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possible. After some time the secret leaked out: the successful competitor was 
selling the 48 pattern with only 47 times woof and warp. This clearly was a 
submarginal procedure. 

To meet the new situation, the other firms one by one also started selling 
the 48 pattern at 47 times woof and warp: continued competitive pressure had 
brought them into line with the "submarginalist". The stabilisation point was 
finally reached (if I remember correctly) at 44 pattern selling as 48. 

T h e G a m e of Compet i t ion 

Competing firms may underbid the existing marginal standards by cutting 
wages, impairing the quality of commodities, speeding-up of work, and many 
other practices which undermine a given level of business ethics. As time 
goes on, these practices may establish themselves as normal by superseding 
the hitherto valid margin of ethics. Those who, in spite of the pressure of 
competition, fail to adjust their standards, may be forced to the wall. It is the 
absence of institutional protection which, under strongly competitive condi
tions, lays the margin of permissible behaviour open to the inroads of submar-
ginality. Workers' unions, trade associations, farmers' associations and indus
trialists' cartels alike have claimed the function of keeping out the "chiselers" 
who would underbid the recognized margin of business ethics. Protection of 
standard wages, standard prices, and standard qualities means precisely this — 
organised action to prevent undercutting of a recognized level of ethics in 
business. 

On the other hand, competitive pressure may lower the marginal standards 
to such an extent that it begins to pay individual firms if they adopt higher 
standards, provided, to be sure, that these can be protected and guaranteed. 
The most familiar method of protection is the trade-mark; again, the most 
obvious guarantee lies in the recognized 'good will' of a firm. Monopolistic 
competition is the price paid for this curb on submarginal pressure. 

A survey of the whole range of business shows that there are groups of 
constitutionally weak and of constitutionally strong firms. Firms doing no 
better than just to "break even" (over the business cycle) are weak if com
pared with those habitually doing better than to "break even". Some industries 
are more exposed to competitive pressure than others; and in almost every in
dustry there is a number of firms hovering around the "break-even" point. Em
ployers and workers, naturally, reveal a wide difference of bargaining strength; 
an employer or a union may actually be a monopolist or "monopsonist" and, so 
far, able to dictate the terms. Compared with former standards, these terms 
may be sub-marginal. 

Under competitive conditions, the consumers are the privileged group, 
although, eventually, keen competition may again harm the consumer: he may 
in the end get poorer goods, incorrect weight, etc. Short-range policies of 
hard-pressed firms or of "chiseling" individuals may spoil a whole market by 
depressing the marginal standards: "fly-by-night" business is notorious for this 
practice, and so are racketeering unions. 
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-
"Business E th i cs " = Pa r t i a l + Successful Eth ics 

One more point may deserve consideration. By their very nature, business 
ethics are partial ethics; they lack the dignity of universal standards and oi 
truly 'human' ethics, let alone Christian ethics. In their field, however, these 
partial ethics carry with them the premium of success. It is precisely success 
that invites the application of this type of ethics to all forms and dimensions 
of human relations. 

To be 'business-like', to apply alien ethics while dealing with others, ap
pears frequently as the 'efficient' and 'rational' method far beyond the range 
of what may properly be called business. It infiltrates traditional community 
life, the family, public administration and even the sphere of charities. It is 
the most powerful solvent of community standards. Its spread disintegrates 
time-hallowed traditions in all walks of life. Partial ethics widen their range 
of application and lower the standards hitherto accepted outside of 'business'. 

The history of labour at the early beginnings of the industrial revolution 
reveals a rapid deterioration of marginal standards in the relations between 
employers and workers. Submarginal pressure was exercised by employers 
beer, use the competitive situation in the labour market would logically invite 
it. For a while, the workers reacted by occasional riots; later, privileged groups 
among them, the skilled workers, took to defence by organization. Once or
ganized, they enjoyed a precarious institutional protection of better standards. 

By about the same time, governments stepped in and alleviated the pres
sure in the labour market by measures such as, e-g-, the laws protecting women 
and children. It was, however, the long period of flourishing business begin
ning at the end of the 19th century which provided sufficient leeway for both 
efficient unionism and governmental social policies. 

At any rate, unions saw their changes heightened and they increased in 
stability. Within their field of successful operation, submarginal pressure 
weakened and the conditions of wage work began to improve. Indirectly, at 
least, even the unorganized were to benefit. By the end of the 19th century, 
marginal ethics in labour relations had attained a considerably higher level. 
On the other hand, the same era made it evident that high intra-marginal 
standards inspired bv humanitarian or Christian motives could not hold their 
ground in the face of strong competition. Hence, the maximum and minimum 
standards moved closer together. 

