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Big Year at the Bargaining Table

Ov e r  the next twelve months, labor and 
management teams will be hammering 

out m ajor contracts for almost 2Vi million 
workers in some of the nation’s largest and 
most im portant industries. The outcome of 
these negotiations —  in electrical products, 
trucking, autos, meatpacking, and other in
dustries —  will help to determine the level 
of employers’ costs and thereby influence the 
course of the continuing struggle against in
flation.

The numbers involved, although three 
times as great as the total for the preceding 
four quarters, are not substantially larger than 
during the last major period of negotiations. 
Rather, the recent public interest in the ne
gotiations stems from the economic environ
ment surrounding the contract talks, and this 
environment is almost certain to influence 
the substance of the agreements as well as 
the incidence of labor strife over coming 
months.

A lack of slack
Vital factors in the economic environment 

include: a tight labor market, evidenced by 
the lowest sustained rate of unemployment 
since 1953 and m arked shortages in skilled 
occupations; Federal legislation boosting the 
minimum wage and broadening its coverage; 
and a recent spurt in wages and average em
ployee compensation accompanied by a slow
down in the growth of manufacturing produc
tivity. As a result, unit labor costs in manu
facturing, for the first time since 1960, are 
running ahead of year-ago levels. Such a 
trend puts pressure on profits or prices —  or 
both.

L abor’s determination to achieve the best 
possible settlement has been growing as union 
analysts note the hefty growth in profits dur
ing the present decade and the accelerated 
rise in living costs during the last year or so.

Union leaders are interested in protecting 
workers’ purchasing power and are distressed 
to find considerable gains in wages and fringe 
benefits being erased by a combination of 
higher social-security taxes and rising con
sumer prices. Ahead of them, too, they see 
the possibility of an increase in personal- 
income taxes. The revival of popularity of the 
recently ignored escalation clause, which ties 
wages to living costs, is one symptom of the 
attem pt to minimize the impact of rising 
prices on workers’ purchasing power.

The final factor causing concern over up
coming negotiations is the record of the 
recent past. The anticipated breathing spell 
in labor relations failed to materialize this 
year. Greater-than-guidelines wage settle
ments became relatively common, and work 
stoppages —  statistically insignificant but edi
torially newsworthy— caused public discom
fort and aroused considerable sentiment for 
more effective mediation procedures.

Bargaining playbill
First in line for renewal are contracts cov

ering almost 175,000 workers in the electrical- 
products industry, terminating this quarter.
The largest union —  the International Union 
of Electrical Workers (IU E ) —  presented 
demands fairly representative of the senti
ment expressed in numerous labor conven
tions this year, but somewhat different from 
the demands presented at the last round of 
contract talks three years ago. A t that time, 
national prosperity was still plagued by a 
relatively high level of unemployment. Or
ganized labor responded by concentrating on 
job security, the distribution of available 
work, and the reduction of technology’s im
pact on employment — often at the expense 
of money in the pay envelope.

Although these earlier goals are far from 
forgotten, more emphasis is now being placed \ 8 5
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on larger paychecks. M oreover, as a union 
with new leadership, the IU E might be ex
pected to take a firmer bargaining position 
and be m ore responsive to local union prob
lems than otherwise.

The electrical workers’ bargaining goals 
include annual wages (so as to put produc
tion workers on the same footing with sal
aried white-collar employees), reduced geo
graphic wage differentials, and increased job 
security, as well as increases in fringe benefits 
and pay. The pay demands include a “catch
up” wage increase to compensate for the 
years without escalator clauses, reinstate
ment of escalator provisions, and larger 
boosts for skilled workers. The companies’ 
original offer amounted to four percent a year 
in increased costs, so the new contract may 
well set the stage for substantial increases, 
above the 3.2-percent guideline, in other bar
gaining situations. M ost business observers 
have been carefully watching the negotiations 
unfold —  and several Cabinet members took 
an active part in negotiations in early Octo
ber, in an attem pt to bring about a settlement 
for national security as well as national eco
nomic reasons.

