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The phrase industrial democracy has never been
harder worked nor more widely used in speeches
and in print than at the present time. To some it
means profit-sharing, to others worker represen-
tation at management level, to others again the re-
organization of the production process in order to
increase worker participation and sense of in-
volvement.

Attempts to promote industrial democracy in
practice have tended to emphasize the distribution
of real managerial power and have usually involved
some form of employee representation at board
level. The aim of this volume is to assess the ef-

fectiveness of this approach as a means of
bringing about democratization of the workplace.
It examines various representative systems in
operation in Norway, Great Britain, West Ger-
many, and Yugoslavia, and considers to what ex-
tent they have achieved their aims. A unique
feature of the book is that it illustrates from first-
hand experience the difficulty of trying to fulfill, at
the same time, the role of an employee represen-
tative and the functions of a board mempber,

The findings of these studies are of central im-
portance to managers, trade unionists, politicians,
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Preface

During a course in labour relations at the Technical University
of Norway in 1959, the late Minister of Social Affairs, Mr Olav
Bruvik, suggested that the problems of industrial democracy
might become a central research task for the new Institute for
Industrial Social Research in Trondheim. Mr Bruvik repeated
this proposal several times before he died and he promoted the
idea also before the Trades Union Congress of Norway. The
reason for mentioning Mr Bruvik’s name is not only that he
helped to start the Participation Project, the first phase of which
is reported in this volume, but that he represents the best type
of leadership in industrial relations.

Industrial relations in Norway are characterized by mutual
respect between the two major organizations, the Trades Union
Congress and the Norwegian Confederation of Employers. With
an increasing degree of objectivity these organizations are able
to deal with the critical issues of industry even when conflicting
interests are involved. Consequently, it is now possible to
investigate on a social scientific basis some fundamental problems
of industry. Some of these problems are still tabu for the social
sciences in most countries although they are related to the release
of large potentials of human resources. Involvement in the solu-
tion of such basic issues presents social scientists with consider-
able stimulus but also with high-level responsibilities.

During the winter of 1962-63 the Institute for Industrial Social
Research was invited to undertake research on the problems of
‘industrial democracy’. The board of the Institute was fully
aware that this might be a unique opportunity, but the risks of
getting involved in political issues were at the same time quite
obvious. After consultation with the Tavistock Institute of

VI
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Human Relations in London, which agreed to cooperate, a
research programme was presented. The Trades Union Congress
and the Confederation of Employers agreed to sponsor the pro-
gramme jointly, to share the expenses, and to appoint a joint
consultative committee. We are grateful for all the help we have
received from the two organizations and the joint committee.

Members of the board of the Trondheim Institute, particularly
Mr Harald Throne-Holst and Mr Martin Siem, have rendered
nvaluable help. The same applies to representatives of manage-
ment and of employees in five Norwegian companies where we
conducted an interview programme and investigated written
material on board proceedings.

We should also like to thank the other members of the res-earch
8TOUD — first and foremost Eric Trist, who took part in all
Phases of Planning and in the interview programme. KnutLange,
i 11hlus Marek, and Hans Marius Blegen have contributed to the

Nalysis ang interpretation of research data. The secretarial
;Zork done by iy Sieveking was made more useful by her

I;:;:ledge of.the social sciences. We are indebted to Mr Sven
colle on for his help as a language consultant. Among all the

agues who havye suggested improvements in the drafts of this

Teport - . .
and Eri‘zeR?llould like to mention in particular Harriet Holter

€Nman,

We ShOuld . ) .
3 . . na
Project of thishli{iiéo stress a point of particular importance 1

n that none of the organizations or individuals

W}\l’iocl}Ye}cllaclll 3 used any sort of pressuge to influence decisions

8ratefy] ¢ to be left entirely to the research workers. We are

Tesponsible 1. 2Ny Who have helped, but only the authors are
¢ for the shortcomings of this report-

F.E. Emery & Einar Thorsrud, 1968



Preface to the English Edition

Preparation of the English edition has been delayed partly by
pressure of work associated with the field experiments for Phase
B of the Participation Project, and partly by the feeling that the
topic was of minor interest in the United Kingdom. By late 1966,
however, it was clear that industrial democracy had become a
live issue. The Liberal Party and the Trades Union Congress had
both made public policies favouring legislation to create greater
industrial democracy. Interestingly enough, the British TUC
seemed willing to reverse its traditional attitude and to consider
employee representation on company boards — the prime focus
of this study (Phase A of the project).

Since the publication of this report in 1964 by the University
of Oslo Press, the joint research team has been constantly engaged
in: (a) field experiments to discern how the conditions for more
democratic participation can be realized under the actual oper-
ating conditions of economic production; and (b) an extended
study of board functioning. The reports of three completed
experiments (plus an observational study of ‘Spontaneous
autonomous industrial work groups’) have been circulated as
public documents of the two Institutes (the Institute for Indus-
trial Social Research in Trondheim and the Tavistock Institute
in London). These first experiments were in the metal fabrication
sector and in pulp and paper. Current experiments have ex-
tended to chemicals and shipping. The Norwegian effort to
create an empirical basis for modifying the country’s industrial
culture has already inspired parallel efforts in Eire and the United
Kingdom. We hope that this interim study may do something to
lessen the emphasis on the traditional solution of representative
structures.

IX
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The opportunity to prepare this English edition was provided
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ioral Sciences in Stanford, California.
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Introduction

In this report we are concerned with a limited range of experience
relating to only one aspect of ‘industrial democracy’, namely, the
representation of workers on the boards of companies (Phase A
of the research project).

It was not primarily for the study of this aspect of industrial
democracy that the NAF (the Norwegian Confederation of
Employers) and the LO (the TUC of Norway) engaged our help
as social scientists; nor is it an aspect with which social science is
as yet particularly well equipped to deal. Nevertheless, the step
of placing employee representatives directly on the boards of
companies (with the full rights of ordinary board members) is
such an apparently simple and seductive solution to problems of
industrial democracy that all parties agreed that it should be
investigated in closer detail. While preparations were being made
for the main research task (Phase B - broadly concerned with the
conditions for democratization of the workplace),! we undertook
to analyse experiences of employee representation on boards in
various European countries and, more importantly, to collect
information on similar experiences in Norway.

In the interpretation of the data our major difficulties have
been that:

(a) The concept of industrial democracy is so diffuse that it is
difficult to detect just what purposes the election of employ-
ees’ representatives to boards has been intended to serve. This
has made it difficult to decide both what arrangements would

! The general outline of the research project is presented in Appendices
11, 1v, and v.
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constitute genuine alternatives (serving the same purposes) and
what measure of success has been achieved.

(b) Different systems of employee representa'tion on th'e boe'lrds
of companies have been developed under different historical,
economic, and social conditions. Comparisons between the
different systems are consequently very difficult to make.

(¢) The functions of a board and the role of an ordinary bqard
member have received very little attention from social scien-
tists. This has made it difficult to determine what is involved
for the company and the board, as well as for the individual,

when the latter takes on the special role of ‘employees’ repre-
sentative’ on the board.

(d) A systematic study of employee representation on the
boards of companies would have required an extensive project
in which a great number of different methods might have been
applied. In the present circumstances we have limited our
study to an analysis of some of the better-documented exam-
Ples of systems of representation in Europe. In Norway itself
Wwe have obtained detailed material from a small number of
companies which have accumulated first-hand experience of
employee representation. (The approach and methods used in
these case-studies are described in Appendices I and II.)

In the face of these difficulties, we have had to make certain
general assumptions, the validity of which rests on data other
than those collected for this study. We have, however, been
careful not to take these assumptions beyond the point at which
they would command fairly wide agreement among relevant
authorities, and we have avoided using as corroborative evidence
any observations or interview material that might raise questions
of inaccuracy or distortion.

We believe, then, that the conclusions arrived at in this report
can stand without reference to these general assumptions, but
that they are more easily understood in the light of them.

The report is Presented in the following way:

. Chapters 1 and 2 consider the meaning of industrial democracy
in the current Norwegian setting. Chapter 1 deals with the views
expressed by leaders ip politics, trade unions, and business;
Chapter 2 presents the views of those who have had first-hand
experience as employees’ representatives on boards. In both
chapters we are concerned with identifying what criteria are put
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forward as the objectives of industrial democracy in the Norwe-
gian situation; in both cases we find multiple and discrepant
criteria, and lack of agreement about the relative importance
of each.

Chapter 3 presents a theoretical model of the range of alter-
native purposes that employee representation might serve, and
of the variety of forms that it might take.

Chapter 4 examines some of the published accounts of ex-
periments in industrial democracy in other European countries,
with particular emphasis upon the differences in the aims and
models that have been put forward in the name of industrial
democracy. These differences appear to be related to national
conditions and hence the success or failure of any one experiment
is not necessarily relevant to other countries presenting very
different conditions.

Chapter 5 explores the situation that arises when an employees’
representative becomes a member of a board.

Chapter 6 prepares the ground for analysis of the Norwegian
material by analysing the functions of the board of a company
and the role of an ordinary board member. We should like to
stress at this point that our view of the functions of boards is not
derived from data collected in this study. While our study data
do, in fact, support this view, it is essentially a theoretical one,
and in this chapter we present the theory for discussion. The
need for such discussion became evident when the meagre results
of schemes of employee representation on boards were examined
in the light of the objectives that the schemes were meant to serve.

Chapter 7 seeks to indicate what conclusions can legitimately
be drawn from the evidence.

For ease of reference the method of research and analysis is
discussed in the appendices, together with additional data re-
garding the Norwegian cases. In each firm we selected a cluster
of interviewees so that the board and the roles of the represen-
tative and other board members could be studied from a number
of different viewpoints. This gave some control over bias and
considerably enhanced the richness of the evidence. Much of
the material involved business secrets or personal confidences
and hence cannot be exactly reproduced or directly atrributed
to a known person. However, we were able in each instance to
refer back to the informants and check that our reformulations
corresponded with what they had sought to communicate.



CHAPTER 1

Industrial Democracy
in the Norwegian Setting

THE VIEWS OF LEADERS IN POLITICS,
TRADE UNIONS, AND BUSINESS

In this and the next chapter we consider what Norwegian leaders
andrepresentatives on boards believe about industrial democracy.
We do this because we understand that as social scientists our
job here is to study the relevance of industrial democracy in
present-day Norway. The extent to which our findings have a
more general relevance is another question.

Like most concepts that lead men to action, ‘industrial democ-
racy’ hasa hierarchy of meanings. At a very general level, there
would probably be wide agreement with the dictionary definition
that industria] democracy means a distribution of the social
power in industry so that it tends to be shared out among all
who are engaged in the work rather than concentrated in the
hands of a minority. This level of agreement is certainly not so
general as to be meaningless. If power is concentrated in the
h?.nds of a minority, then, while it may make a great deal of
difference to the majority whether this power is exercised justly
and with due consideration for their interests, how it is exercised
would not, strictly speaking, exemplify the notion of industrial
democracy.

(General agreement about democracy, and hence about indus-
trial democracy, is not limited to agreement as to the definition
and correct usage of the term. Among those who specialize in
the study of institutions, opinions are largely in accord with
respect to the socia] conditions that are, in practice, necessary
for a democratic distribution of social power. Quite briefly, the

cor;)ditlions necessary for effective democracy are broadly agreed
to be:

! This particular formylatjoy i derived from Karl Mannheim’s Essays on
the sociology of cultuye, 1956, pp. 177-9.

4



S

1. That men are assumed to be equal human beings. If, on the
contrary, some are assumed to be of inferior caste or to be
second rate, then despite any formal arrangements they will
tend to be deprived of effective representation.

2. That all men have such freedom of movement in their daily
lives that they may, if they desire, make an autonomous
contribution to the life of the community. If, on the contrary,
men are extremely restricted by the need to earn a living, by
censorship, or in other ways, then no formal arrangements for
representation will create an effective democracy.

3. That the leadership is removable by, and responsible to, the
many. Ifthe available leadership is, on the contrary, controlled
by some political party or machine, or loyal to a narrow social
stratum, then elections and the like will not ensure effective
democracy.

It is easy to see why, in recent decades, political scientists have
had to spell out the differences between real and apparent
democracy, and it is clear that parallel distinctions need to be
borne in mind in considering industrial democracy.

However, the point of special relevance to our purposes is that
general agreement disappears whenever people attempt to make
industrial democracy a meaningful concept in a particular social
setting. What is in dispute is not only the particular forms of
industrial organization that would best embody the general
notion of industrial democracy, but also the particular objectives
that would be served by such forms. In a society that is deeply
committed to the principle of government by the people, the
general notion of industrial democracy is likely to be approved
as being in line with the democratic ideal. However, the prospect
of the practical implementation of industrial democracy must
arouse concern about its effects on the pursuit of other ideals. No
matter how congruent these ideals may be in theory, they cannot
all be pursued to the utmost in practice, and people are not in
close agreement about the relative importance of each.

These areas of difference and disagreement become obvious
when one reviews the measures taken towards industrial democ-
racy in different societies. It cannot be assumed that discussion
of industrial democracy in, for instance, Yugoslavia refers to the
same concrete realities as discussion of industrial democracy in
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Western Germany. As pointed out above, there is some common
ground, but any useful criteria of social relevance must be sought
for in the area of the differences.

A first step in our study was therefore an ar}alysis of just what
forms and purposes of industrial democratization have been
considered relevant to the Norwegian scene. A series of what we
take to be key statements by leaders will be presented before we
make our own observations.

1. The Prime Minister, Einar Gerhardsen, at a conference on
industrial democracy in Oslo on 9 December 1961, said:

‘It may be useful to make a distinction belween economic democracy
and industrial democracy. One can use thg concept “economic
democracy” as a wider concept associated with social economy or
the economy of the society, while the concept “industrial despoc-
racy” may be defined as a more narrolw concept associated with
the individual enterprise or workplace.l Given this usage it can
certainly be said that the trade union movement in this
country has made great achievements for economic as well as
for industrial democracy.

Such a form of democracy was put forward in 1945 a5 ap
objective in the joint party programme. fn the paragraph on
economic policy it is initially stated that “the objective of our
industry and of all economic activity in the country is to create
work for all and increased production so that, through a fair
sharing of results, good conditions will be secured for aj”.
Furthermore, the joint programme says that “branch councils
should be set up within all sectors of industry and a central
joint consultative board, which shoulq give advice to the
government on economic, financial, and industrial questions . ..
Within the individual industrial enterprise, consultative
production committees with repre§entatives from workers,
employers, and staff should be esta.bhshe.d to increase interest in,
and promote, the most efficient production, good hygiene, and
vocational training...”

Some of the new bodies that have been set up have been
working quite well, and it is possible to point to valuable

! Here, as elsewhere in verbatim quotes from speeches and interviews, the
italics are ours, The purpose is simply to c'lraw attention to points we
consider particularly relevant to the definition of industrial democracy.
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positive results of their activities. Others, and I'm sorry to say
probably most of them, cannot be given such credit. I think
it is important to recognize that these bodies have opened up
the possibilities of great achievements in these fields. This
does not mean that other and better organizational solutions
cannot be found, but it may mean that the people who are at
present involved in the organizational arrangements do not
measure up to the job to be done. In all circumstances one
must, in my opinion, give much greater attention to the
qualifications and attitudes of those who are going to represent
the employers and the employees, and possibly other interests
of the society, in such organizational bodies.’

2. Alf Andersen, first secretary of the TUC, at a conference on
industrial democracy at Granvolden in December 1960, said:

‘Industrial democracy, or a greater degree of co-determination
for employees, is becoming a more pressing question...

We must admit that up till now the question has not been
discussed enough within the unions. The title of this study
conference is “Industrial democracy — where do we stand?”
One might just as well add: “What is it that we really want?”

There is no doubt that the trend towards cooperation has
been advantageous both for industry and for the two parties
included in labour contracts. The idea of cooperation is being
developed but it is, of course, to a great degree dependent on
the milieu that the individual enterprise is able to create, and
on the attitudes of the different sides that are going to take
part.

The trade union movement has contributed to the develop-
ment of the idea of cooperation through extensive educational
activity. We have also assisted in the setting-up of the bodies
for cooperation that we have today. We have undertaken
these activities in line with the clear policy the unions have in
relation to production problems and the general question of
productivity. The trade union movement has seen these
measures as steps in a democratic direction.

Even though the production committees have acquired a
poor reputation, I am personally not in doubt that they have
played a considerable part in the process of democratization
that we are now seeing ... What has happened so far is not
enough, however; we must go further. In industry and busi-



ness a true internal democracy has to be created where joint
consultation and cooperation give the employees a stronger
position than before. The employees must gradually get real
co-determination within the individual company. T/his st
mean that they get greater divect influence on the decisions made
by the company both in the economic and in the technical field.

This is all very good, but how are we to bring it about in
practice? As a point of departure for our discussion let us take
a look at the political scene...

We see a principal difference between the Labour Party
programme of 1954 and that of 1958. I shall not comment
further on the reasons for this, but one fact is clear, namely,
that we were not yet ready to put into effect the section of the
1954 programme that concerned industrial democracy ...

With regard to the production committees, the question of
their status has already been discussed at some length, and I
have expressed it as my opinion that the committees should
remain in their present form. If the influence of the wage-
earners in the individual companies is to be increased, this
should be achieved through the ordinary channels of the trade
unions or through other bodies that might be found useful —
boards of trustees, working committees, etc.

I'should like to refer to what has been said on these questions
in the Swedish report written by Ture Flybo:

“As to the competence of the production committees, it is
quite out of the question to allow a consultative body,
consisting of workers, staff, and representatives of employ-
ers, to have authority to make decisions on issues that are
normally management’s responsibility. The production
committee would then cease to be an advisory body and
would become a kind of management instead. Management
based on the votes of a body comprising workers, staff, and
employers does not seem realistic. As soon as the committee
became managerial, the need would arise for a new consulta-
tive body.

We cannot overlook a question of considerable interest:
namely, whether it is compatible with their primary objec-
tive, which is to take care of the economic interests of
employees, for the unions to become directly engaged in, and
take responsibility for, the tasks of management. So far,
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the trade union movement has said no to this question. A
change in its position would not be limited to a change in its
agreement regarding production committees. It would, in
fact, mean a fundamental change in the structure of the
trade union movement, entailing quite new objectives and
methods of work. Not even a limited responsibility can
allow us to disregard the main point at issue.”

Even if the board of trustees were given strong constitutional
status, we should still have to face the fact that the daily
running of the company must be in the hands of management.
The question then arises whether it is possible in some other
way fo strengthen the influence of the employees in daily manage-
ment, to create a better relationship between management and
employees in respect of all sorts of decisions that have to be made
all the time and that are of importance for the company as a small
society of its own.’

3. From a brochure by Ake Anker-Ording on democracy in the
enterprise (published by the Iron Metal Workers’ Union, 1962)
we quote:

“The idea of industrial democracy, or rather of democracy in
the enterprise, as we shz.111 (Eall it, has in recent years been
included among the objectives of the Norwegian Labour
movement. We have talked about it, and somethine has been
achieved. But the main task remains to pe done, t?zat is, the
decisive transfer of power and responsibility withiy the individual
enterprise from the private owner to the organized unity of all
employees. ) .

We cherish democracy in political elections, in organizational
life, in social politics, in cultural politics, and in economic
politics. Why should democracy stop at the gate of the enter-
prise? It is at the workplace that people spend one-third of
their waking life. It was Franklin D. Roosevelt who formulated
the well-known slogan that we cannot live half-free and half-
slave. It can be said with the same justification that a society
cannot, in the long run, cherish democracy 45 4 leading principle
and then deny the introduction of this pPrinciple in industry, which
is the foundation of that society.’

4. Olav Nordskog, secretary of the Norwegian Labour Party, in



the meeting on industrial democracy at Granvolden in 1960,
stated:

‘I asked a chairman of a board: “What do you do in the board
meetings?” “We just sign the books”, he said. *“We follow the
law, which demands regular meetings; we don’t do anything
more.” And he added: “We leave it to the director to run the
company.”

