. In this period of tims the
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voluntary quit rate of American workers has dropped in half, according to a
recent study of the Bureau of Labor Statisties. This fact is very signifieant,
fog it shows that individuals are loging their freedom to move and that our
labor market is losing some of its dynamic aspects which have been so great a
national asset.

One more development which deserves close scrutiny is the current role of
our trade unions. In the United States, trade unions were intended in part to
secure a better balance of power within our pluralistic system. They have made
a most significant over-all contribution. They help balance alike the power of
the corporation and of the state. They have introduced intc many employment
relationships the "consent of the governed" in the formulation of rules and
judicial machinery to handle grievances. But they have also, on oceasion, cur-
tailed the freedom of the iwividml.mrker, sometimes necessarily and sometimes
unnecessarily. Without endangering thelr security or their effective operation,
it should be possible and even essential for all unions to do, as many already
do, these things:s open their memberships to all qualified workers without
reference to race, religion or creeds provide for secretvelections at reasonable
intervalsy allow the moximum measure of autonomy to their locals consistent with
effective bargaining; institute independent judicial protection for members who
dissent ajainst the leadership; and avoid extending their influence or control
beyond those areas essential to the effective representation of their members,
especially through compulsory political contyibutions which infyinge on the
political liberties of members.

None of this is intended to conjure up visions of 1984 or "Brave New World".
But man has some choices he can make about the distrilution of power in indus-
trial society, and these choices are important to the freedom of the individual.
There is no cause for a.Larm but there is cause for serious thought. Industrial
society can be molded either with more or with less restriction on personal
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i{reedom, If it is important to preserve our pluralistic system against the
monolithic alternative, it is alse important to develop it to its utmost
capacity as a liberating force in the life of the individual. The citizens
in the industrial society of the future must learn how to manage, not only
their pélitical leaders, but also the managers of all important aspects of
national life, so that society may remain responsive to their desires for
"life, liberty and the pursuit of happiness"s so that they may contimue to
have in the future as in the past the ~reatest of wealth and the greatest of
freedon.