Business ethics was the pattern of relationships to which the workers had 
to adiust their own behaviour. It forced uoon them, individually, the princi
ples of self-determination, self-liability, self-interest and competition: that is. 
the principles of a liberal and individualistic business society. This haopene 1 
at a time when the labour market was chronically oversupplied, and when the 

workers still lived in a non-individualistic moral climate. 
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T H E ETHICS OF LABOUR-MANAGEMENT RELATIONS 9& 

not substantially registered with the policies of some unions. One often canr 
not escape the impression that the more recognition labour has found the 
greater is its unrest, and the more insatiable are its demands. Hence the fre
quent complaint, not only among employers, that labour, being given an inch, 
wants a mile. 

The point is of major importance; if it is correct, it bodes ill for any at
tempt to give labour a definitive status in society or to satisfy its demands with 
whatever concessions. 

In his analysis of the origins of the French Revolution, Alexis de Tocque-
ville makes the point that the revolution broke out at a time when things took 
a turn for the better in France. He suggests that precisely this improvement of 
the situation may have contributed to the revolution: people grew impatient 
when they realized that things could be changed; now they wanted the whole 
change at once. 

May we assume that something similar is occurring in labour-management 
relations ? Are we to conclude that, just because the conditions of labour have 
improved so much, unrest is bound to increase ? This observation has indeed 
been made in European countries. How, one may ask, does this seemingly 
paradoxical phenomenon come about ? Is it because the improvement in the 
situation of the working people renders the memory of past miseries so much 
the more rousing and offending ? Is it because the improvement opens vistas 
for 'more and more' through increasing pressure ? 

A European union paper remarked, after a particularly favourable agree
ment had been reached: 

"Some of our members think we should relax our pressure for more; but 
this is wrong. The high rates secured in the agreement are only a stepping-
stone for more, as we realize only now how pleasant life can be as you get more 
and more and more". 

Or again is it that the potentialities of the economic system are vastly 
overrated ? Or is the institutional interest of unions and their firm hold over 
the workers' loyalty dependent on a policy which keeps issues open ? Finally, 
what past has the spiritual unrest of our era in the unrest of labour (as it cer
tainly does play a part in the unrest of all other social strata) ? 

There is ample evidence that each of these factors has a degree of reality. 
There is present in labour a residue of the feeling of being a suppressed class. 
Memories of the pfest linger on. Labour, in its organizations and frequently 
individually, has adopted the pleonexy so utterly decried as the specific vice of 
capitalistic groups. 

There is an exaggerated notion of what the economic system (any eco
nomic system, for that matter, seeing that each reckon with the basic fact of 
scarcity; otherwise there would be no need for economizing) can achieve. 
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There is a feeling that profits are an index of labour's curtailed wages. 
Finally, there is alive in labour the same spiritual unrest that affects practically 
all strata of society. 

If such is the situation, then obviously there is no panacea for the unrest; 
no easy solution, no royal road by doing this or that. The problem is not only 
a labour problem: it is a problem of society as a whole, the system of govern
ment not excepted. Frank recognition of these facts clears the decks for new 
principles and a new beginning. 

The situation may be summed up as follows. Early liberalism and in
dustrial capitalism in its first stage were actuated by a system of alien ethics. 
Out of the misery of the working classes arose the labour movement, which 
developed a political and an economic wing. The successful type of the latter, 
that is, the trade-unions, adopted alien ethics. Its success hinged on union con
trol of the workers' loyalty; hence they laid great stress on undivided allegiance-
The political labour movement, on its side, adopted enemy ethics: it acclaimed 
whatever policy seemed fit to destroy the existing order. Thus the policies of 
labour played in two ranges: the political and the economic. In continental 
Europe the two wings separated more and more from the nineties onward; 
today however, they are drawing closer again. 

The rise of industrial unionism proper, based on mass organization, ap
pears to be the link which, in our era, connects the economic movement of 
labor with political programmes. 

Unions a n d Governmen t 

A sector of industrial unionism today is exposed to pressure from the Left, 
inspired by enemy ethics aiming at the destruction of our economic system. 
Against the prevailing ethical standards, sub-marginal pressure is continually 
active. It forces many unions to adopt a sharper policy than the one they 
would pursue as economically necessary or equitable; it offers them opportuni
ties or pretexts to press, in their turn, harder on management than they would 
otherwise do. 

To put it differently, unreasonable demands of unions are often the result 
of pressure from their radical minority. In pressing these demands on mana
gement, the unions may pose as a conservative force and appeal to public 
opinion, while management is accused of an irresponsible attitude in as much 
as it resists such demands and thereby puts the unions in an awkward position 
vis-à-vis their radical wing. 