We will not achieve co-determination or industrial democ-
racy through representation on boards of directors or boards
of trustees. I should add that the boards of government-owned
companies are more active than are those of privately owned
companies in the country. Nevertheless I am sure that
representation on the boards of large companies does not lead to
industrial democracy. We must go the other way to reach the goal.
We must start from below. We must take part in company “mail
meelings”, the daily staff meetings, that is where things take place.
That is where employees ought to take part and share in the guiding
of the company.” 1 believe it is right that we should continue to
have representation o the boards of large industrial enterprises.
We ought to 4, that for veasons of social control. But we should
ITLOC::S?}’( 8reat emphasis on it except for reasons of control. The
and hg?f‘;;t&nt task will have to be pursued along o.thcr lines,
sibility for fhtr?-de unions will have to take the main respon-

€ Introduction of industrial democracy.’
5. Olav Bruvi

Granvolden § k, Minister of Social Affairs, at the conference at

n 1960, observed:

“\iﬁgﬁ;‘ﬁ“gt of all get a clear definition of what we mean by
democracy» hOCracy” and what we mean by “economic
I havey ’ ZO that we know what we are talking about...
orgam'Zatiogna. “ally reached the comclusion that the company
we have todal,s the 700t of the matter. The company organization
relations. Itjhzs buily according lo a pattern of old, patriarchal
complex Organ@ O,"ly 8radually changed as the need for a more
cepted the pr;zaho” appeared. But we have in general ac-
certain strate >t type of organization and concentrated on
terize as a §1¢ points in that pattern, which I will charac-
! Pyramid, 55, said: there we want our people in. It
is proper, I think, t, stat . - Our P e lind

. e the problem 1n this way : Is this kin
of company OT8aNization, developed under particular historical



conditions, the right one to achieve industrial democracy?
Since there are some misunderstandings, I want to make it
quite clear that democratization of the enterprise and a real
co-determination are the goals we must attain. There are
many reasons why this subject has gradually become a press-
ing one. One is that the large accumulations of capital in a
modern society take the shape of real values held by industrial
companies, and there is no reason why the workers should not
have real influence over values which capital and labour
create together. The question is, how do we set about it? I
think we must realize that industrial democracy is a problem of
the workplace. It is democracy in the workplace that we should
promote and it must be created in each individual workplace.
Help and guidance can be given from the unions and other bodies,
but the real process of democratization will never come from outside.
Furthermore, we need sociological research, which has not been
sufficiently utilized in regard to this problem.’

6. Director Martin Siem, at a conference on industrial democracy
in Oslo on 9 December 1961, said:

‘T think we have at least reached some understanding of what
industrial democracy is nof. It seems clear that we are not
referring to an organization of industry in which decisions
would be made by majority votes within the enterprise. Such
a system would be inefficient, and inefficiency would mean the
end of industry. It is my tmpression that we are in the first place
thinking of an organization of industry that will give every
employee full opportunity to participate and to develop himself
within the limits of his abilities...

Opportunities for employee participation and development,
which should be the aim of industrial democracy, can, in my
opinion, be achieved in three ways:

(i) By further development of company organization with
the objective of far-reaching decentralization and delegation
of authority.

(ii) By further development of production committees. It is
clear that we can do much more in this field than we are
actually doing today. It has been shown that production
committees in different companies vary greatly in efficiency.



Also, it is a good idea to distribute the activities of a pro-
duction committee throughout the company by means of
subcommittees.

(iii) By further development of company organization with
respect to opportunities for internal promotion. It seems
clear that through promotion from within employees can
move towards real co-determination. They come into a
decision process at increasingly higher levels and can advance
to the top. We know of many examples from other countries
where ordinary workers are able to reach the top in the
organization, when they have the ability and ap.ti.tude.
They develop themselves on the job and get opportunities to
put into practice their qualities of leadership.’

7. From the outline for a debate on industrial democracy by the
‘Aspengren Committee’ (1962) we quote:

... Employees have gradually won a large degree of direct
co-determination in vital areas. Regarding wages and working
conditions, the supreme ruling of the employers has been
exchanged for cooperation, mutual understanding, and a
balance of power at the bargaining table... Through parliament
and government we have achieved statutory regulation of
relations and conditions in important fields, thanks to cooper-
ationbetween the unions and the political Labour movement...

Before we discuss the practical tasks ahead it seems appro-
priate to Say something about the concrete results already
achieved. .,

_ The main agreement between the TUC and the Confedera-
tion of Employers was first signed in 1935, and today it forms
the first part of all collective agreements. It includes central
decisions about the rights and responsibilities of the two parties
nvolved over the whole spectrum of labour relations. The
Maln agreement guarantees security against unfair treatment
for hundreds of thousands of employees in companies through-

out the country. For this reason it has been called the Magna
Carta of indust

The part of the main agreement of particular interest for our
purposes is the new formulations included in Paragraph 9 after
the 1957 revision. These show that a new idea is gradually
winning through. In a protocol signed by the two main



organizations after negotiation the need for strong and active
cooperation in industry is underlined. Attention is drawn also
to the importance of the employees’ feeling of involvement in
company affairs. The protocol stresses this as a necessary condi-
tion for efficient production. Against this background, the
parties try to find appropriate forms for the discussion of all
mutual problems within the company.

It is in this perspective that we must view the new formula-
tions in Paragraph 9. These say that representatives of the
employees must be informed about the company’s financial
position and production plans. Management is required to
discuss with these representatives any proposed changes in the
work situation, and at the same time to give information about
the consequences of these changes for the company and its
employees.

When work conditions and employment are involved, em-
ployees have the right to be heard, through their own spokes-
men, before action is taken. If management cannot accept
their points of view, it must give reasons for this, and notes
should be kept of these discussions...’

The brochure then goes on to discuss production committees as
one important stage in the attempt to achieve a greater degree of
industrial democracy. Later, it is stated:

‘...Despite the advances that have been made, there is still
no recognized place for the workers in the company constitu-
tion...

One of the major objectives in the years to come will be
to give all the interest groups that arve directly associated with the
enterprise an increased democratic share of responsibility, and a
rightful or appropriate share in the decisions of industrial life...’

8. The president of the Norwegian Association of Manufacturers,
S. Walter Rostoft, stated in a lecture given during the autumn
of 1962:

‘On the question of democracy in relation to companies there
are a few points that should be made clear. First of all, it is
misleading to perceive a company of today as a society with a
government that has authority over its members. Such a view is
sometimes put forward in the discussion of co-determination.
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1t s misleadz'ng because the first and foremost function of the
“OMPany is to prodyce what sociely needs and not lo rule over
people. The économic function of the company is its raison
d’étre. In 4 Sociological sense it is, of course, a society or a
Thap: but only a5 100 o0 5t fulfils its economic responsibility.
e first duty of Management is to achieve h]gh pr(:)dllCthltY
and profit, Ty, Wwelfare of the employees, however impor tant'
and Necessary, must be secondary. The employees ‘_’/ a company
are not membeys of an institution that exists for their advantage.
ey conStitute a g‘roup that has claims to make on the com-
pany, anq they are a very important group, but not more
Important than other groups, such as consumers. ... £
€Isonally | believe that the solution of the pl‘Obl(‘}IT} 0
“mocracy in ¢ € company is to be found in terms of participa-
ton anq poy In terms of ““co-employership”. A lot has bfieln
~*1 Much more can be done and must be done. The right
to realiz, One’s abilitips in productive work, the right to be accorded
" and the vight 1o use one’s influence and goodwill alre
t “” culture. Even though management may be sore y
STbted, jp Periods of tough competition, to fall back on the
Mlusiop he authoritarigan system, with directives from the
few and op, ience from the many, is the most reliable principle
of org&m'zation for achieving a strong and productive firm,
Such ap Attitude jg in fundamental conflict with our ideals and
“’Ouh_i result i chronic friction and tension. However, there is
Srowing "Nderstanding of the fact that companies that can
develo al partici agtion will release forces and resources
?nmong their employelc?:s that will make these firms stronger and
w:;?'competitive than companies managed in an authoritarian

9, .
theF cumele i Ployers’ side there has been a natural tendency in
unde;-1 réffn t discussion to concentrate on the role of managegnent
. . . r _
Nicolayse SNt forms of industrial democracy. Director Aars

N stated at , conference in Oslo in 1967 -
When

Deople talk ntation at board leyel, the 1dea is
p robably 1, achieye Z:ZZ: ::ZZZzicatio1z within the company- Let
Us therefore take a ook at management relations in a company,
and at the relationship between the managing director a_nd the
board. T belieye it would be useful for CVery company In this
country to congiger and to clarify what is meant by manage-



ment. Is management the managing director? Is it the board
and the managing director? Or is it the managing director and
some of his colleagues, and, if so, which of them? Personally,
I think it is certainly correct to say that the management of a
company is bounded by the managing director on one side and
the supervisors on the other. It isimportant to distinguish be-
tween the responsibility of management and the responsibility
of the board. Management is responsible for internal leader-
ship, whereas the board represents the company externally...

What is the main task of a company manager? Quite simply,
to provide the conditions that will enable each subordinate to
fulfil his responsibility. I should like to make it quite clear
that this also applies, of course, to the supervisors in their
relations with the workers. A supervisor should be very
sensitive and alert to the opinions of his subordinates about
how a job should be tackled. He should first and foremost
take into consideration the work experience accumulated in

the company...’

10. In the quarterly Minerva (No. 3, 1961), reference is made to
a lecture by Dr Sjur Lindebraekke. He states that he does not
consider the legal approach to be appropriate and he recalls the
preliminary law of 1920 on workers’ councils in Norway. (This
law, which existed up to 1963 but never really came into oper-
ation, would have allotted to the councils the same functions that
shop stewards have, plus some additional consultative functions.)
In the conclusions of this lecture he observes:

‘The only sure thing about co-determination in the forms in which
it has been launched so far — imposed by law — is that it would
defeat its own purposes: namely, to promote confidence and
cooperation within the enterprise. The basic issue is not the
right of co-determination or of representation in itself. We
are in reality facing one of the central problems of modern
industry: how to strengthen the feeling of cohesiveness be-
tween the management of a company and its employees.
There is no simple solution to this problem. It is a matter of
the interplay of a number of factors that contribute to the
atmosphere of satisfaction and fulfilment in work within an
enterprise...’
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CHAPTER 2

Employee Representation
and Industrial Democracy

THE VIEWS OF EMPLOYEE REPRESENTATIVES
ON SOME NORWEGIAN BOARDS

In this chapter, we shall concentrate upon the narrower problem
of employee representation on boards as one form of industrial
democracy. As in the preceding chapter, we shall still be pri-
marily concerned with exploring what this has meant in the
current Norwegian setting. For this purpose we have sought the
views of individuals who have had direct and recent personal
experience of being representatives.

Their experiences might be expected to indicate, more speci-
fically than did the broader statements of the various leaders
cited in Chapter 1, in what ways employee representation can
advance democracy. Nevertheless, if we are to limit the danger
of over-generalizing from the evidence, two points need to be
borne in mind during the reading of the views of the repre-
sentatives:

(a) The five companies where they gained their experience are
all wholly or in part financed by state capital. As a Social
Democratic government was in power, these companies might
be expected to provide a more favourable setting for such
experiments than would private companies.

Furthermore, in these conditions the representative may feel
that his presence on the board is specially justified in the sense
that he represents the government as a major shareholder.
In private companies this extra role would not exist.

(b) Because the representatives have accepted a personal

commitment to their role one may expect them to have a

tendency to err on the side of overestimating what they
achieve.

The following excerpts from interviews give a fairly full
17



picture of what representatives think they have accomplished
and what they believe they were supposed to accomplish.

‘I don’t remember exactly what our main reasons were, but we
were in some sort of a nationalized (socialized) enterprise and
we felt it would be right to have a representative. .. At the time
quite a bit was written in the newspapers and many speeches
were made about this company being in the lead, being a sort
of pioneer company...I wanted to do my best, and I felt it was
my duty fo speak on behalf of the employees...1t could be to
speak for someone who was in trouble...On important matters
I would get many requests from people asking me to do some-
thing...1 had to be careful. I could not take sides. I had to be
independent. ..

Mainly T had to think about social problems, housing, for
example. As time went on, there were many personnel prob-
lems. In these cases perhaps my most uscful contribution was
to supplement and correct information that was brought up in a
board meeting. 1 felt I had a mission in this respect. There may
have been labour conflicts, perhaps illegal ones, and some
people may have been unjustly blamed in such cases. Other
board members might get a wrong impression of such matters.’

. A representative who has been active not only as a board mem-
er but also as a participant in many discussions about industrial

fiemocracy stated the reasons for representation more explicitly,
In terms of principles:

The major task of the representative — or of any board
membelj — 1S to create the right conditions for the best possible
production. Those who represent the workers must see things

from thg employees’ point of view. Also, workers and staff
have a right to be hearq’

) 1;11 the board members interviewed mentioned the employees’
right to be heard as a reason for employee representation,

although it is not always thought that the board meeting is the
proper place for them to be heard:

“The value of representation on the board can be regarded in
different ways by the workers. When the administration is
preparing a case for the board, there is no one to ensure that
the workers’ viewpoint is given due consideration. The



administrative personnel always have to think about the
board’s reaction, and if there is no one there to take care of the
workers’ interests, these may not be sufficiently taken into
account.’

This statement expresses the viewpoint of an experienced trade
unionist who is used to bargaining. A former shop steward of a
younger generation may be more accustomed to working through
the administrative channels of the company:

‘There could be a personnel problem, e.g. an appointment that
someone might find dubious. The simplest thing would be to
have a chat with the personnel manager and hear the reasons
for the appointment.’

If the explanation given by management is not considered
satisfactory, a representative board member will probably feel
pressure from the workers and will try to exert pressure on the

board:

‘As a representative you are aware of the pressure behind you
and, of course, you want to explain clearly how the workers and
staff look at things...But this can be difficult since you also
want to cooperate in confidence. ..

Rather than dissent, you may ask for a decision to be
postponed and for further clarification from the administrative
director.’

The same representative explained how he would have to use his
own discretion and look at the problems in a wider perspective:

‘Before, you thought that everything depended upon the
worker and his effort — you could sit in bargaining sessions
with management and find it difficult to understand them.
Obviously, when you get a wider perspective you see what a
company consists of, and you understand more... We have
many good things to protect in this company, and we are
striving to get a viable economic situation in which to develop
further.

I believe the board appreciates having information from the
representatives that it might not otherwise get...’

Another man reported:
‘In some cases, my mandate on the board would be restricted



because I knew the attitude of the union from discussions be-
tween the personnel department and the shop steward com-
mittee — discussions that had brought no results. If I felt
that a good case could be made out, I would, of course, pursue
the matter at board level.

More specifically, I felt it important to bring up, for example,
housing problems, an area where we have continually had
difficulties...I wanted to get clear lines of policy on housing
and personnel matters...And of course we would bring up all
kinds of investments. There might have been a purchase of
machinery that we felt was important, or other things that we
wanted to discuss from our point of view...

We wanted a long-term plan so that we had something to
hold on to and could see how things fitted together. We
wanted to hear about prospects for the future.

It may be difficult for a representative of the workers to
make himself heard at a board meeting, because the problems
can be so complicated; but there is a kind of control in that
you are on the board and you get to know everything — you
get all the information.

.For my part I never felt that I could come to a board meeting
with the attitude that I was on equal terms with all the other
members. That was quite clear. I lacked the knowledge for
that. Soin the beginning I had to limit myself to topics I knew
something about. Halfway through my time of tenure, I
understood the company situation sufficiently to know where
the shoe was really pinching. It is good for the workers ¢o have
a representative and to exchange information with him so that as
many as possible get to understand company problems from the
board:s point of view. But you may never get a representative
who is well enough informed to have real influence. And I
don’t believe you can hold the position for a long period with-
out experiencing some friction with those you represent. If
you make no decisions you may be considered too passive, and
the union committee will want a more active man. Or you
may take decisions with which the committee disagrees.’

The representative quoted above has stressed the educational
effect Qf having been a board member. He has indicated the
potential conflicts the representative will meet, and the changes
that may follow from such conflicts. Before going further into
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this, we should hear other representatives express their opinions
on the need for feedback from the board to employees and from
employees to the board:

‘One ought to have done more about giving information back
to employeces, and I think I failed a little in this respect. Well,
it was a bit difficult. Papers were often marked “for personal
information” and obviously there are many things you deal
with on the board that can’t be made known outside. Another
thing is that there may be several different groups of employees
that you should report back to. For some representatives this
may be easier. There could be cases that had to be handled
with care and discussed confidentially, and still it would be
very important that people should be kept informed. One had
to use one’s own judgement and take the responsibility. One
must rely on people to be trustworthy.’

Another representative makes it clear that he had to change
his mind about giving information back to employees:

‘My colleagues felt that they would now, through me, get more
information, but I think I have let them down. I have myself,
as a union man, felt that I was given too little information. It
was very difficult to make contact with the board. I had
promised to bring back information, and I did so in the be-
ginning when I knew it would cause no trouble. But it is
difficult to judge the value of information. It would be nice
to say that all the information was reported back and that
everything was open. But if a case has been discussed in great
detail and decided upon in a way that is considered fair, there
is no point in having yet further discussions about it in a
different forum afterwards. Everything can be looked at from
different angles, but it is obvious that people may not have
enough background knowledge to enable them to make judge-
ments. You cannot expect everyone to have such knowledge.’

An even more difficult situation may be faced by a representa-
tive when he feels he is representing the government as well as
the employees:

‘I may have said on the board that unless I could communicate
with the main shareholder I would have to retain my reserva-
tions, and this would go into the minutes. And so it would be



understood by the board that it would be wise to have such
communication before decisions were taken. However, it might
be something that had to be kept confidential, as for instance
when millions of kroner were to be raised either by a loan or in
the open market.

On the other hand, when you know that the morale of the
workers is not good in some part of the company, you can’t
help bringing this up and attempting to help, so that manage-
ment and you as a board member can try to improve it. Strictly
personal matters do not reach board level. The handling of
such matters is delegated to the personnel division or to the
company manager. It has happened that I, as a board member,
have taken up a particular matter with administrative per-
sonnel and have not been able to convince them. I would
then bring the matter up at board level.’

' The following statement makes it quite clear that a representa-
tive may have to balance his right to be heard against the danger
of bringing bargaining into the board room:

‘Well, T could agree to sec a shop steward (in a bargainin

situatiqn) but it would be against the basic agreements between
the main organizations to do more than that. I woyld have to
explain this. And I think if I did anything else, my own uniop
would tell me to keep out of its business...

I'have also told the employees that I represent the com

for example in orientation meetings (according to Parag
1n the main agreement)

be the receptacle for

pany,

raph g
. but it is not a board member’s job tq

the workers’ complaints.

We had an incident when a certain board member was tolq
that he could not take part in bargaining problems at boar
level. If I had beep told that I would have felt that T was less
than a full boarg member and I would have picked up my hat

and lgft. T have never had the feeling that I did not have the
full rights of a boarg member.’

As a last £xample of the way people perceive the demands for
representation as one kind of co-determination, we should like to

quote an experienced trade unionist who has also been a boarg
member:

‘As a trade union man apq 4 representative on the board, I
have seen how very Important it is to have a positive attitude



towards the workers, to understand their point of view and to
have good relations with them. This forms the basis for good
productivity.”

This last sentence is only one of many instances where the rep-
resentation of employees was spoken of as a useful way to
improve productivity.

What have been mentioned so far are reasons for representation
that the interviewees have felt are fair, logical, and of such a
nature that they could be publicly defended. In addition, reasons
were given that were not really of such a kind. In some cases it
was admitted that representation was a supplementary way in
which affairs could be settled informally, although it was not
formally the correct way. One representative remarked:

‘We can follow up on the board what union and management
have agreed upon.’

Another kind of statement was this:

‘A major reason why the unions should be represented on
boards is fo see what happens there.’

This statement was made in an interview where a trade union
official (who was not a board member) had made it clear that
representation on boards was just a supplementary arrangement
to the collective bargaining system. Furthermore, he added:

‘For the man on the shop floor, it does not mean much that
there is a representative on the board. It does not change his
daily situation. However we, as trade union men, areinterested
in having that extra contact at board level, where we can voice
our opinions, be heard, and even influence decisions...

Our main problems must be handled by the union and, in
terms of economic democracy, at government level and at the
general political level. Meanwhile, the board provides a useful
point of contact. But some very real problems of the workers
and the staff cannot be solved at either board or political level.
These have to be solved within the company.’

PRELIMINARY CONCLUSIONS

As expected, the interviews with representatives spelt out in
greater detail than did the statements cited in Chapter 1 the



purposes that appeared to be served in practice by representation
on company boards.

Apart from simply reasserting that representation on boards
implemented the employees’ right to be heard, i.e. that it was
a step to greater democracy, the interviewees pointed to several
specific purposes that could be served by representation:

(a) Representation could serve as a control on the way manage-
ment carried out its personnel functions.

(b) It could restrict the freedom of action of the board to take
measures that would be very unpopular with the employees.
(This is only hinted at in one of the above excerpts but came
out more fully in interview material that will be dealt with
later when we assess results.)

(c) B}f making available to the board the worker’s special
experience and knowledge, representation could increase the
chaqces of the board’s making decisions that took into account
t!ne Interests of its workers. Thus an employees’ representa-
"uve could help to draw the board’s attention to the need for
Investment in welfare schemes (e.g- housing, pensions).

The§e are only possibilities, and by no means all of the repre-
sentatives thought they had realized each of them. The critical
questions are, how effective are these forms of influence, and how
far, compared with alternative means, do they contribute to the
intended aims of democratization? Whether the majority of
femployges think representation an important step towards
industrial democracy is not a pertinent question if the representa-
tives cannot in fact use their role effectively. (We assert this
be;au_se, as can be seen in Chapter 1, no leaders are seriously
thinking of industria] democracy as a ruse to raise morale by
creating merely an impression that company affairs are of
common interest.)

We wish to delay consideration of questions of effectiveness
until after the presentation of evidence from non-Norwegian

sources, b}1t two features of the remarks quoted should be noted
at this point:

(a) There is little evidence of active communication and feed-
})ack between the workers and their representative. This, in
itself, makes suspect the effectiveness of representation,



particularly since the representatives are not responsible over
a longer period to party or programme.

(b) Nine out of the twelve representatives interviewed make
some reference to having to take a board or company view of
some matters, particularly production.

These points suggest that it may not be easy in practice for
representatives to exercise control over the managers in personnel
matters, to restrain the board, or to push welfare demands too
hard in the face of other company requirements that they may be
ill-equipped to judge.



CHAPTER 3

Purposes and Forms of
Employee Representation

SOME HYPOTHESES AND PROBLEMS

Before proceeding to a discussion of non-Norwegian experiences,
it is desirable to describe some of the more obvious alternative
purposes for which representation may be invoked and the alter-
native ways in which it may be used.

When this is done, it should be a little easicr to relate the
examples from other countries to the purposes and forms con-
sidered appropriate in Norway.

There are three different ways of looking at the tasks and the
possibilities of representation :

1. The employees’ representatives may be taken to represent
different levels of employee interests, e.g. their interests as 2
social class, their interests as a group of employees, or their
interests as employees in a particular workplace.

2. Representation may be weak or strong in the sense that Fh'e
rights of participation may range from consultation, to particl-

pation in decision-making, to having the power of veto upon
decisions.

3. Representation may introduce employee influence into the
critical areas of technical and business decisions, or such

influence may be very limited, for instance to personnel
problems and welfare matters.

In the case of representation on boards as we have studied it
in some Norwegian firms there is usually no question, at least in
theory, about the right of participation in decision-making on
any of the matters coming before the board — the representative
is presumed to have the fy]] rights of an ordinary board member.
In reality, of course, the ability to participate in decision-making

26



will depend to a large extent on the quality of the representatives
and on their numerical strength. The appointment of repre-
sentatives to boards leaves wide open, however, the question of
the level or levels of interest they are expected to represent. The
alternative levels are discussed below.

Level 1: Representation of the interests of employees
as a social class — general political interests

Representation of this level of employee interest is largely
designed to influence the way a board exercises the power it
derives from its control over economic units, rather than to
change the basis of that power. Thus in past decades we have
seen political representation on boards used by both Nazi and
Communist governments in their efforts to bring all sources of
social power under political control. Used for democratic pur-
poses, this kind of representation seems better fitted to serve ends
relating to political or economic democracy than to industrial
democracy, and even then it presupposes that boards cannot or
will not be guided in their decisions by the law and the economic
requirements of their company. Thus in Occupied Western
Germany the AMGOT! introduced representatives onto the
boards of German industry because it wished thereby to prevent
those boards exercising their powers to aid Nazi survivals.

The preferred person for representing this level of interest will
naturally be someone who is knowledgeable of, and loyal to, the
governing political party. He will not necessarily possess the
experience or interests that would lead him to work for democ-
racy within industry, although preference may be given to
someone who has industrial experience. A modified form of this
level of representation is fairly common in mixed economies.
This is the case where a person is put on the board to represent
the state as a major shareholder. Insucha casetherepresentative
is more likely to be someone with experience of the ministry
concerned, and less likely to be a political person. In most respects
these representatives are no different from others who are placed
on boards by strong shareholding groups or creditors. Like these
others they can cause difficulties for a board because of their
claim to have a special independent franchise, but their role is not
related to any question of industrial democracy.

! Allied Military Government of Occupied Territories.
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Level 2: Representation of the interests
of employees as an occupational group

Representation at this level is best fitted for influencing and
controlling tendencies by boards to reduce labour costs or
investment in welfare. Tt presupposes that these tendencies
cannot be controlled in other, more effective, ways.

As this type of control is basically exercised by trade unions
(backed by a legal framework governing safety, hours of work,
¢tc.), the implication is that such representation would be needed
only wbcn the unions were relatively weak and ineffectual. This
conclusion has been drawn by Clegg (1960) from his study of
the pcrs‘:istencc of co-determination in West Germany after
Occupation ceased. There is also some suggestion that the Italian
I ascist government felt it necessary to appoint such represen-
tapvcs to control abuses after it had hamstrung the trade unions.

[he main effect of this kind of representation is to strengthen
the power of the trade unions vis-da-vis the employers. By having
@ man on the board, the trade unions can be better informed of
the bargaining strengths and weaknesses of the employers and
they canalso make it more difficult for the board to take decisions,

for example on wage matters, in the interests of the overall
position of the company.

Level 3: Rej)r.esentation of the interests
of employees in g particulay company

At this level of interest, representation potentially covers a wid
range of matters only some of which would normally be deal:
with by the local union organization. Of the interests that gy
not be already covered, the main kinds are: Y

(a) Interests that the employees bring With them to thej
employment (the so-called boundary conditions of employmeni
that are explicit or implicit in the labour contract of each
individual). Interests of this kind that may not be fully take
care of could be the degree of respect, safety, and comfort ’chartl
the employee wishes to secure, and his career Tequirements for
security and advancement. Obviously, for effective representa-
tion of matters such ag these, the representatives woyld need
to be persons knowledgeable of, and committed to, the interests
of the employees of the company.



(b) Interests arising on the job itself: immediate problems
concerning control over day-to-day work; and longer-term
problems such as might occur with the introduction of new
product designs or new machines.

The above considerations are by no means exhaustive, but it
does seem clear that the level of interest being represented makes
a significant difference to the ends that might be served by that
representation. We think that these points are still relevant even
whege representation at more than one level is intended — if only
because they can help to indicate who will make the most suitable
representatives.

At the first level, representation on boards is at best peripher-
ally related to industrial democracy, although it could play a role
in economic democracy.

At the second level, representation seems to be more concerned
with those problems of industrial justice with which the trade
unions are basically occupied than with industrial democracy.

At the third level, representation seems to be very much
concerned with the problems of industrial democracy. It is not
easy to determine on general grounds whether representation on
the board is the most effective of the possible ways in which
varied local interests can be met. The interests listed under (a)
above are partly matters that would be covered by the local
trade union and they should in any case be dealt with for the
board by the personnel division of management. Admittedly,
if this division is not to become paternalistic, there should be
some form of management-worker consultation. However, con-
sultation might appropriately take place in a joint committee
under the chairmanship of a representative of management
rather than at board level. Production committees seem to be
one of the major means evolved to democratize the handling of
interests arising from the work itself (group (b) above). These
committees would appear to be appropriate for handling the
longer-term problems arising from the work situation. They have
the potential advantage of being able to offer representation to
all groups of employees, and thus the longer-term issues can be
related to the great variety of working conditions that can exist
in any one firm. However, such marginal contact and indirect
representation as these committees provide are still insufficient
for communication and joint decisions about the day-to-day



work. Furthermore, failure to achieve democratic handling of
the day-

to-day problems seems to undermine the work at higher
levels of representation.

In most cases where a

representative or consultative system
operates in a f

irm, the evidence seems to be that attention is
primarily directed towards the first broad class of Prpl?lems.
These are the problems that concern the personnel d1v15}on of
management. The second class of problems, thosec relating to
policy changes, major technical changes, and the like, seem t'o
Present greater difficulty for representation systems. This
finding, along witp, other evidence, leads us to feel that the crux
?}f fhe P’Ob{em lies in the fact that in the day-to-day ongoing wqr{e of
h'l:: "erprise there is oo low a level of individual em ployee participa-
it se;ems ;Z;?g: lSome higher degree of participation at th‘z.lsbdtrect if;vtzlé

> o

L0 sustaiy, tkeey that enough interest or knowledge could be gene

cies o’ Of difficult and extended cffort required to work
out . .
we olicies wiy "8ard 1o magjor long-term changes. Briefly, what
are SUggesting
emergence

'8 1S that two of the necessary conditions for the
that the ; of @ highey level of participation are not present: these are
second, gy, o 2al shoylq have more elbow-room within .hzs. job, and,
Tesponsibility for decisions affecting his job.



CHAPTER 4

Industrial Democracy
in Different Countries

SOME MODELS AND EXPERIENCES

Only under certain conditions may a study of industrial democ-
racy elsewhere be of value to a further understanding of the prob-
lem in Norway. We must not restrict ourselves by such rigid
definitions of the concepts involved that all practical experiments
fall too far short of the purity required to give any decisive
evidence. Nor must we be preoccupied with collecting proof of
the supremacy of one political and economic system as compared
with another. It will be more fruitful if we take into account the
historical and social background against which experiments in
industrial democracy have taken place in different countries.

YUGOSLAVIA!

For Yugoslavia the Second World War was also a Communist-led
revolution against an old monarchy in a country with a primitive
economy. It was not unnatural for the new military and political
order headed by Tito to use the People’s Committees, established
as a basic unit in the war operations, in the work of reconstructing
the country and developing industry when peace came. Follow-
ing Communist ideas little practised in the USSR, as well as
experiences in some Western countries during the 'twenties and
‘thirties, the Yugoslavs introduced Workers’ Councils as the
major unit of management at company level. Having overtly
rejected notions of centralized political domination, the Yugoslavs
decided to demonstrate that decentralization could work in

! This account was written in 1964. There have been many developments
since then, but we feel that these have not really changed the relationship
between Workers' Councils and the rank and file of employees.
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industry. People’s Committees and Workers’ Councils became
the main building blocks of the new system of sclf-government.

It is difficult to present an accurate picture of the Yugoslav
system of government and industrial organization since changes
are continually being made. The law of 1950 laid down the
principle of company management by worker communities. The
law of 1955 laid the foundation for more completc communal
self-government.

Fzgure] gives an outline of the Yugoslav system of company
organization as it was set up in 1962.

Figure 1 YUgOSlav system of company organization (1962)
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Within the company the Workers’ Council is the highest
authority. The members, varying in number from fifteen to 120,
are elected annually for a maximum of three years by the
workers and staff (formerly by the trade union). The Council,
together with the local People’s Committee, appoints the director.
He, together with the management board (comprising three to
eleven members), manages the firm under the direction and
guidance of the Council, which usually meets monthly. The
Council approves plans for production and marketing, makes
decisions on wages and the use of profits, and, since 1964, is
responsible for the hiring and promotion of employees.

On the fringe of the company are the League of Communists
and its Youth Organization, both of which take an active part in
educational activities to improve the skills and morale of the
workers. The local People’s Committee has a Producers’ Council
which gives advice to the Workers’ Council. The director of the
company is probably fairly sensitive to this advice since the same
People’s Committee is responsible for his appointment. The
director is also likely to keep in close touch with the local branch
of the League of Communists since he knows that the federal and
district authorities have their contacts at company level.
Critics of the Yugoslav system have pointed out that if the central
political authorities should find that the company, with all its
representative systems, has not made wise judgements of the
situational demands, neither the union nor any other body can
stop these central authorities from putting restrictions on the
settlement of wages, prices, etc. (see Clegg, 1960, p. 63).

For our purposes, the critical information is that which will tell
us how these formal structural arrangements work out in prac-
tice. Do they lead to an effective sharing of power in the indus-
trial setting while maintaining the goal of efficient industrial
production? Since 1960 the Yugoslavs have shown themselves
ready to examine their system of industrial democracy. Their
published studies, however, deal with the general characteristics
of the system and these, though they may be relevant to certain
classes of political decision, do not assist our inquiries. The only
studies known to us at the time of writing (1964) that provide
concrete details of the functioning of Workers’ Councils are those
by Kolaja. Following his 1960 paper on Workers’ Councils set
up in Poland after the political changes of 1956, Kolaja was given
permission to conduct field studies of similar bodies in Yugoslavia.



His pu-bli.shed data (1961, 1965?) refer to the operation of Workers'
qunc1ls In two Yugoslav companies. N
" the two Companies studied by Kolaja, market competition
vasa Very real influence on profits, methods of production, and
Salejs Policy. Federal and local authoritics and the banks ex:efted
th:lr "fluence op investments and other financial decisions
ex uBh taxes and the rate of interest. (Kolaja reports as an
fe a;nple that in 1957 one firm paid 62 per cent of its profits to
is rzclll 2uthorities and 8 per cent to local authorities.) \’Yhen ta?{
Opvitl tl?e Test of the profit is allocated by the Workers Coungl
l‘unn?fe lncreaSQS, investment, and housing. If the company is
be a-(gl at a loss, as little as 60 per cent of average salaries maly
1‘00111)1} * Within these limits there is apparently §on51df3r.al')e
tive 5 05 10ca.1 Initiative and decision-taking. Exercise of lmtla:
ou o deCISIOH-I'Haking are the prerogative of the Workers
nell and the Mmanagement board of a company. In so far as

TABLE )
LE 1 Analysz’s of participation 1n meetings of the management

Ten memy,
Director ers of the Mmanagementboard 179 }) 7 24

, 104
ther 48 22 .
Wtoup 34 4 26

TABL ) '
E 2 Analys;s of participation in meetings of the Workers

I'requency of : o
Statements Suggestions Decisions

Frequency of : o
Statements Suggestions Decisions

26 Membe -—

Chairmap 'S of the Workers’ Council 182 43 9
Director 16 10 3s
Others from m, 25 19 66

Source : Kolaja (1961).

1
we‘aNc]:ch - “{e yore Preparing the Norwegian edition of this volume.in 1964

. gsu ted a drafy of Kolaja (1965). Passages quoted from this draft
texte °en amended in this English edition to accord with the published



these bodies have been constituted to allow workers to share 11
decision-making, it is important to see how far they actually do so-

Kolaja conducted interviews with employees and attendgd
meetings of the Workers’ Council and management board In
each firm. By classifying recorded participation at these
meetings in a company with roughly 500 employees in 1958,
Kolaja found the patterns of influence shown in Tables 7 and 2.

These data give some indication of what actually goes on in the
meetings, of how influential the ordinary rank-and-file membe{S
are as compared with those from the management group. It 1S
bound to be difficult to say that a man who participates is simply
making a statement and nothing more. Likewise, it must be
difficult to classify a contribution in a meeting as a suggestion or
a decision. However, Kolaja’s findings seem clear enough. As
far as board meetings are concerned, management personnel carry
much greater weight in the company than is indicated by the
formal organizational pattern. The rank-and-file members may
voice their opinions frequently, likewise the engineers, economists,
and other management personnel, but it is the director (the
manager) who usually makes the decisions.

Defendants of the Yugoslav system might claim that the
workers’ influence is not significantly reduced just because the
director makes the decisions on the management committee,
since this body must report to the Workers’ Council, which is,
after all, the highest authority. But how much do the workers
really influence decisions in the Workers’ Council? Table 2
shows the dominant role of the director even at this level. It
should be noted that the Council tends to be recruited from those
who have the most training and experience, which means that
foremen and technicians tend to play a major role in it. Further-
more, most of the production, technical, financial, and marketing
matters are prepared and analysed by specialists before the
meetings so that it is hard for unbriefed laymen to bring forward
new evidence of sufficient weight to change proposals or to veto
decisions already made by management.

Kolaja (1965, pp. 45-9) gives a vivid account of a meeting of a
Workers’ Council in a textile company (termed Factory A),
employing 1,600 workers:

‘This meeting [17 July 1959] was held in a large room in the
accounts office, where more than fifty persons could be easily



seated. It was attended by thirty-seven members; thirteen
were on vacation, two were sick, and one was officially on a
trip outside Belgrade. All the members of the managerial
collegium were present. The director did not attend.

The chairman, a floor supervisor, opened the meeting by
reading the agenda, which was as follows: (i) production plan
for 1960; (ii) balance sheet for the first half of 1959; (iii) regu-
lations concerning premium payments; (iv) allocation of
apartments; (v) miscellaneous. He presented the five points
skilfully, and throughout the meeting kept the agenda moving,
like an efficient parliamentarian. He seemed to be popular.

The head of the production-technical department gave a
ten-minute speech outlining the production plan for 1960.
Though the previous plan appeared to be only 80 per cent com-
pleted, the new plan expected the total volume of production
to increase by 8 per cent, as compared with the current plan.
The head’s talk included a lot of figures and percentages, but
none of the members took down any notes. I got the im-
pression that people did not digest all the figures that were
thrown at them. However, there were several questions when
he had finished his presentation of the plan. A woman asked:
“If the plan is enlarged, will we be able to get cnough raw
material?” A man asked: “How will the holiday rota be organi-
zed?” Another woman asserted that women with children could
not work on the night shift which was being planned for the
spinning department. These questions were dealt with by other
members of the managerial collegium. It was also stated by the
managerial group that for the next few years the purchase of
new machines could be planned only for the spinning shop.

The third item on the agenda, the introduction of new rules
COnCerning premium payments, elicited a lively reaction. The
head of the personnel department opened the discussion by
asking members whether or not they had read the outline he
had sent them two weeks prior to the meeting. One person
complained that he had not had time to look it over. An older
man rose to his feet and said that he was against the whole idea
of premium payments because the workers did not like them;
furthermore, he asked why white-collar employees got more
pay than workers. Another man joined him in his criticism of
the premium system. The personnel officer did not accept these
views: he said that everybody was paid for what he did. The



question at issue was not whether to have a bonus system, but
whether the proposed new regulations were satisfactory. There
were two further comments by workers and two by other
management persons. The young and self-assured head of the
production-technical department took the floor and brought
the discussion to an end by stating that premium systems were
found in both capitalist and socialist societies, that they were
necessary in order to maintain quality, and that perhaps there
should be a group quality bonus because in the preceding year
some products had been returned to the factory on account of
their poor quality. It was therefore agreed to set up a com-
mittee composed of four specialists to work out further details
of the premium system.