Another point requires mention. Unions allied with» government try to 
enforce their standards of social ethics for organized labour and, through le
gislation, for unorganized workers. The pressure from the Left, unchecked 
by concern about the conditions of a functioning economic order, indirectly 
forces the government to meet labour demands. Thus pressure on management 
is increased; not only social but political considerations require it to be ready 
for concessions which, from a business standpoint, may be unsound and, in the 
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long run, untenable. Management is manoeuvred into a 'fix': We may recall 
an instance of this, which the present writer once witnessed in a Prussian Mi
nistry. The Minister of Agriculture received a telephone call from the Prime 
Minister, who requested him to grant the demands of the forest workers. At 
the remark of the Minister of Agriculture that the forest administration was 
already in the red, the Prime Minister replied: "Don't you understand ? This 
wage increase is not an economic, it is a political affair". Refusing union de
mands it may easily find itself in the awkward position of obstructing 'conser
vative' groups among the workers and thus being accused of endangering the 
economic system itself. 

Unions a n d M a n a g e m e n t 

If, on the other hand, management makes up its mind to devise a policy 
of welfare and responsibility for its workers, it may again find its action cri
ticized and hampered. Unions may interpret such managerial policies as an 
attempt to divert workers' loyalties from their organizations. Hence their de
mand that all managerial welfare policies should be made subject to collective 
agreement and that the unions should be 'cut in' in their administration. Ac
cording to them, this is the 'democratic way'; everything else is condemnable 
as 'obsolete paternalism'. Again, the sense of unions' "existential" insecurity 
enters the scene. 

So far as this analysis is correct, the labour-management problem seems 
all but insoluble. Under the dominance of power ethics no solution but a 
labourist one is in prospect. Remembering, however, the margin of ethical 
freedom implied in the present situation, we may make some suggestions as to 
how this margin of freedom could be best used. In our opinion: 

First, enemy ethics and the ethics of class war have to disappear if 
totalitarian forms of economic and social life are to be avoided. 

Secondly, the pressure of sub-marginal ethics must be eliminated. 
Institutional arrangements are needed to protect prevailing marginal 
standards of labour-management relations. 

In the third place, the level of marginal ethics itself should be 
raised, both in the plant and in union-management relations. 

Finally, full attention should be paid to the principle of subsidiarity...-. 
It should be the considered policy of union and management, as well 
as of management and government, not to assume functions that clearly 
belong to the competence of minor or lower social units. All grievances 
that can be settled directly by the parties concerned should be settled 
by them; only to the extent that they, in spite of sincere efforts, are unable 
to do so, should the next higher unit be called upon. This applies also 
to collective bargaining. An end should be put to the denaturalization 
of collective bargaining through one-sided appeals to the government. 
If collective bargaining is to be the Magna Charta of labour, it should 
not be degraded to a smoke-screen behind which government coercion 
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_—. 
No wage rates can make up for them; but the trouble is, that ever-increas

ing wages ( and ever shorter hours ) appear, to the unions and to the men alike, 
as a means to solve the totality of their problems. Diminution of the hardships 
and of the crowd psychosis which go with all centralized industry is a task of 

grime importance if industry is to survive. The problem is too vast to be met 
y management of individual firms; boards for spatial industrial planning 

composed of management, local government and labour would be better fitted 
to meet this requirement. 

Responsibi l i ty for t he Employees 

We mention, in passing, plant welfare institutions and arrangements for 
the encouragement of workers' active interests. Experience has shown that the 
workers, like everybody else, appreciate the things best which are entrusted to 
them and for which they are responsible. This fact has found an apparently 
very successful application at the McCormick Company in Baltimore. 

According to Mr. Charles P. McCormick, employee participation on one 
or the other of the company boards and the rotation of such participation 
among workers appears to have worked out in the workers' identifying them
selves with the firm; with the consequence for the firm, that production and 
returns were carried to higher levels. 

The author mentions one union organizer who was so amazed at the 
practical methods of operation that he did not think it would make much sense 
to organize the employees; he concluded with the telling remark: "If all com
panies regarded their employees as you people do here, I'd soon be out of a 
t'ob." 4 Not all firms may be able to arrange such participation in the junior 
>oard, the factory board, the sales board, but wise managers would find ways 

to apply a similar principle. 

A matter of great importance is, furthermore, a plant housing program. 
Wherever the means of the individual plant are not sufficient, local and re
gional boards, cooperating with local and regional government and unions, 
might step in. Something along the line of the Ruhr Valley Planning Authority 
of the Weimar Republic might well be considered in densely populated in
dustrial areas. 

Rais ing the Marg ina l S t a n d a r d s 

As alienation is made to decline and, finally perhaps, to vanish, the road 
is clear for repression of sub-marginal ethics and for raising the marginal 
standards. Needless to say, they cannot be the same everywhere, even in the 
same industry; to a degree, they have also an economic aspect, and the ability 
to pay is not the same in all firms. Therefore, no overall standards would do 
any good; the differentiation of economic reality demands flexibility and adjust-

(4 ) The Power of People, Multiple Action in Action, CHARLES P. MCCORMICK, Harper & 
Brothers, Publishers. 

. 
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