The next point on the agenda evoked the most dramatic
response. During the discussion on the allocation of accommo-
dation in the new factory-built and -owned apartment house, I
noticed that some members of the council took down notes for
the first time, and that they really argued the proposals that
were put forward.! The apartments committee itself had
assigned thirty-three units, and had left five to be assigned by
the workers’ council; a further two were reserved for the
director’s decision.2

The first to raise his voice was the lawyer:3 “Why was my
name dropped from the original list that was previously
approved by the workers’ council?” The controller, in his role
of chairman of the apartments committee, answered that the
committee had not been clear about the lawyer’s general
situation. He was scheduled to get an apartment when the
next construction project was completed. Immediately, two

1 The same happened in Factory B. There, even the Proposed distribution
of apartments was voted down, and a new allocation had to be undertaken
(minutes of workers’ council meeting 22 and 23 July 1959).

% ...the enterprise had to be able to offer accommodation when it was
competing for specialist staff in a free labour market.

3 The enterprise had its own lawyer and two physicians, They were not
members of the managerial collegium. However, the lawyer was supposed
to attend meetings of the workers’ council so that jegal advice was
available if required. I was later informed that he had been expelled from
the League of Communists because he belonged to those who supported
Stalin rather than Tito. However, he was Presumably doing his best to

be accepted again. The lawyer often tried to engage me publicly in debate
concerning my political views,



other men rose and asked why they had not been considered bx
the committee. Neither of them was a member of the workers
council. They stood behind the members,! who were seated.
The head of personnel, who was also on the apartments com-
mittee, said that preference had been given ac“cordlilﬁ to
seniority, where upon another employee blurted out, Butld S’ve
been working here for forty years”. The controller to : 1m
that his position would be considered later; but Fhe worker, a
bricklayer employed by the firm, was not sgtlsfled, and kept
Protesting. At this, a foreman from the weaving shop', who was
@ council member, said: “If the bricklayer doesn’'t get an
apartment, [ am giving up mine. I don’t wapt it.” _
Another counci] member joined in, expressing surprise ﬂ.lat
the lawyer, and a woman with a child who had to pay a high
rent, should have been by-passed. How did it come a!)out that
another woman (a member of the League of Communists and a
former chairman of the workers’ council) who was single had
8ot an apartment? The controller: “Well, we have to look at
the persop a5 a human being.” The member: “This means that
the mother with a child is not a human being?” The audience
laughed. _
The meeting became noisier, and the chairman banged his
8avel to keep order as he put the matter to the vote. He
reminded the meeting that there were 260 applications for
forFy dPartments; thus of necessity some people would have to
ait for the next opportunity. There were thirty-two persons
In favour of the proposed allocation, one against, and four
abstentiopg,
The first magter under the miscellaneous headinginvolved the
council’y approval for five people to go to Germany to Purchase
New machjnery for the spinning shop; the second was a request
for an increase in salary by the head of the persormel depart-
ment. ile this latter point was being discussed, the per-
sonnel offijcer Jaft the room. The chairman of the managing
oard explaineq that the head of the personnel department had
responsibilities which equalled those of the head of the weaving
shop, anq Yet his salary was 5,000 dinars less, or 30,000 dinars
at the time, How much more should he get? One voice sug-
gested that he should have 34,000, another proposed 33,000.

! Meetings of the workers’ council are open to all employees. .-



The workers’ council voted a 3,000 rise, and the personnel
officer returned to the meeting.

Another four applications were handled rather more quickly
by the council. It was also decided that fifty-six litres of milk
(12-3 gallons) should be supplied daily for those whose work
involved them in unhealthy conditions; and that a worker who
did not give truthful information to the disciplinary commit-
tee and who appealed to the workers’ council should not be
punished financially (the managing board and the disciplinary
committee had suggested a 10 per cent cut in pay) but only
sternly reprimanded. Finally, because of the lack of further,
more detailed, information, an application for financial help
addressed to the enterprise by the communal anti-tuberculosis
service was adjourned to the following meeting.’

To return to the question of the degree of influence exerted by
the workers, Table 3 reports Kolaja’s data comparing the partici-
pation of management and non-management personnel at
Workers’ Council meetings in the two companies he studied. (The
greater participation by non-management personnel in Factory B

TABLE 3 Participation by management and non-management
personnel in Workers’ Council meetings

Factory A (17 sessions) Factory B (22 sessions)
Non- Non-
Management management  Management management
personnel personnel personnel personnel
Verbal
participation 303 156 158 272
Accepted
suggestions 49 18 71 47
Rejected
suggestions 2 2 0 0

Source: Kolaja (1965, p. 20).

can be partly explained by the fact that the chairman and two
other Council members had had an academic education, and,
since they represented research, they were classified by Kolaja as
non-management.) Kolaja concluded that, although the partici-



pation scores were different for the two factories, the scores for
accepted suggestions showed, as might be expected, a preponder-
ance of management proposals in both companies.

Summing up his results, Kolaja (1961, p. 31) states:

‘First, compared to the factory in Poland, the Yugoslav factory
displayed a more successful pattern of management-worker
cooperation in the sharing of decisions in the enterprise. How-
ever, there are two major qualifications to be attached:
a) The genuine participation in the management on the part of
the non-management members of the workers’ council was lim-
ited mostly to personnel affairs. The real financial and technol-
ogical problems of management were handled by management
With the formal approval of the non-management persons;
% the majority of members of the workers’ council were more
SIGned.PerSOnS who were foremen or held other lower or middle
;uPeI'VISory Positions within the social structure of the factory.
t(r)l Ether Words, they were expected — due to their position —
tio ave more responsibility and a greater degree of identifica-
clon With the factory. Note, however, that foremen are pretty
v Se to workers and therefore, through them, opinions and
o1ces of workers could surely have been expressed...
uPorlllYutg oslavia and a few other countries, foremen are looked
expe(;:dher as part of the work force and mlght therefore be
Secon dlto Speak for workers under most conditions.
unskilleq Y, the majority of employees, the semi-skilled or
comparedgmup’ displayed significantly different attitudes as
group Aico the management personnel and the middle-level
characteri though not antagonistic, ~these attitudes were
in the entZed by a certain lukewarmness and lack of interest
tory wag nel‘p‘rlme,. Somehow they seemed to feel that the fac-
ty to eamOt _tl_lelr factory,” but rather afforded an opportuni-
better ¢ 2 h"l_ng which could be exchanged for another and
PPortunity as soon as one appeared in the future.’
Th .
Leagsepgiltlgns and. relative strengths of the local branches of the
Nizatjop jp, relmr,numsts, the labour unions, ang the Youth Orga_
€ Provideg aatl.o 1 to company structure are discussed by Kolaja.
T Interesting documentation and analysis of the

“forcefy
of centr:f a;ch for some sort of equilibrium between processes

lanning, central decision-making and national



enforcement, and processes strengthening and developing au-
tonomy of smaller political and economic units. While, for ex-
ample, in the United States the overall trend has been to
increase the role of Federal Government, in Yugoslavia, which
started in 1945 with a rather highly centralized and all-em-
bracing system of political and economic controls, the trend,
since 1950, has been gradually to reduce the role of Federal
Government.’

Kolaja’s conclusion is that the Yugoslav Workers’ Council
legislation has not given the workers more 'autonomy, The
theoretical argument underlying this conclgsmn 1s worth making.

The production problems of the enterprise are l}and]ed by the
management group, which, as a result of decentrahz:fltion policies
in Yugoslavia, has gained more autonomy. Production problems
are of course recurrent, since they ste,rn from the day~to~day
running of the enterprise. Management’s autonomy is therefore
readily used. o _

The service functions, such as training, are hanq1ed by the three
‘secondary’ organizations, namely the labour union, the League
of Communists, and the Youth Organgtlon. These organiza-
tions are still tied to the central agencies tg whom they are
responsible, and hence their autonomy 1s Circumscribed, T
addition, service problems are not as PIeSSINg as production
problems, and tend to be subordinated to considerationg con-
cerning production. Thus:

‘essentially the new workers’ col'lnCﬂ legislation hag Primaril
benefitted management, giving it more ,freedom and room for
initiative. On the other hand workers’ labour Uniong have
remained more dependent, not only upon management’ but
also upon outside centers. On that count workerg obtained less
independence.’

Kolaja’s analysis makes it quite cleal,' that the Workere .
inﬂuengze is exer%:ed through the Workers’ Council ang ;, ot tsh 1_Lneun
the unions, which have very little influence. Also 4 seems ilgh
that in Yugoslavia as elsewhere there tend tq be Syste c e;.u-
differences between different Ievels: of e“fpl.oyees i . Matic
their identification with the enterprise, their Interest ; c pect of
affairs, and their satisfaction with pay and working co on'll-)any
The most clear division in these respects falls e tweer, Sig?lnsé

e
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mind if we are to understand the German experiments with
co-determination and to relate their results to the Norwegian
situation.

1. Germany has a long tradition of using laws rather than col-
lective bargaining to regulate labour relations. As early as
1891, Workers’ Councils were introduced by law. In 1918,
under a threat of political revolution, the government enforced
new rules for collective bargaining, arbitration, and workers’
representation within companies. These legal changes were
directed more towards influencing the national political
situation than to changing the situation in the workplace itself.

2. German trade unions have been comparatively weak even
in periods of strong Socialist influence in national politics.
Unlike the situation in Scandinavia and England, early divi-
sion into, and subsequent rivalries between, Social Democratic,
Communist, and religious trade unions had left the unions in
a weak position during periods of national and economic crisis,
Hitler almost wiped out the unions between 1933 and 1938,

3. The breaking up of cartels and denazification were primary
concerns of the Allied authorities during the occupation and
reconstruction after the Second World War. The political
Labour movement and the unions were too wgak at that time
to have any decisive influence on the carrying out of these
tasks. Managements could not be rel}ed upon tp destroy the
cartels and hence the British occupation authorities played 5
major role in introducing co-determination as g political

instrument.

In the years 1945-50 German trade union leaders starteq a
large-scale reorganization of their unions under the Protection of
the Allied occupation authorities. Severgl of these union leaders
had been influenced by British, Amencap, and Scandinavian
trade unionism while living as refugees put51de Nazi Germany. At
the 1949 congress for the reconstitutlon' of the German trade
unions it was clearly stated that the experiences of 1918 51,4 1933
had taught the unions that formal pohtlc.:al democrac:y was not
enough to ensure industrial democracy in Germany (Potthoff
Blume & Duvernell, 1962, p. 25). ‘ ’

Democratization by formal representation at company Jevel
was the solution advocated by the new unions. Catholjc influence



4

among employers, as well as among employees and the PUbhch?;
general, had prepared the ground for co-determination. Deutst
Katolikentag (1949) declared:

‘co-determination in social, personal and industrial madtters 1S
acknowledged for all employees. Co-determination belongs ;10
an order (Ordnung) willed by God and must be accepted in tle
same way as is the right of private ownership’ (Potthoff ¢f ab.,
1962, p. 26).

When a major strike threatened German industry in 1951 during
the pressure for co-determination, Chancellor Adenauer inter-
vened. Two major laws of 1951 and 1952 introduced cq-deter:
mination into German industry. Additional laws followed in 1955
and 1956.

Co-determination in Germany operates at threc main levels:
those of the Supervisory Board, the Labour Director, and the

orks Council, as shown in Figure 2. Our description and evalu-
ation will be based mainly on the coal and steel industmes,

since it is in these industries that co-determination has been
most extensive.

L. Supervisory board (Aufsichtsrat)

In the coal and steel industries, five of the eleven members of the
SUpervisory board are representatives of the employees (in other
ndustries one-third of the board’s members are employees).

Ve members represent the employer, and the so-called ‘eleventh
Man’ is appointed from outside, as a neutral member. (In larger
concerns there may be fifteen or twenty-one members in all) A
€Ommon pattern on the employee side would be one blue-collar
Nd one white-collar worker from inside the company. These two
3T nominated by the Works Council (see Figure 2). Trade
u_nions on central and local levels nominate the third, fourth, and
fifth members. The neutral eleventh member is often a civil
S€Tvant, or an academic specialist in labour law or a similar
Subject. The three members who are nominated by the trade
unions do not necessarily have to be shop stewards or permanent
trade unjon functionaries, but they usually are. Many of the
members on the employees’ side are also active in national or
Ccommunity politics. Voigt & Weddigen (1962) state that 25 to
30 per cent fall into this category.



Figure 2 The system of co-determination in West Germany
simplified picture of the system in the coal and steel industries)
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(Vorstand). The supervisory board does not replace Fhe u:iunal
shareholders’ control, but it can call for a sharcholders’ mee eg_
and, in special circumstances, can be author‘ized by the S}}a'l;)n
holders to exercise veto powers over certain arcas of clfac.lslr

normally handled by the management. Usually the supervisory
board does not interfere in day-to-day management.

2. The labour divector as a member
of the management board (Vorstand)

(This kind of co-determination exists only in coal and steel and
in holding companies.

The lagour dli)rector)is a full member of the management board
and is formally equal in status to the other directors. However,
Whereas the other directors are appointed by the shareholders,
the labour director is appointed on a majority vote from both
Parties in the supervisory board. .

riginally the management board had only two other directors

apart from the labour director —a technical director and a business

irector (Kaufminnisch). Gradually, many companies have
2Ppointed more than three members to their board. o

The labour director is almost always a former trade unionist or

& Man with close union affiliations. According to the law, the

oard members are jointly responsible for managing the com-
Pany. The majn areas of responsibility of the labour director are
Wages and salaries, personnel, and social matters.

3. Works Council (Betriebsrat)
This is 4 Te

Presentative body consisting exclusively of company
eémployees,

! It has a partly consultative function, like .VVor.ks
Councils i Britain and production committees in Scandmawg.
HO.VYever’ the German Councils also have functions .that in
British, American, or Scandinavian firms are usually fulfilled by
the trade Unions

The Works Council deals mainly with:

(a) working hours, rest pauses, holiday plans, etc.
(b) vocational training

(c) welfare activities
(d) ‘housekeeping’, e.g. health and safety practices



(e) piece-rates, premiums, and principles for salaries and
wages.

All levels of employees elect their own representatives to the
Council. They are elected for two years and mavy be re-elected as
often as desired. These representatives need not be union mem-
bers. There seems, in fact, to be little formal contact between the
local or district union organization and the Council. Close con-
tact is maintained with the labour director.

The overriding task of the Works Council is to advise the
management board on how to achieve the best possible cooper-
ation and orderly conditions in the workplace. It is decisive for
the Council’s power that in the event of disagreement with the
board it can appeal to a mediating body. The mediating body has
equal representation from each party and an independent chair-
man. Its decisions are binding on both parties.

Two other bodies should be mentioned for the sake of complete-
ness. There is a Company Assembly, a superior body, which is
summoned at least quarterly to hear from the Works Council.
Extraordinary assemblies can be called to deal with company
crises. The other body is an Economics Committee, comprising
representatives of the two parties. Its duty is to advise on
economic matters and, in particular, to help to communicate
economic information to the employees.

From the Scandinavian point of view it is difficult to under-
stand how the Works Councils can handle labour conditions
without trespassing on the domain of the trade unions. It has
been argued, particularly among Swedish trade unionists, that
such a situation might easily weaken the unions (Landsorgani-
sasjonen, 1961). This might be so where the unions are already
strongly established, but co-determination emerged in Germany
at a time when the unions were too weak to enforce proper
respect for the employees’ interests.

Whether trade unionism or co-determination at company level
is of more importance for employees is a crucial question, but the
German experience does not provide a clear answer. If we look
at the recent history of labour relations in West Germany it
seems safe to say that trade unions can in fact achieve a strong
position at the same time as co-determination at company level is
In operation. This does not mean that co-determination in the



German form necessarily helps the trade umOIlS.beOC}i;I;ln(iLlé
within German unions vary considerably. It ma%r e claimed
that the rapid economic deve}oprpent, sh(zlrtagg ect)erminati’o anc
pressure for political democra‘;:za.t1ont11:zlgcr3l io(r:g

i ly strengthening .
We¥£§ I;izginssgtg(tensige scientific surveys (Pottho{(f et al.,
1962; Voigt & Weddigen, 1962) make it possible to make s%rlr:e
assessment of the various forms of co-determination. e
overall judgements of these surveys are:

(2) During the ten years since the introduction of co-det.ell'lrrlunai
tion into West Germany there has been an unusu?.lly high leve
of industrial peace and a rapid improvement in the wages,
working conditions, and welfare of. c?mployees. It is not
possible to determine how much of this is due to other factor§,
in particular to economic prosperity. Nevqrtheless, the ‘maj-
ority view of those who have been active in the three insti-

tutions is that co-determination has played a significant and
valuable part.

(b) Each of the three forms of co-determination has pr'ox.re.d to
be a workable and stable arrangement. There were 1.mt1a.]ly
strong fears — and hopes — that they would conflict with, and
disrupt, the traditional arrangements in industry, e.g. the
authority of shareholders, management, and trade unions.
None of thege groups has found its authority underrmnefi,
although in al] these groups one finds a minority who remain

critical of the new forms.
(c) The m

these instj
that t

person

ass of employees remains relatively indifferent to
tutions. In keeping with this there is some evidence
€ new institutions have become one of the paths for
al advancement out of the rank and file.

I we now examine the individual institutions we can get some
idea of the sp

i ecific factors that contribute to this general state of
affairs. At the same time it must be remembered that ther.e ha:s
been & Very rea] interdependence of the three parts, .whlch. 1s
recognized by most participants regardless of the part in which
they are Personally inyolved. )

The supervisory boarq has provided a mechanism for appoint-
ing and sanctioning the members of the board of management,
particularly the labour director. Without this it would be



difficult to avoid falling into one of the two errors of appointing,
or at least appearing to appoint, a ‘stooge’, or of having a labour
director who disrupts the work of the management board. By
its existence the supervisory board also provides a body of
reference, acceptable to both the parties concerned, for conflicts
and difficulties that might arise between the labour director and
his co-directors. It is not clear from the evidence how much this
potential function is used or whether labour directors are success-
fully pressured into keeping things within the management board.
As we shall see later, their communications with the employee
representatives on the supervisory board tend to be poor.

The labour director is in no way a tool of the supervisory board.
Once he is appointed he is a full member of the management
board and, as such, responsible to the supervisory board, but no
more so than, for example, the technical director.

Nevertheless, his presence helps the supervisory board to
discharge its function. Because of the labour director’s back-
ground and his special responsibilities, it is much more probable
that conflicts over labour costs (direct and indirect) versus
investment, for instance, will emerge openly on the management
board, and it is more likely that they will be referred to the
supervisory board.

The interdependence of the roles of the labour director and the
Works Council has first and foremost a historical significance. A
strong and capable personnel manager is necessary if a Works
Council is to negotiate effectively with management over the
wide range of its concerns. A personnel manager, for his part,
needs a body that can represent and negotiate the interests of
the workers and provide some feedback on his policies. For his
purposes this could be a local trade union organization or a
Works Council. However,in postwar Germany personnel manage-
ment was very weak and personnel policies were likely to be
regarded with suspicion. The introduction of the labour director
was appropriate to this situation. Local trade union organization
was traditionally weak in Germany, and to build up union
branches would have been a slow and difficult task. Works
Councils were an obvious means of filling this gap.

Between the Works Council and the supervisory board the
links are more tenuous. The former elects the internal represen-
tatives to the supervisory board but does not otherwise control
or formally consult with it. The two bodies have little to do with
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each other, although the en'lployees' representatives an tf}:):
supervisory board are in a position to seek.mformal sanction for
their views from Works Council members, just as the’employers
representatives can seek advice from shareholders. The VVOI},{S
Council thrashes out its problems with the management boar
(pa.rticularly with the labour director), and these problems cfome
before the supervisory board only in the form that emerges from
discussion and argument within the management board. For its
part the supervisory board could probably carry out its functions
even if there were no Works Council.

Although the three institutions are mutually interdepenqent
each has quite different characteristics and should be examined
Separately in order to see how it is related to the more general
questions of industrial democracy.

We will first consider the role of the labour director because,
Whatever its historical value in the building up of the tol;al
structure of co-determination, it is not in itself a form of industrial
democracy. The labour director is not a representative of any
€mployee group but a full member of the management board and
Tesponsible to that board. A special bias was built into selection
for the role in order to correct an existing bias of a much more
general character. We are referring to the weakness of the trade
-Tuons, a bias in the German situation that made it very difficu}t
for .German Mmanagement to adapt to the realities of a democratic
soclety. As this historical situation was corrected one would
¥pect to find the labour director emerging more clearly as a
Personne] Manager and looking less like a natural ally of the
employees. Thig trend can be seen to some extent in the changes
1 at ave taken place in the criteria governing the selection of
abour directors,

€ supervisory board is essentially a representative body.
share detlcally, this board could act to search out and pursue
grou goals. Ip practice, it is reco_gmzed that the. dorpmant
the ps rePl‘f?Sented have conflicting interests. A‘ major job for
reflec tOZZ}‘d 1S, therefore, to necgotiate compromises that may
faction ,}e balt{nce of power rather than optimum mulual satis-
up to - The evidence is that each side on the board !:ends to team
workerls)’repare 1ts case before coming to the meetings. On the
Side the preparation tends to be less adequate, partly

because of lack of energy and knowledge among the employee
representatives (about 60 per cent of them have only elementary
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education) and partly because of the poor communications
between the representatives and the labour director.

Thus the supervisory board is not a place where the employees
(through their representatives) share in, and jointly exercise,
managerial power, but it is a place where representatives can
negotiate on behalf of the employees and the trade unions. There
are special advantages for employees in being able to negotiate
when they wish with persons close to real industrial power and
in having some legal powers of sanction (including, in certain
circumstances, a power of veto) that their unions were too weak to
obtain. Shareholders and management have not so far found
their authority unduly encroached upon by the supervisory
boards. This could be either because the different interests are
in fact not too much in conflict or because the boards are not
able to exercise effective control over management and share-
holders. It does seem that the strength of the employers derives
in part at least from the fact that they are free in shareholder and
management meetings to develop their policies before they have
to argue them against different and competing interests. A
deterioration in the general economic situation might reveal
whether, from the employees’ viewpoint, their sanctioning power
would be more secure if it resided in powerful independent trade
unions.

Works Councils also are concerned with reconciling conflicting
interests. Their responsibilities include matters, such as wages
and conditions, that would normally be excluded from the domain
of comparable Councils in other Western countries. These matters
are so central to employee-company relations that they would
tend to become the dominant concern. In fact the success of a
Works Council is reported to be closely related to: (a) the willing-
ness and ability of the labour director to negotiate difficult
matters with the Council and to press his policies at management
level; (b) the strength of the union and the closeness of contact
between it and the firm. The failure of the Councils to involve or
interest the great majority of employees also suggests that they
have been mainly concerned with matters arising from the
contract of employment rather than with the work itself and its
outcome. There may be exceptions to this general picture, but it
is difficult to see how a suitable climate for joint participation in
work can be created unless the prior problems deriving from con-
flicting interests can be effectively negotiated in a separate place.



Disagreements, misunderstandings, and compromises pased
only on the relative strengths of the parties are probably 1nsep-
arable from the negotiation of conflicting interests. However,
just as negotiating bodies need to be freed, as far as p(_>5§1b1er
from the difficult, emotionally charged atmosphere of individual
appeals systems, so do efforts at joint management need to be
relatively freed from the spirit of negotiation.

The stability and general acceptance of the West German
Works Councils after more than ten years of operation suggest
that they have developed appropriate and useful functions. We
submit that these functions consist primarily of an extension of
the field of negotiations that has been served by trade unions.

€Cause of the weakness of the West German trade unions, the

ouncils have in part served simply as substitutes for them. How-
ever, in Tepresenting all grades of employees, unionized or not,
the Councils have had a potential that goes beyond what one
could expect of even a highly developed and well-coordinated
shop-steward system. They have also been responsible for
matters of local welfare and production that would not necessarily
Yy taken up by unions. From the point of view of industrial
fmocracy, the Councils do not appear to have made any major
ect Contribution to the actual sharing of the managerial
authority that is involved in the ‘line of command’. Their

gontributi})p lies rather in creating the industrial justice that is
Precondition of democracy.

GREAT BRITAIN

Immediately after the Second World War the British Labour
gOVeI‘run

electric’tent nationalized many large industries (e.g. coal, gas,
out thel Y, transport), thereby creating new opportunities to test
appma‘)ﬁles of industrial democracy. The trade unions, however,
exper; ched the question with a great deal of caution. Their
251‘1ence of industry, as summed up in the TUC Interim report
that :ﬁtwﬂr reconstruction (1944), had led them to the belief
) 80Verning boards of nationalized industries must hav% a

: Iriding responsibility to the public (as represented by

f : rilr?ment) and cguldrr)lot be held accountable for their decisions
consey Other interests (including those of their employees). In
quence, the British did not experiment with any of the more

Primary oy,



extreme forms of employee representation, but confined them-
selves in the nationalized industries to the following measures:

(2) Ex-trade union members were appointed to all the major
boards. It was explicitly stated in respect of these appoint-
ments that the men concerned were ordinary board members
and not in any sense representatives of outside interests. It
was believed that they would strengthen the boards by reason
of their ‘experience gained in the collective organization of
labour’.

(b) Joint consultative machinery was set up. This was pri-
marily charged with matters relating to the ‘safety, health and
welfare of persons employed’; it was secondarily concerned
with ‘other matters of mutual efficiency’.

(c) Ex-trade union officials were appointed to personnel roles
within management.

None of these measures, not even the first, bears very closely
on the problem of representation with which we are concerned. In
whatever way the ex-trade unionists may have contributed to the
strengthening of the boards it is clear that their presence has
made no essential difference to the attitudes of the workers in the
nationalized industries or to the role played by the trade unions.
The latter have continued to negotiate from their independent
position, and to insist that those who are on the boards cannot at
the same time hold positions in the higher councils of the unions.

The position is similar with regard to the machinery for joint
consultation. Where industry and management have been
progressive, as in electricity, joint consultative committees have
sometimes emerged as a useful adjunct to existing practices.
However, no serious observer of the British nationalized in-
dustries has suggested (up to the time of writing) that joint
consultation has done more than this.

The meagre results in the British nationalized industries may of
course mean no more than that too little was attempted. As
noted above, the issues were in a way prejudged.

More can be learnt from a case in private industry where a great
deal was attempted — the so-called Glacier Experiment. Like
other British engineering firms, Glacier Metals created a ‘joint
production consultative advisory committee’ in the summer of



Figure 3 Joint consultative organization in a British firm
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1941. Unlike most of the others, Glacier elaborated and devel-
oped joint consultation during the next twenty years, in close
collaboration with social scientists, until there now exists a
regular ‘parliamentary system’. Although this system has not
included representatives on the board, it is valuable for our
purposes because it indicates clearly the kinds of matter that
require representation and gives some idea of the level at which
the different matters need to be taken up.

Examination of the Glacier case will be easier if we consider in
turn the two main historical phases, 1941-47 and 1948-50.

In the first phase there was already an elaborate representa-
tional structure (see Figure 3). A series of scientific studies
(reported in Jaques, 1951) showed certain positive features in
the situation:

1. The representational committees were active (see Table 4
and Figure 4).

2. The principle of unanimous agreement in the Works Council
and other bodies had been found to be workable.

3. The morale of the workers was high (as measured in a series
of surveys by the National Institute of Industrial Psychology
and the Tavistock Institute of Human Relations). They had a
strong sense of security and felt remarkably free to say what
they thought without restraint or apparent fear of victimiza-
tion.

TABLE 4 Number of policy items settled
each year by Works Council

Year No. of items
1942 12
1943 9
1944 3
1945 7
1946 12
1947 14
1948 22
1949 31

Source: Jaques (1951, p. 109).



Figure 4 Time spent on Works Council meetings
(total for each year)
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However, some difficulties were also revealed:

1. Except in times of crisis the employees were generally un-
Xlterisfted In, or apathetic to, the joint consultative bodies.
tal;{ill'l ron;1 personal grievances, which were in any case usually
difﬁcu;ltptt rough the appeals system, ‘the individual found it
taking u 0 perceive how to use the consultative machinery for
was re gall-) dn&ore general questions’. The consultative set-up
taken lar 21 as an important possession b'ut 1ts existence was
‘meChanisfn }; as evidence ‘of ‘go.odw1.ll higher up’ and as a
wrong’ (Jaqu;)sr‘ ?gg;llt’";g ;131)12‘;85 “just in case” anything went

fé)r{lllle}:)tei;l()dlsi r?li relative stability the Works Committee, the
Council ‘%o a between shop committees and the Works
stituents and Ereater or less degree lost touch with its con-
individur;ls —a ic{{:ame a more or less circumscribed group of
infl 2 X1nd of consultative club — with few apparent
influences on it from outside’ (ibid., p. 159). Thus, while the
\Yorks Committee handled peripheral matters the Council dealt
with central matters but jn relative isolation from what went
on at shop-floor leve],



3. The majority of the members of the Works Council felt that
its function was advisory and that it was not a joint policy-
making body. Moreover, even as an advisory body members
felt that the Council was becoming less and less effective,
taking longer to accomplish less (ibid., p. 106). An analysis of
the Council’s proceedings showed that as it took up more
central and complex questions it was finding it harder to
analyse the matters involved, let alone come to a clear decision
(ibid., p. 110).

4. In periods of crisis, e.g. over redundancy, there tended to be
a marked increase in interest among the employees and greater
communication with their representatives. This was not always
with a view to solving problems through the consultative
machinery. In one very clear and well-documented case the
machinery was used, probably unwittingly, to camouflage the
real problem while a solution was found in other ways at
another level (Rice, 1951).

5. ‘—joint consultation had the effect of increasing the sense
of loss of authority experienced by the line executives’. The
joint consultation structure had been set up without working
through the problems of middle management and in the
resulting structure these personnel found themselves segre-
gated from the main consultative bodies (see Figure 3). As a
result, the confusion in line management that already existed
owing to the use of so-called functional managers was made
worse because top managers by-passed the executive chains
and used the consultative channels.

6. Relations with trade unions were felt to be less than ade-
quate. Although in 1942 the trade unions had insisted that all
Works Committee members should be union members, no
further effective steps had been taken to relate the unions to
the consultative structure. The latter was evolving indepen-
dently of the shop-steward set-up and, when a ballot was held
in 1948 on whether to merge the two, it was lost largely because
the five unions concerned could not agree to put their case to
the employees.

It was the difficulties described above that led to an intensive
social scientific study of the factory, and in the second phase of
the Glacier Experiment intensive efforts were made to discover
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solutions. Most of the steps were taken only after close‘ :;ugﬁ Tllle
a working through of the findings and proposals H’l 2 vided
parties concerned (scientific assistance was origina }1]1ptraine d
by the Tavistock Institute and later by professiona fy et
persons appointed to the staff by the board). Mere.ly. r?t'es had
of the steps taken it can be seen that many of the difficulti o
to do with accidental features of the situation rather than w
representation per se:

1. The representational structure was changed s0 that the W(t)}l;ll(li
Council became directly representative of the five levels w1t
the firm instead of representing only the bottom and the OPi
A parallel clarification and strengthening of execqtlve lines 0
authority resulted in a reduction in the confusion between
consultation and executive authority.

2. The Works Council was explicitly established as a leg1slatlvi
body. The managing director accepted that if policy was no
worked through with and sanctioned (unanimously) by .the
Council this would constitute a breakdown in cooperation,
and the solution of the particular issue would depend solely
upon which section had the most power.

3. Following a successful ballot the shop-steward m.achinery
*vas meshed in with the Council. Each of the five unions now

had one of jtg shop stewards elected as a representative to the
Council,

' These measures have done much to clarify the roles and respon-
sibilities of €Xecutives and of factory and union representatives.
Th? WOrks Council also appears to have a clearer and more
Positive reasop for keeping in touch with its constituency than
was the case whep it was simply an advisory body.

here is, however, no evidence of a change in the attitudes of
th{: rank and fjle either in respect of the representative structure
OT 1N Tespect of the, involvement in the work of the company. In
a later Published report (Brown, 1960) we still find reference
to the Persistence of ‘the split at the bottom of the Executive
System’, i.e. between supervisors and workers. The first major
report noted tha¢ workers and management often welcome
consultative Systems as much because these reduce the pressure
on them to become involved in, and to communicate about, the
day-to-day task 5 because they have any desire to cooperate in



the broader tasks. Brown returns to much the same theme.
Concerning the wide discussion in Britain about joint consultation
he states:

‘I am impressed, for instance, by the oft-repeated view that the
purpose of Whitley Committees, Joint Consultative Committees
and Representative Committees of all kinds, is to enable wor-
kers to make suggestions about work to management. This,
indeed, was the basis upon which the Government itself
launched its campaigns for joint consultation during the war.
Workers have good ideas which must be tapped ; workers know
things which need correction ; they must have channels through
which such matters can be aired. All this thinking is sub-
consciously postulated on a belief in the existence of the “split
at the bottom of the Executive System”. Why should peri-
patetic contact between high level managers and representa-
tives achieve so much that daily and hourly contact between
operators and their managers cannot do — unless there is a
barrier at that level? Why has the immediate manager got to
be by-passed in this way? Why cannot this knowledge be
tapped through the Executive System?

Our inability to make more progress in overcoming this
split throws a heavy burden onto the Representative System.
So long as operators feel difficulty about raising problems with
managers, these executive matters find their way into the
Representative System. This means that we shall continue to
get generalized complaints about pay (which may possibly
arise out of the failure of the operator-manager relationship to
agree about the pay of one individual only), or complaints
about ventilation, tooling, etc. (which might readily be solved
by an executive discussion), routed via the representative,
instead of being dealt with in terms of the first-hand experience
of the individual affected. Such complaints gather an un-
warranted emotional pressure behind them when routed in this
way, and make for difficulty in solving them on a rational
basis.

There is a strong tendency to blame representatives for this
situation. But I think management must take the responsibil-
ity for getting a solution, by making changes in the social
structure which will bring about a different manager-sub-
ordinate relationship at the bottom of the Executive System.’



In conclusion, it seems that Glacier Metals has evolved an
alternative to representation on the board. The managing direc-
tor, instead of facing a single mixed board containing shareholder
and employee representatives, is, in Glacicr, confronted with
separate bodies each of which is clear about what it represents,
and he must try to steer a course that is acceptable to both. The
same policy matters come before the workers’ representatives on
the Council as would come before them if they were on the board.
In the former case, however, their role is perfectly clear and in
no way compromised.

As the history of Glacier shows, its system works only because
it has evolved an effective executive structure. The question is,
then, whether such a structure is not also a prerequisite for the
success of a system of representation on the board.

The basic findings of the Glacier studies are borne out in the
published case-study of the Renold and Coventry Chain Company
Ltd (Renold, 1950). )

Like Glacier Metals this company is engaged in light engineer-
ing, and it has had to deal with much the same economic trends
and a similar labour force. It is, however, somewhat larger. In
the period reported (1916-49) its work force grew from 2,300 to
5,600. There has been no representation of employees at board
level but considerable effort has been expended in creating forms
and procedures for joint consultation at lower levels. The key
lessons emerging from those thirty years have been summarized
by Sir Charles Renold as follows:

1. The need for the involvement
of all levels of management

As is so commonly the case, joint consultation at Renold’s at
first involved only top management and the workers. Middle
and lower management (including supervisors) felt quite strongly
that their authority was being undermined and their functions
subverted. This stifled the growth of joint consultation because
it is precisely at these levels that the most frequent and contin-
uous contacts occur between management and workers. ‘It is
on the quality of these contacts that the tone of the works com-
munity most directly depends’ (ibid., p. 107).
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2. The need for a unified management

Referring to the carly difficulties, Renold stressed that, because
all levels of management had to be drawn in, it was essential that
there should be a management policy and that this should be
shared and understood by all. ‘That experience underlined a
further lesson. This was the necessity for Management to be at
one within itself before it could usefully engage in consultation
with the workers... If joint consultation with the workers is to
be something more than an evanescent four de force, it must be
firmly based on a'unified Management’ (ibid., p. 107). Judgingon
the evidence over the thirty years, Renold felt that the pressure
towards joint consultation had been a major reason for the
creation of better management (ibid., pp. 118-19).

3. The need for a higher calibre of supervisors

Renold’s found itself under pressure from both sides to raise the
standards of supervision. The supervisors the firm originally had
were simply not up to the task of dealing with the workers in the
new relationship of mutual respect that was presupposed by joint
consultation. Higher management personnel found themselves
too frequently in the dilemma of having to decide whether to
back up a supervisor for decisions that they felt to be intemperate
and ill-advised. And the unification of supervisors with the rest
of management also required a higher calibre of man. (This
finding is not surprising. Studies by Ghiselli and his colleagues
have shown that it is quite normal in modern industry for super-
visors to be no more intelligent or gifted with initiative on the job
than the persons they supervise. In these matters the biggest
differences lie between supervisors and the higher levels of
management.) Systematic selection, training, and promotion
policies gradually resolved these difficulties.

4. The need for an efficient personnel department
and a labour policy

Once management had accepted that the interests of the workers
were subject to joint consultation, it became essential for the firm
to have a labour policy and, as Renold states, ‘to deal ad hoc
with labour relations as a succession of emergencies is not a
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111), and the failure of the early form of joint consultation came
about because ‘it did not in any sense negotiate with the manage-
ment on behalf of the workers’ (p. 109). This did not, of course,
exclude a good deal of proper consultation with all that that
implies in terms of common shared interests.

In assessing the company’s experiences with joint consultation,
Sir Charles Renold refers to much the same results as were
achieved by the Glacier Metal Company: ‘A general atmosphere
of mutual personal respect between the leaders of the workers
and the officials of the management’; ‘a reliance on constitu-
tional procedure with a consequential absence of alarms and
excursions’; and ‘an atmosphere of stability and a general “sense
of belonging”’ (ibid., pp. 117-18). There is, however, no claim
that the rank and file have been effectively interested in the
processes of joint consultation, let alone involved in effective
consultation on the job: ‘A difficulty for which no entirely satis-
factory solution has yet been found, is that of getting across to
the general rank-and-file the result of the meeting with the
Management and an appreciation of the problems under dis-
cussion’ (p. 111).

An important source of confirmation of the findings of these case-
studies is a survey done by the National Institute of Industrial
Psychology in 1952. This survey involved a nation-wide ques-
tionnaire (answered by 751 establishments, each with more than
250 employees) and more intensive interview-based studies of
157 factories. The data clearly showed that joint consultation
was unlikely to succeed (i.e. to tackle and contribute to the solu-
tion of problems in the firm) if:

(i) middle and lower management were excluded from the
process (NIIP, 1952, p. 76, pp. 235-6);

(ii) there was an absence of inter-management consultation
(pp. 237-8);

(iii) the personnel department was weak (p. 98);

(iv) the shop stewards and trade unions were ignored (p. 88,
p. 211).

In many firms these mistakes had been avoided or corrected.
Nevertheless, the record of ‘real work done’ was generally low in
the area of production problems, which is the area most directly
associated with the objectives of the firm.



The overall picture indicated that less than one-third of the

workers showed interest in joint consultation (ibid., p. 154); and
again:

‘...the large numbers of the rank and file of the workers knew
little about joint consultation and tended to be apathetic about
it unless it happened to be dealing with something of immediate
concern to themselves. ..a very large number of workers tended

to regard joint consultation mainly as a means of airing their
grievances’ (p. 211).

From.its own analysis of the evidence, the National Institute of
Industrial Psychology concluded:

‘We would emphasize then, that the first requirement of joint
consultation so far as the worker is concerned, is the development
of the consultative relation in the primary working group, between
foren?an, chargehands and operatives [our italics] and that,
provided the foreman is given adequate training and authority,
it isat this level that conditions will be created in which workers
will be enabled to resolve their personal problems construc-
tively, to find satisfaction in their work and to increase their

motivation, sense of res onsibility and the desire to co-operate’
(Pp. 218-19). P ’

We would not suggest that such consultation should be re-
garded as a substitute for formal systems at higher levels and
over larger groups, but rather as a prerequisite to the achieve-
ment of effective results on wider issues’ (p. 220).

CONCLUSIONS To THE EUROPEAN STUDIES
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We have found this form of representation in British nation-
alized industries and in the German concept of the labour direc-
tor. The British have been quite explicit in ruling that such an
ex-trade unionist is first and foremost a member of the board.!
The benefits, if any, for the workers are expected to come from
the fact that the board would be stronger, less likely to antago-
nize labour unwittingly, and more skilful in winning the cooper-
ation of labour for its own ends. The results in British national-
ized industries have not been impressive, but in any case they
would be less relevant to the problem of industrial democracy
than to the problem of creating progressive management. It is
difficult to believe that the German experience with labour
directors adds up to anything more — that is, an improvement in
management, and hence in industrial relations, by giving greater
prominence to the personnel side.

2. Diyect representcztz’on on the board

This model is found in Yugoslavia. In this case the firm'’s
employees have their representatives forming a majority on the
governing board. Apart from the representatives’ lack of edu-
cation in board matters (which is probably a greater problem in
Yugoslavia than in most Western countries, but would always
exist to some degree), this situationis almost optimal for trying out
the effectiveness of employee representation. However, Kolaja's
data show that the representation failed to provide any clear and
simple solution to the problem of reconciling the immediate
pressing concerns of the employees and the economic require-
ments of the enterprise. This difficult and persisting problem was
apparently no easier to solve just because both sides were directly
and jointly represented on the board. In fact, Kolaja’s evidence
suggests that, quite apart from external government and party
pressure, the forces in the situation favoured the representatives
throwing their weight behind the economic requirements of the
enterprise (e.g. they allowed management to play the dominant

1 By 1966 there was a move by the British TUC to reconsider representa-
tion at board level; see its recommendation to the Royal Commission on
Trade Unions and Employers’ Associations. In June 1967 the Labour
Party’s Working party veport on industrial democracy recommended imme-
diate experiments in the public sector with workers’ representatives
on boards.



role) and attenuating their contacts with the rank and file (rep-
resentatives tended to be the ‘more responsible’ skilled and
supervising workers and to have much more favourable attitudes
towards the firm). Representation also failed to create any special
sense of loyalty and commitment on the part of the rank and
file. The attitudes at different levels were not markedly different

from what one would find in most industrial plants in Western
societies.

3. High-level representation other than on the board

This type of representation appears in two forms. In one, we find
workers’ representatives on bodies which, like the Norwegian
boards of trustees, act to sanction, and sometimes to appoint, the
boards of directors. Some Germans have seen merit in their
system of employee representation on supervisory boards. Per-
haps .the most relevant comment here is that when this scheme
was first put forward it aroused concern in management circles
be:cause of its threat of control and intervention: after experience
with the system, management is relieved to fing that its powers

have not been effectively constrained. P
The second form of high-level representation js that of the
Works Council, as adopted by the Germans and by Glacier Metals
1;: dEnglapd. The work of these Councils impinges so easily on
Af:L ti “mon matters that their relation to the unions is critical
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drawn effectively into the exercise of this power. The use of these
criteria is justifiable because they are usually claimed to be
essential to the achievement of industrial democracy, and it is
the contribution of the various systems to industrial democracy
that is our primary concern. Nevertheless it must be borne in
mind that because the systems described do not measure up well
on these criteria does not mean that they have not made a valu-
able contribution to industrial justice and to creating an at-
mosphere of security and mutual trust within which conflicts can
be negotiated and separate interests brought into alignment.

These systems seem to be valued by the workers as at least a
gesture in the right direction, even though they might not seem to
achieve much. Where Works Councils are actively dealing with
issues as they arise, there is a feedback to management such that
‘although the resultant feeling may be that we are in continual
trouble, the fact is that we never really reach a stage of open
hostility and breakdown’ (Brown, 1960, p. 211). The Yugoslav
system also appears to provide such a feedback in the very diffi-
cult situation where many of the employees are new to industry
and little able to appreciate the economic limits within which
conflicting interests have to be settled.
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The Behaviour and Role of
Employee Representatives
on the Boards of Companies

Norwegian industry offers a wide range of experience with joint
production committees and the like, but public interest, and our
own, was centred upon experiments involving direct employee
representation on boards . Here was a very clear and unambiguous
attempt to realize industrial democracy. Under an Act passed by
the Norwegian Storting (parliament) in 1948, the large industrial
concerns owned or part-owned by the government had to appoint
an elected workers’ representative to the board. There were five
of these companies and they collaborated fully in our project,
which involved extended interviews with board members and
rePresﬁl}tatives, and an analysis of board minutes.
thIn this chapter we present those findings that seem to indicate
e forces that gencrally act upon an employees’ representative.
enfehaye sought to avoid: (a) the kinds of bias that so readily
do ir Into selection from extensive qualitative data, (b) the
; gjct;on of behaviour thatis idiosyncratic, and (c) anything that,
VOiSccl: osed, might harm the business interests of the company.
instanance of bias was the only real difficulty. There were
easil icgs' Since 1948, of idiosyncratic behaviour but these were
Wereyr a entified as such. The business interests of the companies
Proble rely involved in the critical events that highlighted the
interesrtns of representing employees at board level. Usually these
i fereni }nVolved company-employee conflicts that were little
In the crom those that pl'agued their competitors. .
func tions Ofurse of our stgdles we naturally hg}d to consider the
start to a‘o a board of directors. Only by doing that could we
Tepresent Pt)PreCIate the other side of the question of employee
compa atlon, namely, whether it was dysfunctional for the
Pany. Our conclusions about board functioning could not be
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derived from the limited body of data yielded by five Norwegian
companies, each either wholly or partly owned by the govern-
ment. For these insights (sic) we had to turn to the general body
of literature. While our notions about board functions are crucial
to our conclusions they did not determine our observations. We
have, therefore, presented the generalizations from our obser-
vations first and only then, in the following chapter, have we
discussed the theoretical framework — a framework that we think
is properly grounded in international experience and that seems
to make sense of the Norwegian cases.

The relevant data from the Norwegian firms can best be
mustered by means of posing, and trying to answer, two main
questions.

1. Who has put the representative on the board
and to whom is he responsible?

In all the firms studied it was the owners who put the represen-
tatives on the board, at least formally. When a company was
owned completely by the government, the government appointed
the board member; otherwise a joint body representing the
owners made the appointment. However, in no case was an
appointment made before the trade unions had been consulted.

When a worker or a representative of workers became a board
member in any of the firms we studied, it was always because
the trade union wanted him to do so. As it was expressed by one
workers’ representative:

‘The union had asked to be represented because we anticipated
that it might otherwise be a typical Oslo board,! and when
representation was accepted, it was probably felt that we ought
to choose someone who had some position in the union, and

I had at the time.’

When a white-collar worker becomes a representative, it is not
quite as simple as that. As one of the salaried employees said:

‘Well, to be a representative of salaried employees, when there
are so many different organizations and different interests, is

! We failed to get this reference explained. It probably refers to the
practice of recruiting to boards the odd tame, ex-union, ex-Labour
Party man.
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bound to be difficult, as you yourself arc used to being attached

to one particular organization. So, obviously, you are facing
some difficulties.’

In this case it is not at all clear whom he is going to represent,
although it is quite clear that different groups would like to be

represented from different points of view. The same represen-
tative adds:

‘The main thing is to take part in board meetings and try to
voice the point of view of the employees. I tried to do this, but
it was difficult because they hold such widely different views
on many matters. Furthermore, you soon find that the em-
ployees’ point of view can’t be reconciled with the view held
by those who lead the company.’

A tcrade union leader may also be something more than a trade
union representative when he is on the board:

‘I am appointed by the government, and I must look after
government interests.’

It should be noted that in this case the government is a major
sharehold_er and hence the role difficulty here is not that of
representing an employee group but a more general one of whether
t}}e deleg'ation from the shareholders is to the board as a group or
differentially to the individual members. A board chairman will
usually press for the former position, but in the case of large
Institutional investors this is not easy to maintain.

Whatever the procedure may be, in the firms we studied it is
quite .clearly the unions that have the major influence upon the
selectlon. of \yorkers’ representatives to boards. This does not
EGE}ES?arl_ly give the representative himself or the board any
Weh ;r;l‘it:.i r11(c11? c;f ‘Who is going to be represented; nor does it define
hrotect o pl(-)o nllr;::aaljests or values the representative is going to

€Il a2 member comes on the board as a representative of
employees Or the union this means that one parlzicular interest
group outside the company has been admitted to its board. The
logical consequence would be that other interest groups (e.g.
shareholders, consumers, suppliers) would demand representation
and the board would become a forum for negotiations. A policy
that could form the basis for company negotiations with other



interests would thus have to be worked out in some other forum
— or alternatively no policy would be searched out and worked
out, and top-level decisions in the company would tend to be-
come a matter of opportunistic compromises between the inter-
ested parties. This would be a threat to the company as such,
endangering its ability to maintain optimum job security, a
favourable position in the market, etc. It is interesting to note
that Raufoss (one of the five companies studied — see Appendix
I) was described, by most of its board members, as having been
in just this situation during the period of its transition from being
a munitions factory under the Department of Defence to being a
competitive light engineering company. Itissymptomatic thata
representative of the Department of Defence was at one time
quite appropriate as a member of the firm’s board but, with the
transition, his presence raised serious problems with regard to
competitive bidding for Department contracts. The presence of
such a representative made it difficult for the management to
bring matters like pricing to the board for policy discussion and
decision. (The company is now competitive with other companies
for Ministry of Defence and NATO contracts.)

One would expect a board to fill a vacancy with someone who
was able to supplement its members’ abilities and thus improve
its performance of its functions. This was not what happened
when employee representatives came onto the boards in the
companies we studied, although there might have been informal
contact between the company and the ‘owner’ regarding the
selection of one among certain possible candidates. When we
asked board members what sort of people they would like to have
on their boards when the time came for some new appointments
to be made, all of them indicated a preference for people with
wide industrial and commercial experience, who could contribute
to the economic security and growth of the company and to
constructive policy formulations. Only in firms where a per-
sonnel policy was lacking, or was seen to be unsatisfactory, were
arguments put forward for having trade union or employee repre-
sentatives on the board, to make it more qualified to do its job.
When the case for such representation was made in terms of its
possible function of keeping employees and workers informed, it
was pointed out that the required information should in fact
come through management channels.



2. How does the board shape the role of the representative?

The chairman and other board members meet the new member
with respect, but also, as might be expected, with a certain reser-
vation. In some cases the chairman stated straight away, and
quite explicitly, the terms according to which he expected the
representative to act as a board member:

‘In the first meeting I was told what kinds of matters we would
be dealing with on the board. They would be mainly the larger
matters, not personnel ones...It was a bit difficult to be faced

So soon with major decisions that had to be made in the
interests of the company.’

In other cases nothing was said, but gradually the representative
Wwas given a sense of the role that he would be allowed to play:

‘Nojihing was said to me in the first meeting except that the
C}lmrman welcomed me as board member... He showed con-
fldence in me from the start. The board might discuss matters
n which I could not, as a worker, be unbiased, but the chair-
man would say: “It’s OK, Mr N.N. will not talk outside the
board.”... The way you do a job like this depends so much on
what kind of person you are. Some people will jump at it,
whatever it is. Some are more careful. I prefer the latter
approach, to wait and see how things develop.’

_ Even though a representative feels that he is met with friend-

ness, he knows that the board as such has not expressed any
des1re to have him appointed. All the other board members have
a different background from his:

At first T thought that coming from the shop floor would mean
that I woulq just be sitting there, meeting the others who had
a completely different background. I was a bit afraid of this
— that it would be difficult to understand things and make
n’}ys:elf heard...And I must say I often felt that it was a
difficult task to be on the board having to make decisions that
made you go right against what you were there to represent —
you had to look at things from the company’s point of view.
There could be situations where you had the body of workers
on one side; but then you had to look after the interests of the
company, and these could often lie in the opposite direction...’



There will naturally be an initial period in which the new
representative on the board will wait and see, and will take a
neutral position as far as is possible, although he has been told
— or knows without being told — that he cannot act as the
representative of a particular outside group. As one chairman
said:

‘T told them [the representatives] very plainly, the first time
I saw them on the board, that now they are board members and
have to act as such. They are not trade union men.’

All the board representatives who held formal positions in the
trade unions, in which they would be in a bargaining position
with the company, resigned from their union office:

‘T was a chairman in our union when I came on the board and
I saw immediately that I had to give up that job.’

‘They [as members of the board of the company] had their
organization and I had mine. When I became a board member
I left my union position.’

Itis of interest that these men arrived individually at a conclusion
that is drawn as a matter of principle by the British trade unions.
These and similar statements came from all the representatives.
But this does not mean that there was no contact with the unions.
Raufoss (a government- owned ex-munitions plant) was the firm
where there was the most frequent and the closest contact be-
tween the unions and the representatives on the board, and this
was largely informal. As it was explained by a trade union
official:
‘He [the representative] will most often come to me when new
projects come up on the board. There will often be many as-
pects that I know better than he does...But we discuss things
objectively. I never say to him, “This is the way it’s going
to be”. He must be free. New aspects of the problems may
come up on the board that neither of us is aware of.’

In another company, where a former top official from the central
trade union was a member of the board, a local trade union officer
explained:

‘We have little contact before or after board meetings. All we
do have is through the trade union man who has been on the



board, but even with him it is very slight. He is here for so
short a time. The main contact has actually been about
pensions and the arrangements for medical care.’

In fact, people who were in top positions in the unions said:

‘We don’t think it is so important, and in some cases it is
actually a disadvantage, to be too closely related to the problems
of the shop. A man who comes from the company itself will
tend to look at everything from that company’s point of view.
He will not have a broad enough outlook on the problems that
the board has to face.’

In the two companies where the representatives did not come
from within the company, but from union headquarters, they
fairly quickly accepted their role as board members. They tended
to see no problem in their relation to the union. The time they
needed before they took an active part as board members was
largely a matter of how well qualified they felt to take part:

‘I preferred to wait and see. Then naturally it was particularly
social problems, pensions, housing, ctc., where I felt most
qualified to take part...

Gradually I took part in all sorts of discussions, but especially
over problems that had to do with working conditions and
Felations with employees. Of course I had to see everything
In relation to the company as a whole. I found it particularly
important to take up pension problems.’

One of the representatives expressed the view that it would
ha.\{e been ‘easier’ for him if he had not been alone as a Tepresen-
tative on the board. At Raufoss, where there are in fact two

representatives, it appeared to take some time before they sorted
out some role confusion:

‘I think that we had some confusion here in the early ’fifties
among representatives on the board. In some cases it [the
representation] was used as a sort of extra channel from the
trade union to the board, and it was not easy to stop this...He

[the chairman] had to make it quite clear to them, that on the
board they were board members.’

When the representative indicated that it would be ‘easier’ if he
were not alone, he Probably meant easier in the sense that he



would not have to change from being a trade union representative
to being a board member. It is interesting to note that it is only
in the firm where there are two employee representatives, namely
in Raufoss, that we find a regular turnover in representatives.
One board member explained the attraction of the scheme thus:

“To come on the board means for a worker a way up and
out.’

So it is that the introduction of a representative onto the
board takes place in such a way that he finds himself under
pressure to become a ‘regular’ board member. He cannot at the
same time be a trade union official. Nor is he allowed to be a
representative who can take up personnel problems regarding
particular employees. Such problems are referred to the per-
sonnel department or to the managers.

All the board members were agreed on these principles, and the
representatives generally observed them. They did not always
find it easy to do so, and this was understood and appreciated by
other board members. When conflict situations arose between
the company and its employees or their union, it seemed to be #no¢
as board members but as trade unionists that the representatives
had their difficulties.

Several references were made in our interviews to occasions
when representatives had been told explicitly that some board
problem would have to be discussed when they were not present.
There were other occasions when the representative had been
present, but had himself realized quite clearly that he could not
take part in certain decisions; and in yet other instances he had
been told explicitly that he could not participate in discussion or
decision-making but that he could be present because the board
trusted him not to pass information to anyone outside. This did
not happen only to representatives of workers or staff. The same
principle was applied to board members who held a position in an
organization that was selling to or buying from the company.

The resultant forces in the situation we have explored tend to
push the representative into the role of an ordinary board mem-
ber. On balance it is easier for him to avoid playing the part of a
representative than to play it. Furthermore, his constituents
seem less active in pressing for allegiance to their interests than
are the other members of the board in asserting its requirements.
Examining the evidence of those who have occupied this role,



we find that they have generally changed their outlook towards
that of a board member and have tended to find participation
easier the further they have developed this outlook.?

Because the balance of forces favours them, the other board
members usually find that they can keep to a tolerable minimum
the activities of representatives on behalf of outside interest
groups. This they do by excluding the element of negotiation,
and by discouraging or ruling out-of-order efforts to bring up the
problems of individual workers or other matters that are within

the personnel function of management; or at least by minimizing
the leakage of relevant information to outside bodies.
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CHAPTER 6

The Functions of Boards and the
Role of Board Members

The evidence presented in the preceding chapter is not by itself
conclusive. It might still be argued that, despite the difficulties
of the representative’s role and the failure of these five firms to
solve them, it should be possible to discover ways in which the
representative could serve his electorate, for instance, by:

(a) Using his presence at board meetings to communicate em-
ployees’ views and requests to the board and feeding back
relevant information to the employees.

(b) Using his rights as a full voting member of the board to
influence its decisions in a way favourable to the special
interests of the employees.

However, boards have their own functions and will not in
practice be able or willing to accept all communications that
people (even management) might wish to make to them. Simi-
larly, the concern of boards with the overall position of their
companies (indeed, their responsibility for this) will make them
unwilling to tolerate what they feel to be excessive emphasis on
just one aspect of that position.

Boards differ greatly from one another, whether one looks at
their behaviour (the things they consider and decide upon) or at
their structural arrangements (composition, relation to share-
holders, relations with management). The variety of models, and
particularly the historical shifts in structural arrangements that
have accompanied the decline in family ownership and manage-
ment, have made it difficult for social scientists and lawyers to
grasp the persisting functions of boards. Perhaps the most
serious mistake made in this connection has been that of equating
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management and board interests, either by regarding manage-
ment as a simple extension of the board (as tends to be done in
economic theory) or by regarding management as the fullest
embodiment of the company (as in modern writings about
‘management trusteeship’). More recently, theoreticians have
been prepared to start from the notion that management and the
board each have their own special functions (see Mason, 1959,
and Donaldson, 1963). The many differences between boards be-
come less perplexing and in fact understandable if one proceeds in
this way, and, in particular, if it is recognized that the differences
in function are related to the shape that company capital may
take at any given time. On the one hand this capital has a general
form in which it is at least potentially capable of commanding a
w'ide variety of resources, techniques, etc. for the production of
different kinds of goods or services for different markets. At the
same time some, at least, of the company capital is invested in
concrete forms such as land, buildings, plant, labour, sales outlets

etc., which are geared to particular products for particula.xi
mar-kets. These two aspects coexist regardless of whether the
capital is state-owned or private. However, the relationship
bet\yeen them varies greatly as a company has more or less oppor-
tumty, ormore or less freedom, to shift its investment or to
benefit from interest rates. Variations in these conditions wily
tend to affect the relations between management and board.

At one extreme, where capital is tied to a single market by
government stature or by the historical involvement of a family,

with a certain product, the board may, in effect, have no rea}
functlon. to perform. At the other extreme, where there are
speculative takeover operations, the function of mana ement
may be relatively nullified. ;
.’I‘hese are very general points, but then we are less concerneq
with explaining the observable variations than with examinin
the general characteristics of boards that will influence what an

employee’s representative can do. The r implicati
. elevant implicatio
appear to be as follows: P s

1. Tke' board tends to be functionally distinct from the management
Even if the board is made up of persons drawn from management _
the e}ssumptlon is that as members of the board they have certairi
special responsibilities over and above those they carry ag
managers. Varying degrees of difference can be observeq



between boards and their managements. Some companies have
very weak boards in the sense that they practically rubber-stamp
management’s proposals; others have very strong boards. Nor
does this difference seem to be simply a matter of human failing,
because some companies appear to be well served by a weak
board whereas others scem to flourish because of a strong board.
As we have suggested above, companies may in different circum-
stances have different needs for the functions served by boards.

2. The primary function of the board is to conserve and ensure the
growth of the company capital per se.
This means that the board of a company is charged with seeing
that the capital of that company is being wisely used. The
obvious criterion here is the return being earned on the capital,
but the wisdom lies in judging the relation between present usage
and alternative possibilities, past usage and present, present and
future usage. The decisions about these matters are very much
constrained by the particular material form that the capital
assumes — the technology and skills of the enterprise, and the
state of the markets that serve it and are served by it. The return
that is earned or may be earned depends to a large extent on
these material factors; nevertheless, these factors and their
manipulation are but some of the conditions governing the
conservation and growth of the company capital. No matter how
closely a board concerns itself with any single factor it does not
fulfil its primary function if it fails to take into account all those
that are known to be relevant. This primary function may even
require the board to seek liquidation of the company in its present
form.1

In so far as capital implies access to and control over social
resources,? the board of a company will find itself confronted by

1 It is important to note that this function seems to be required in any
modern industrial society (see Mason, 1959, for relevant discussions of
the question as it emerges in the United States, the United Kingdom, and
the Soviet Union). In the carlicr centralized forms of Soviet industry
board functions tended to be located in the central ministries, with
consequent difficulties for managers. More recently, some of the board’s
functions have been located closer to the firm (see Granick, 1954).

2 As Cavins observed in his Law and the social sciences (1935), property is
essentially a triadic relation: ‘A owns B against C where C represents all
other individuals...” (p. 59). Tawney, the social historian of nineteenth-
century England, observed the psychological temptation to see property



social and political forces that limit its freedom with respect to
what it can do with this capital and how it can seeck to conserve
or develop it. These constraints can touch upon just about every
condition that is relevant to the conservation and development
of capital (e.g. patent laws, import-export regulations, consumer
protection laws, weights and measures, standards regulation,
insurance, safety, labour conditions, pollution).

3. A board will tend to insist that its members, as members, shall be
primarily concerned with the function of the board, i.e. the conser-
vation and growth of the company capital. Their presence on the
board is justified only in so far as their competence contributes to
achieving optimal conditions of security and growth for company
capital.

These conditions include such general factors as an efficient
management, the market that the company is in or moving
towards, and alliances with other capital or borrowing of capital.
The board function, however, is not exercised in a social vacuum.
In certain circumstances the board might be concerned with the

political and social conditions that give it the freedom to decide
these matters.

4. Ijh'e board is the only body that is properly placed to make these
decisions. Management is primarily concerned with the efficient
o;bqrqtz'on of the concrete resources at its disposal and with the
efficient exploitation of the markets that the firm is thus equipped
to enter.
The optimum conditions for achieving these ends do not neces-
sarily correspond with the conditions that are optimal for the
conservation of capital. Thus the same capital might be more
secure or might grow more rapidly if it were redirected into a
different region or industry, even though this entailed writing off
some current investments and existing capabilities. Similarly, it
mlght be better to introduce much more capital, because it was
available at a low cost, even though the level of efficiency in
utilization would be lowered as a result.

In the cases we have explored it seems that management, when
it has influence at board level, will tend to defend its autonomy
against board members who are not part of management.

as an A-X relation in which property is related to the owner in the same
way as a creation is related to a creator. See also Hallowell (1954).



On the other hand, management will, because of laws and
regulations, and because risks and accountability are involved,
tend to secure board agreement in crucial decisions, i.e. decisions
regarding capital conservation and growth. This procedure will
tend to clarify the major tasks of management and of board mem-
bers and their corresponding roles in decision-making. Lack of
clarification and role confusion are likely to appear when the
board is largely an extension of top management, e.g. when a
majority of board members are top executives. However, if the
firm is widely diversified in its products and markets, a board of
managers will tend to be very conscious of ‘investment questions’
and less likely to confuse its management and board roles. Con-
versely, a family firm may experience confusion if the family is not
only dominating the board but also scattered through manage-
ment. Such confusion will tend to be even more profound if the
family has a historical commitment to a particular concrete set
of productive capabilities.

5. A board will seek to possess the skills that are critical to decisions
about the security and growth of its capital — unless, as in some
technical matters, there is little risk, and hence little personal judge-
ment is involved, and, tn addition, the required technical abilities are
present within the management.

If the management is for one reason or another deficient in some
of the required skills, then the board may be unable to delegate
responsibilities in these areas. On the other hand, if the board is
deficient in some of the skills it requires, the management may
abrogate to itself powers that should be exercised by the board.
In cases where the board’s potential freedom to shift its capital is
severely circumscribed (as, for instance, in public utilities) there is
little difference between the concrete form of the capital and its
general form, and hence little difference between what the board
must do and what management must do. In such cases, manage-
ment will be well equipped to malze most of the decisions required
for the conservation and growth of capital.

6. Until the board clarifies and agrees wpon its own interests in a
sttuation there is no basis for negotiating a company policy that will
effectively velale company interests (i.e. interests flowing from the
requirements of capital as capital) and other interests (such as those
of other companies, labour, consumers, government).
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CHAPTER 7

Conclusions

The examination of the Norwegian firms brings into sharper focus
some of the issues that emerged from the study of experiences in
other European countries. In particular, there is a clear distinc-
tion between areas involving negotiation and reconciliation
between different but related sources of power (as when trade
unions exercise their power in negotiations for the interests of
employees), and areas that seem to inyolve the sharing of power.
A necessary condition for the continued sharing of power is
that there must be agreement on means and goals that are
reconcilable with each other. If in the extreme case the power is
used for contradictory and mutuall}{ defeating purposes, then the
basis for sharing will almost certainly be disrupted. Effective
sharing docs, of course, Tequire more than the. absence of contra-
dictory ends or means; it would seem to require that the various
ends and the various means be nj.utua.].ly supportive. Moreover,
any source of social power is not to be disruptive

if the sharing of ; )
of other parts of the society, then it must go hand in hand with

ing of responsibility.
thizvsllll:; w% Jook at the behaviour of employee representatives on
Norwegian boards, it becomes clear that although they share
legally in the power of the board they find it very difficult to see
how to use that power in ways tl}at are in accord with the usual
board purposes and at the same time make a direct impact on the
working life of their constituents. The power of the board
relates to, and is appropriately used for, the economic prosperity
of the firm. Most of the known and obvious ways of furthering
employees’ interests at board level. involve an increase in labour
costs, with no guarantee that this will be offset by economic
gain for the company, or they involve interference in the mana-
83
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gerial execution of board policy which a board will be naturally
reluctant to permit. The possibilities for jointly furthering the
interests of the employees and the company seem to be more in
the power-field of the manager than at board level. In conse-
quence, the representative finds himself in a position where he
can do only one of the following:

(a) He can work along with the rest of the board, hoping that
increased prosperity for the firm will result in greater job
security and increased rewards for the employces. In this way
there can be a genuine sharing in the power of the board, but
this will be due to the member’s personal abilities and does not
depend upon his being a representative of the employees. The
responsibility that the representative assumes when he acts in
this way is a responsibility to the board.

(b) On issues that concern employee interests the representa-
tive can, in line with the preceding alternative, act as a member
of the board who happens to have some information about the
temper of the workers and so forth, which might help the
board to decide on its strategies. If, however, he decideg
to stick to his role as employees’ representative, he will finq
himself negotiating for the greater fulfilment of their interestg
against the interests represented by the rest of the board. Thjg
attitude could not be pushed far without involving, explicit]

or implicitly, the power of the employees vis-d-vis the Compan;’

Quite apart from any other consideration the critical point for
our analysis is that such employees’ power is independent of, anq
external to, the board’s power. It arises from the qualities ang
needs that the workers bring with them to the job and, unlike th
power of the board, it is not intrinsic to the organization oefr
Production. Thus, when this sort of behaviour occurs on boardg
it has very little to do with democratic participation in the powere
of th.e board, but a great deal to do with the trade unions’ effortz
for industrial justice, The representative who exercises hijg
powers as a board member in this way is at the same time as.
serting that his primary responsibility, at least on these matters
is to an external group, not to the board. ’
Over and above either of these lines of action the representa-
tive may, for example, take it upon himself to seek redress for an
injustice that seems to have been done to an individual by the



way policy has been executed. In this sort of case arepresentative
is not ordinarily seeking to do more than work with the board to
prevent the misuse of its powers. However, these matters are
generally delegated to management and are not the sort of thing
that a board feels it can usefully work on. In practice, represen-
tatives tend to learn that such matters lie outside their role on
the board.

Thus we are suggesting that in the designing of these represen-
tative systems there has been a failure to distinguish clearly
between the industrial power that is exercised by boards and
management, in which employees wish to share, and the power
that is exercised by employees (e.g. to withhold labour), which
they seek to use more effectively. \When people talk about
industrial democracy they are usually referring to the sharing of
managerial power, but when they come to the practice of in-
dustrial democracy they tend to assume that steps to increase the
effective application of their independent power '(and hence their
ability to get what they define as a fair deal) will automatically
lead to a greater sharing of managerial power (and presumably
responsibility). In the cases we have examined there is no
evidence that this happens. o

If this distinction is kept firmly in mind it is possible to sum up
fairly succinctly the lessons emerging from the above examples,
and at the same time to avoid some of the prevailing confusion:

(a) There seems to be a case for extending the area of negotiation
within the firm. Works Councils and the like are poten?ia.l}y
capable of handling a large number of problems as they arise in
the concrete work setting. These problems might otherwise
remain unresolved and create bad relations, or they might be
translated into some other more difficult problem so that they
could be handled by the existing trade union organization.

The general experience is that these benefits of representa-
tional systems can be realized if they are matched by an effec-
tive management.

In general, management must recognize that the success of
an enterprise depends upon how it works as a socio-technical
system, not simply as a technical system with replaceable
individuals added to fit.! In particular, management needs to

1 This has been formulated as the principle of joint-optimization. Briefly,
this states that the objectives of an enterprise are unlikely to be best met by



have a personnel system that keeps it informed of thg needs
and conditions of its employees and makes it possible for
management to exercise some initiative in these matters and
thus demonstrate its sincerity and goodwill. Turthermore,
management requires an effective appeals system. Without
this the work of the representative (cum negotiating) system
will be too easily disturbed and distorted by individual cases.

(b) In so far as industrial democracy means more than extended
negotiations and consultations, there is a need for th.e transfer
of some real managerial power to the employees. It is difficult
indeed to see how this sharing can be started at the top — at
board level. If democratic participation is to become a reality,
it seems inevitable that it must be started at a level where a
large proportion of employees are both able and willing to
participate.r

The problem of creating industrial democracy seems in fact
to be inseparable from the problem of ‘the split at the bottom
of the executive chain’, which has plagued all attempts to
create effective representational systems. Fortunately, thig
‘split’ does not seem to present an insoluble problem. Holter's
recent survey of the attitudes of Norwegian workers (see
Appendix VI)2 confirms the findings obtained in other com.
parable democratic societies, namely, that the majority of the
lower grades of industrial workers (a) fecl that they could cope
with more responsibility in their daily work, and (b) want more
such responsibility. Industrial experiments in the Uniteq
States, the United Kingdom, and India (in engineering, coal.
mining, and textiles) have shown that the democratic sharin
of managerial power at this level can be stable and effective

because it furthers the ends of both employees and manage-
ments.3

In these last remarks we would seem to have forgotten the
skilled workers and functionaries. This is because the evidence

! See Appendix VI and, more generally, Tannenbaum (1966).

2 Full details of the findings are presented in Holter (1965).
8 Reviewed in Emery (1967).

optimizing conditions for either the social system or the technical system
at the expense of the other. The best fit between the two systems, and

the best performance, are likely to involve less than the best possible
conditions for both systems.



suggests that ‘the split at the bottom’ is not only a problem
involving the employees at the bottom but also a major factor
constraining any deveclopment of democratic work relations for
these other levels.?

1 See p. 64 above for an identical conclusion in the survey done by the
National Institute of Industrial Psychology in 1952.



APPENDIX 1

Approach and methods of Phase A
of the Participation Project

The study of employee representation on boards in Norwegian
industry raised a number of research problems. On the whole
little research is done in this field. One might also fear that the
political aspects of a research project of this kind would make it
difficult for people with first-hand experience to express thejr
opinions openly to the research workers. In fact problems of thig
nature did not arise. In no case were we denied information tha
we asked for — even though some of the information had to be
treated confidentially, e.g. reports and minutes from boarq
meetings. When we received information on matters in respect to
which personal or political points of view were likely to be
introduced, we were quite free to check the information wit
people who held different views. Indeed, we were encourageq
to do so.

An extensive statistical survey of attitudes to employee re_
presentation on company boards did not recommend itself as
realistic alternative, since only a handful of Norwegian companjeg
have introduced such a system. And those that have tried the
sytem differ in many respects. If we had found that it seeme
likely that a large number of employees had experienced Tea)
contact with what goes on at board level, a survey of opinig
among employees might have been of interest. However, ex.
perience of this kind was not found to any significant extent i
the companies we studied. A survey of attitudes towards in.
creased employee participation on a general level was made b
another social scientist, Harriet Holter, with whom we cooperateq

To carry out a systematic sociological analysis of the maiy,
institutions relevant to a discussion of industrial democracy in
Norway would have been a large research task. In any case such
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an analysis would have thrown little light upon the effects of
representation on boards or on similar bodies, since these forms
of representation are not yet well-established institutions. Nor
would it have given much insight into the long-term problems
with' which. our project is conce1:ned, namely, the conditions
malfmg for mcrpased personal ‘participation in the concrete work
setting. Some important institutional factors emerged from our
survey of experiences in other countries. And another Norwegian
research group (at the Institute for Social Research in Oslo) has
been studying the institutional aspects of the problems of in-
dustrial democracy as thev appear in production committees and
similar bodies.

Our approach, which was worked out in consultation with a
joint committee representative of employers and trade unions, is
typical of action research. While preparing for the main phase of
our research project we sought to achieve clarification of the
problem area by undertaking a study, reported in this volume, of
some Norwegian companies which had first-hand experience
of having employee representatives on their boards. The four
principal companies were:

Norsk Hydro-Elektrisk Kvaelstrofaktieselskab
Norsk Jernverk A/S

Ardal og Sunndal Verk A/S

Raufoss Ammunisjonsfabrikker.

At a fifth firm, Norges Kooperative Landsforening, which had
previously had employee representatives on its board, we carried
out a more limited study. We also interviewed people on the
board of the national water and electricity company.

All the companies mentioned above are partly or wholly
owned by the state. They are, in fact, the main state-owned
companies outside the public utility sector. The government is
not much involved in the manufacturing sector although there
has been a Labour government in Norway since 1935, except for
the period of the Second World War. The nearest we could come
to a private company with employees’ representatives on its
board was Norsk Hydro, where the government owns nearly half
the shares.

In the four companies where our main studies were done we
interviewed a number of people who had personal experience as
board members.
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On the owner-management side we interviewed two or three
people who had leading roles on the board, and these always
included the managing director. When we felt that more inter-
views were necessary either with the same people or with others
who had played influential roles in the work of the board, we
supplemented our interview data until we felt sure that we had
satisfactory coverage. In addition to the interviews, we had
access in all the firms to written material regarding the formal
aspects of board activities and employee representation.

On the employee side also we concentrated our interviews on g
few persons whose experiences it seemed fruitful to discuss with
some thoroughness, in preference to covering a larger number of
people whose knowledge of the subject was more peripheral. We
restricted our sample to people who had personal and fairly recent
experiences as a basis for their opinions. In all the companies, we
interviewed in addition shop stewards and trade union leaders
who had been in close touch with the system for employee rep:
resentation. Only at Raufoss were there two employee represen-
tatives, one from the workers and one from the staff, and only in
this firm was there a regular rotation of these two representativeg
We were therefore able to carry out a more extensive and system;
atic study in this company than in the three other companies,

Thirty people were interviewed one or more times about
employee representation. In all the interviews with people on the
owner-management side two or three members of the research
team were present. Notes were made during the interviews and
reports written up afterwards. Interviews with employees’
representatives were recorded on tape and typewritten after
wards. A series of additional interviews took place with people iI;
trade unions or in government who had been in close touch with
the systems of board representation in these companies. These
Interviews were meant to check and supplement our data and
they were not conducted according to the same plan as the other
interviews. The interview plan follows as Appendix II.



APPENDIX II

Plan of interview - Phase A

1. Introduction

Explanation of the research project and the objectives of the
interviews.

Stress confidential character and no publication of results without
consent from people involved.

Reference to joint committee LO/NAF.

2. Before appointment
(Can you tell me what happened when you became a board

member?)
(a) Who suggested or nominated you?

(b) What union or associations were behind the nomination?

(c) What sort of election and formal appointment was arranged?

(d) What did you know before your appointment about the work
and the role of a board member?

(e) What previous experience turned out to be valuable?

3. Introduction to the board

() Did you get informal information beforehand about how to
proceed?

(b) What formal preparation did you get?

(c) What sort of introduction did you get when you first met on
the board?

(d) How long did it take before you felt confident with the tasks
of a board member?

(e) What opinion of the task did you gradually acquire?
How different were the views you held before and after you
had become better acquainted with the situation? Try to
remember special issues on which you changed your mind as
you gained experience.
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4. What does it mean to be a board member?

(2) What did you actually do before, during, and after board
meetings?

(b) What sort of preparations did you make? (reading of docu-
ments, contacts with whom before meetings)

(c) What contacts did you have with the chairman or managing
director before meetings?

(d) What contacts with the union before meetings?

5. Relations with fellow employees

(a) What kinds of questions or requests came from fellow em-
ployees? How often?

(b) Did you take initiative in making contact yourself? How
often?

(c) Formal contacts with the union?

(d) Informal contacts with the union?

(e) Over what kinds of matters or issues was there much contact?
(Did you actively seek to find out what people expected of
you or did you rather wait to see what came up?)

Did you have any rules or principles to follow regarding your
contact with fellow employees?

6. Examples of conflict situations

Were there situations when you as a representative found yourself
pressed between two parties?

7. How is a representative on the board rvegarded?

(a) How did you react when you first heard that your name was
suggested?

(b) What difficulties were involved? (special treatment, etc.)

(c) How did/does your family react to your being on the board?

(d) Who has the higher status, the board member (representative)
or the chief shop steward?

8. Opinion on different board matters

(a) What kinds of matters were particularly interesting?
(b) In what matters were you most active?

(c) In what matters did you not take part?

(d) What were the most difficult matters? (Difficult in what
way?)

(e) What matters were not so nice to deal with? (In what way?)



(f) Did you vote on any matters on the board?
(g) Were there any dissents? Did you dissent?

9. Functions of the board and roles of members

(a) What are the functions of the board?

(b) What special roles did different members play?

(c) What are the differences between the role of employee repre-
sentatives and the role of other board members?

10. Qualifications of board members

(a) What are the major qualifications of a good representative?
(b) What are the major qualifications of an ordinary member?
11. What experience and training do representatives need?

12. What is your opinion on the future of the system?

13. Would you be willing Lo serve as representative again in the future?



APPENDIX 111

The Participation Project:
frame of reference and preliminary

research plan (November 1962)

1. Imitiation of project, coordination of scientific and practicqp
considerations. The background to the initiation of the Particj_
pation Project in the autumn of 1962 is an increasing interes¢
within Norwegian industry in social science research as a possib]e
aid in the solution of important problems concerning person
participation and organizational relations. The Institute foy.
Industrial Social Research (Technical University, Trondheirn)
felt able to undertake this project because there was available
substantial body of scientific knowledge and skill relevant
problems of participation in industry. ©
. The project is from the beginning related to the question
industrial democracy’ as this is perceived and practised i
}ndpstry. An analysis of existing arrangements and experiment
1n industrial democracy and of the experiences of those involyg
will form a basis for longer-term experiments and investigatio
The Institute and the representatives of employers (Via th.
Norwegian Confederation of Employers) and of employees (vi
.the Trades Union Congress of Norway) agree that this mo
lmm.ediate research contribution must be planned and carrir
out in such a way that it will serve as a basis for more fundamee
tal research and for long-term development work in industry n
A coordination committee with representatives from the ‘tyy,
main organizations in industry will function as a consultatiy,
body with these objectives in view. The same committee wil]
help to appraise the relevance of the research results for presen
Norwegian conditions and will help to make the results of tht
research work known and used within important areas of Nor?
wegian industry in a way beneficial to all the parties concerned
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2. Our present formulation of the general objective for experiments
and research in ‘industrial democracy’ may be summarized in the
following statement of the problem: Under what conditions can
more rights and responsibilitics be achieved for the individual in the
workplace? As far as we have been able to determine, the tradi-
tional notions of industrial democracy all refer to one or other
aspect of the problem as we have stated it.

3. Current concern with the problem of ‘industrial democracy’ is not
related only to the belief that improvements in this field are
desirable from a human point of view. There is also the notion
that possible improvements in this sphere may release among
men in their work productive resources of great importance for
the further development of the economy, and hence for a con-
tinued rise in standards of living. It may turn out, however, that
industrial democracy and higher productivity do not go hand in
hand. Nevertheless, they cannot be treated as unrelated, and
therefore it seems realistic to take as axiomatic that a higher level
of industrial democracy will not be pursued at the expense of
what has already been achieved in economic life or in a way that
will threaten the material basis of the present trend in living

standards.

4. The meaning of the term ‘tndustrial democracy’ seems to be
related to two different aspects of the problem (as formulated

in (2) above):
(a) formal representation
(b) the conditions in which the person participates in his tasks
at the workplace.

(a) The formal representation of employees and their interests
within the framework of management has sometimes functioned
to supplement trade union activities on behalf of employees.
In some countries, the representation has sometimes functioned
as a substitute for trade union activities.

Formal representation has mainly taken the form of consulta-
tive and information-giving bodies such as production com-
mittees, etc. Less frequently, the representation has carried with
it powers of veto on certain classes of managerial decision. Ina
few cases, as in the system of co-determination in German



industry, it has involved an actual right to participate in the
decision-making bodies of industry.

Formal representation was from the beginning strongly
associated with political objectives. Gradually other consider-
ations have played a larger role — considerations that relate
more to the problems of organizational life. The assumption hag
been that all levels of an organization, through representation,
have something to contribute to the achievement of company
objectives. And it has been taken for granted that management
and employees have aneed, which might be met through represen-

tative bodies, to become more aware of cach other’s opinions and
attitudes.

(b) Personal participation in production tasks can be seen as more
or less democratic depending upon the degree of independence, in
terms of rights and responsibilities, that the individual hag in
relation to his own work. In practice, attempts to increa5e
democracy in this sense have taken the form of improvements in
information, human relations training for supervisors, etc, e)
lately have there been more serious attempts to tackle thiss’
problem directly by means of ‘job enlargement’ and the Creation
of relatively autonomous work groups.

Attempts of this kind have been made under the aSSumptig
that the individual, through increased personal Participatiop 111
likely to become involved in his tasks and to feel that pg ;-
engaged in work that enhances his personal worth, an N

] o d h.enCe iS
also more likely to display initiative and creativity.

Labour law and collectiye bargaining between employer an
employees may be considered as an independent and thirq

of industrial democracy. However, on the basis of developmep
in Norway during the last thirty years, it seems more natura] ts
consider labour law and collective bargaining between the rna.io
organizations as relatively stable industrial conditions aChieveg
within the political democracy. This does not mean that laboy
law and collective bargaining are not prerequisites for induStria_li
democracy, nor that in the long run this framework will Temain
uninfluenced by possible changes in representative systems o in
personal participation in the workplace.

aspect

5. The relationship between the different aspects of mdustrial
democracy. The different aspects have historical origins which are



partly distinct and can be viewed in different ways. The pressure
for formal representation has largely tended to change with
variations in the relative political strengths of employers and
employees. Claims for representation seem to have been accepted
particularly during national crises, e.g. during and immediately
after the two world wars. To a lesser degree, an increased central-
ization has likewise increased the demands for bodies with
informative, consultative, and coordinative functions. On the
other hand, the attempt to increase personal participation in the
day-to-day activity of the workplace has been largely a reaction
to technological development with its consequences of increased
Specialization and narrowing of jobs.

6. It scems to be a general experience that, unless the individual
has a certain level of responsibility for, and involvement in, his
day-to-day tasks in the workplace, representative systems will
tend to serve simply to supplement the conflict-resolving activi-
ties of trade unions and collective bargaining. Only if there is a
prevailing belief in the value of the work can we expect represen-
tative systems to l?e. used to advance joint interests. Sometimes,
under special conditions, such as war or national crisis, this sense
of the value of the work may develop and with it the growth of
joint interests; but this does not often happen in normal condi-
tions, where the usual assumption is that wages and amenities
are a compensation for work. However, a feeling of participation
and of joint interests seems to })e a possibility in normal civil
conditions when employees are given adequate control over their
immediate work conditions.

7. The work plan for the project during the first year will include
work along two lines:

(a) Formal representation. It seems desirable to collect existing
experiences from other countries as well as from Norway. The
material from other countries will largely consist of a critical
analysis of reported.studles. The Norwegian experiences will be
studied in four to six Norwegian enterprises. At this stage our
Institute will not carry out intensive fieldwork covering such
forms of representation as production committees, etc. We will,
however, cooperate with other Norwegian researchers who are
particularly interested in this, and with institutions that have



already gathered information in this field. For our part we shall
concentrate on case-studies of advanced forms of representation
(i.e. representation on decision-making bgdies of enterprises) as
we find them in these Norwegian companies.

(b) Conditions for personal participation. The study of these
conditions will require controlled experiments carried out ip
actual enterprises. We will start with pilot experiments in two or
three enterprises that are willing to participate in long-term
developmental work. These enterprises ought already to have
had varied experiences with different forms of participation ang
organizational relationships. They ought to have developed sound
relations between the management, and the employees and their
organizations. Against this background we will help to carry out
and control experiments with the aim of determining the mayj.
mum degree of personal participation that is commensurat
the technical and economic necessities of the enter
experiments will probably involve us in such pro
largement of jobs, development of autonomous work groups

changes in supervision, in training, and in recruitment. Ac Onslibd'
erable body of sound scientific work has already been done on
these problems but we can expect to be continuously engaged on
expanding the theoretical basis. on

\ € with
Prise. Thege
blerns as en-

We shall attempt to finish work within the first of the aboy
mentioned areas during one year. We expect the work in t}i:_

secongl area to go on over several years. However, if the fie)
experiments get off to an early start it should be possiblee d
appraise their progress by the summer of 1964. to



APPENDIX 1V

Regarding Phase B of the project
(December 1962)

The Norwegian Confederation of Employers (NAF) and the
Trades Union Congress of Norway (LO) have each set up commit-
tees to study problems of industrial democracy. Both organiza-
tions decided that some of these problems require social scientific
research and the Trondheim Institute was asked to undertake
this.
The NAF and LO committees have appointed representatives
to a joint committee on research. This committee coordinates
their interests in social scientific research and provides the
necessary communication and contact with the research team.
In its first two meetings, the coordination committee agreed
that the interests of the two organizations would be met by a

two-pronged research programme:

Phase A — A study of existing Norwegian and other European
experiences with mechanisms that allow formally for employee
representation at top-management level. Knowledge of formal
mechanisms for industrial democracy will be extended to
productivity committees by the research concurrently being
carried on by Dr Sverre Lysgaard for the Productivity Council.

Phase B — A study of the roots of industrial democracy in the
conditions for personal participation in the workplace.

The joint committee and the research team are agreed that the

second line of research, the study of personal participation, is of

basic interest. On existing evidence, it appears that the manner

in which employees participate in the work-life of their companies

is critical for the use they make of formal mechanisms for rep-

resentation and consultation, and also for their attitudes of
99
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apathy or constructive interest, of dissatisfaction or satisfactlo;ll.
The bulk of the scientific evidence suggests that the more the
individual is enabled to exercise control over his task, 'and to
relate his efforts to those of his fellows, the more likely is llle to
accept iti itment. This positive commitment shows
ina E)lulangglgfv\?v:;:urrllot the least of which is.the release qf that
Personal initiative and creativity which constitute the basis of a
democratic climate. oL
OWever, there is no simple technique that can be applied in
industrial conditions to bring about t!lese changes. Thus,
while job enlargement has proved effective in some conditions, it
would be inappropriate in others; the developme'n’.c of autonom-
ous work groups has been effective in some condl.tlons, but lll.{e~
Wise would be ineffective in others; in some cases increased skillg
May be essential, but in others no such changes may Dbe called for.
1€ important point is that the kinds of change required are
likely to pe related to the kind of technology involved,
ith this in mind, the joint committee considered the differen ¢
S€ctors of industry, and decided that a start should be made i
W0 sectors — metal-manufacturing, and pulp and Paper. Thes,e
Were considered to be strategic sectors for the nationg] interests of
O and NAF.
€ Dext problem is to find within each sector a sujtgp)e plan, t
for stuqy, _
If this line of research is to be fruitful, it will be necessary no
only to look at existing experience, but also tp modey experimexl\
Y the conditions of personal participath{l and tq measy .
Tesulting changes in such things as s.atis.factlon/dissatisfacti0
aPathy/constructive interest, communication leve], productivity’
and stabijity,. .
t is important that experiments along these lingg should
conducteq in such a way that: €

(3-) managements and employees who agrqe to carry o t
€Xperimental modifications of existing practices gre fully -
formeq at all stages of what is going on, and at a]) times fe
T€€ to insist on changes in or cessation of the experimentg .
furthermore, there should be no communication, of findingsj
Without their approval;

(b) any emergent lessons can be readily evaluateq by the
Interesteq parties;
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(c) there will be a willingness to learn from these lessons not
only on the part of the company directly concerned with ex-
perimenting but also on the part of the industry as a whole.

In order that there shall be a widespread willingness to learn from
any emergent lessons, it is essential that the relevant leaders in
management and trade unions:

(a) are informed beforehand of what is being undertaken;

(b) agree beforehand on what changes in the workplace would
be relevant to their notions of industrial democracy;

(c) agree that the plants within which the experiments are
carried out are not so unusual as to render the results untenable

elsewhere.

There may well be several waysin which these preconditions could
be met. We suggest that a straightforward solution would be to
present our proposals for research into personal participation to
managements and trade union leaders in the chosen industrial
sectors, requesting them to consider criteria of improvement in
industrial democracy and to select a short-list of plants that they
would regard as satisfactorily representative of their industry.
They should feel that these are plants that are fairly representa-
tive with respect to factors that are difficult to vary, e.g. tech-
nology, labour force, capital, and, to some extent, market, even
though they are not necessarily representative with respect to
matters that it is up to management and labour to change.

We should expect to find within the short-list one plant that is
willing to cooperate and that has in the past shown an ability to
handle its management-labour relations in a progressive fashion.
It would then be up to us to establish, with the management and
employees of that plant, the conditions for experimentation that
would best secure and protect their interests. All such arrange-
ments, whether at plant level or sector level, would be matters on
which we would have to secure the approval of the NAF/LO joint
committee, since these organizations are sponsoring and financing
the research on behalf of national interests and would therefore
have to assure themselves that those wider interests were not
being sacrificed for strictly local ones.

When agreement had been reached by the joint committee on
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this general policy, short-lists of potential research plants were set
up and preliminary contacts with the managements and unions
of the companies were established by the research team. During
the spring of 1963 one experimental plant was chosen in metal-
manufacturing and one in pulp and paper. The joint committee
confirmed the choice and accepted the major hypotheses con-
cerning job design that were presented by the research team and
that would be basic in Phase B of the project (see Appendix V).



APPENDIX V

Some hypotheses about the ways in which
tasks may be more effectively put

together to make jobs

(a) Optimam varicty of tasks within the job. Too much variety can
be inefficient for training and production as well as frustrating for
the worker. However, too little can be conducive to boredom or
fatigue. The optimum amount would be that which allows the
operator to take a rest from the high level of attention or effort in
a demanding activity while working at another and, conversely,
allows him to stretch himself and his capacities after a period of
routine activity.

(b) 4 meaningful pattern of tasks that gives to each job the semblance
of a single overall task. The tasks should be such that, although
involving different levels of attention, degrees of effort, or kinds
of skill, they are interdependent. That is, carrying out one task
makes it easier to get on with the next or gives a better end-result
to the overall task. Given such a pattern, the worker can help to
find a method of working suitable to his requirements and can
more easily relate his job to those of others.

(c) Optimum length of work cycle. Too short a cycle means too
much finishing and starting; too long a cycle makes it difficult to
build up a rthythm of work.

(d) Some scope for setting standards of quantity and quality of
production and a suitable feedback of knowledge of results. Mini-
mum standards generally have to be set by management to
determine whether a worker is sufficiently trained, skilled, or
careful to hold the job. Workers are more likely to accept respon-
sibility for higher standards if they have some freedom in setting
them and are more likely to learn from the job if there is feedback.
103
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They can neither effectively set standards nor learn if there is not
a quick enough feedback of knowledge of results.

(e) The inclusion in the job of some of the auxiliary and j)r'e]‘b(‘zratory
tasks. The worker cannot and will not accept res.ponsﬂ.)lht‘y for
matters outside his control. In so far as the precedn}g criteria are
met, then the inclusion of such ‘boundary tasks’ will extend the

scope of the worker’s responsibility for and involvement in the
job.

(f) The tasks included in the job should entail some degr

g ce of care,
skill, knowledge, or effort that is worthy of respect in the ¢

oMmmunity,

(g) The job should make some perceivable contributioy ¢, the wtility
of the product for the consumer.

(h) Provision for ‘interlocking’ tasks, J0b rotation, o, Physical
proximity where theye is 4 necessary mterde?bem.ience of jobs. At a
minimum this helps to sustain communication anq’ ¢, Create
mutual understanding between workers 'Wf.lose.tasks are inter-
dependent, and thus lessens friction, recriminations, and 'Scape-
goating’. At best thijg procedure will help to create wor) groups
that enforce standards of cooperation and mutual help P

(i) Provision for interlocking tasks, job rotation, oy

imity wheve the indiyigiial jobs entail a relatively
stress.

Dhysical pyo.,.
high degree of

() Provision for interlocking tasks, job rolation, oy
imity wh

Dhysicay
‘ @,e the mdividual jobs do not make an obvious j)ercgij:,;%?-
contribution o the i1y, of the end-product. ’

(k) Where a numbey of jobs are linked together by nterlock

. . ing ¢
or job rotation they should as 4 group: g taskg
(i) have Some semblance of an overall task which makes 5
contribution

to the utility of the product;

(i) have some scope for setting standards ang receiving
knowledge of Tesults;

(iii) have some contro] gver the ‘boundary tasks’,
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(1) Provision of channels of communication so that the minimum
requivements of the workers can be fed into the design of new jobs at
an early stage.

(m) Provision of channels of promotion to foreman rank, which are
sanctioned by the workers.

The above hypotheses are merely intended as an illustration of
the sorts of matters we would wish to keep in mind in studying
the chosen factories.

It will be noted that these hypotheses are concerned with a
limited number of general psychological requirements:

(1) the need for the content of a job be reasonably demanding
of the worker in terms other than sheer endurance, and yet to
provide a minimum of variety (not necessarily novelty);

(2) the need for being able to learn on the job and to go on
learning; again it is a question of neither too much nor too
little;

(3) the need for some minimal area of decision-making that the
individual can call his own;

(4) the need for some minimal degree of social support and

recognition in the workplace;
5) the need for the individual to be able to relate what he does

and what he produces to his social life;
(6) the need to feel that the job leads to some sort of desirable
future.

These requirements are not confined to operators on the factory
floor, nor is it possible to meet them in the same way in all work

settings or for all kinds of people.



APPENDIX VI

Employees’ attitudes towards
increased participation in

o« . . 1
decision-making

A study regarding sex roles in industry has furnished us with
some data on the attitudes of employees to the possibility of
increased participation in company matters. '

This questionnaire investigation was undertaken in 1962 among
1,128 workers and staff members of lower rank and covered
seventeen enterprises in the Oslo area. (Ten of these are man,-
facturing companies with 100 to 400 employees, six are large
insurance companies, and one is a large manufacturing firm.) We
are grateful for permission to report some of. the main results,

Harriet Holter drew the general conclusion

‘that we have here an expression of a general and uncommyjt.
ted — but quite extensive — belief that there ought to be more
“industrial democracy” in the enterprise. Table I indicates that
the desire for personal participation is directed towardg
increased participation in decisions regarding own work gnd own
conditions — more than half of the employees express such an
interest. There are on the other hand comparatively few ___
16 per cent of the workers and 11 per cent of the functionarjeg

— who would themselves like to participate more in compan,
matters as a whole.’ y

Holter has divided her data into three groups depending on
what kind of participation the employees are interested in-
(1) those who are uninterested, (2) those who are ‘autonompy..
oriented’ and want increased participation in decisions regarding

1 Some data from a study undertaken by Harriet Holter, Institute for
Social Research, Oslo, in 1962, ang since published in Human Relations
1965, 18, 297-321. Part of the jnvestigation was published in Tidsskrifs
for Samfunnsforskning, 1964, No. 1.
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TABLE 1 Do you personally think that you are sufficiently

involved in decisions made in your workplace or would you like to
participate more?

Workers Functionaries

% %
Have no personal interest in increased
participation 22 20
Would like to participate more in deci-
sions directly related to my own work
and my own working conditions 56 67
Would like to participate more in deci-
sions regarding company matters in

generall! 16 11
No answer, etc. 5 2
99 100

Number of answers 591 397

1 Including respondents who would like to participate more in decisions
both regarding their own work and regarding company matters in general.

TABLE 11 Do you think that employees in general are sufficiently
involved tn decisions regarding the company as a whole?

Workers Functionaries

% %

Yes, I think it is sufficient as it is 17 37
No, I think they ought to participate more 78 59
No answer, etc. 5 3
100 99

Number of answers 591 397

their own work; and (3) those who are ‘influence-oriented’ and
want to participate in decisions regarding the company as a
whole. On this basis the author presented Table II1.

Finally, we should like to cite Table IV, which shows how many
there are who feel that they would be able to carry out more
difficult work than they are doing at present.
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TABLE 111 Percentages that would like independent work, that
would accept a higher position, that would like to make changes;
that are interested in concrete problems of the enterprise as such.

Workers Functionaries
U i‘ é ! i‘\ é
§ 8% §% & 8% &%
ST =§ 885 2% =5 I8
% % % % % %
Would like quite inde-
pendent work 34 45 60 31 44 70
Would like to accept a
higher position 48 66 79 60 84 89
Would like changes in
work conditions 22 26 38 5 8 14

Are interested in con-
crete problem areas 51 67 86 48 77 100

TABLE 1V Do you think that you would be able to perform moy
difficult work than you have dm—z}; today? e

Workers Functionaries
_—
% %
Yes, absolutely 47
Perhaps 7 o
No, probably not 45 3
No answer, etc, 2 ;
1
101
Numbers of answerg 591 ;g;

1t
by Harriet Holter, ther, seems to be a firm basis for stating that

;fhe-data shgwaa tf.lu_ite clear indication of needs and possibilities
for ;]ncre’;llse Pf II;hm}Patlon on the part of employees, particularly
In the sphere of their oy, daily work. The study also gives some
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idea of which categories of employees would be most likely to
accept increased participation. This point ig important for
further research and development in the whole area of employee
participation. The study seems to confirm that a very real
problem of industrial democracy is what has been called ‘the
split at the bottom of the executive chain’, Finally, we feel that
the study has corroborated our major postulate that conditions
for personal participation must be improved before we can expect
general involvement in employee participation among a great
number of the rank and file.
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