The eventual set
t le m e n t in c lu d e d  
many 1966-m odel 
features. A n exten
sion of the deadline 
brought about a na
tional agreement in
volving a 5-percent 
boost in costs, but 
local issues precipi- 
t a t e d  s t r i k e s  a t  
plants across the na
tion. One of these 
strikes, at a key de
fen se  p la n t ,  w as 
halted by an injunc
tion under the Taft-

1 8 6  H artley Act.

Throughout the autumn months contracts 
are also expiring with telephone companies 
across the nation. The largest union involved, 
the Communications Workers of America, 
gained a 4.6-percent wage boost and a wage- 
reopener clause in negotiations concluded in 
September, but the union membership re
jected that agreement in early October. In any 
event, the September contract remains the 
“pattern agreement” for bargaining in the 
communications industry, which will continue 
into the spring of 1967.

The new year will usher in the contract 
deadline at major oil refineries. In 1964 these 
workers asked for a 5-percent annual wage 
boost, and received 4.5 percent. Now, the 
union has made the 5-percent boost “m an
datory” for a settlement which will establish 
the pattern for 45,000 workers outside the 
refineries themselves. Another large contract 
due to expire in January will bring the 
ILGW U together with dress manufacturers. 
And in February, the Team sters’ contract 
with California food processors and growers 
comes up for renewal.

By the end of this year, negotiations will

Bargain ing activity on many labor fronts
scheduled to rise sharply in coming months
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probably begin for renewal of the “National 
M aster Freight Agreem ent” which runs out 
M arch 21. The contract, between the Team
sters, the nation’s largest union, and Trucking 
Employers, Inc., an employer group organ
ized in response to demands for a national 
agreement, covers about 450,000 employees 
of 15,000 companies. The union’s goal of a 
single standard agreement for drivers from 
M aine to California bore some fruit in the 
1964 agreement, which put a floor under 
wages and benefits and covered non-monetary 
items, but left some regional questions un
se ttled . T w en ty  re g io n a l su p p le m e n ta ry  
agreements which cover local conditions and 
wages will expire at various times throughout 
1967. Local differences proved difficult to 
iron out in the earlier negotiations, and the 
union will try to come closer to its single
contract goal in 1967. In M arch, also, a bar
gaining deadline faces Pacific Coast pulp and 
paper manufacturers.

Later negotiations
During the second quarter, contracts will 

expire at a somewhat less hectic pace. M ajor 
contracts will be renewed in the rubber in
dustry in April, and in cement in May and 
June. The leading rubber companies will face, 
in the new leadership of the United Rubber 
Workers, a negotiating team that is commit
ted to a stiffer bargaining position than here
tofore.

A t mid-year bargaining deadlines will occur 
for the crucial copper industry. Since that 
industry is plagued by short supply, labor 
difficulties in overseas producing centers, and 
a domestic price level below that of the world 
market, a repetition of the work stoppage 
which occurred in 1964 could prove serious 
for defense and civilian production. The sum
mer quarter, moreover, will also be contract 
time for the major meatpacking firms.

Next September, the U A W ’s 600,000 pro
duction workers will reach the end of their

old contract with the Big Three automakers.
The present set of agreements, signed in 1964 
after a series of workstoppages, added about
4.5 to 5 percent to the companies’ labor costs.
But whatever the size of next year’s wage 
package, its implications will be substantial 
for American industry, since the giant union’s 
membership includes agricultural-equipment 
and construction-machinery workers as well 
as autoworkers —  and since the size and 
shape of the UAW  package will influence 
negotiations throughout the manufacturing 
sector.

A  contract calendar is, at best, an imper
fect guide to the timing of new contracts, al
though the expiration of each old contract 
generally serves as a starting point for some 
newly-won benefits. Union members may stay 
on the job long after a contract has expired, 
especially if some progress is recorded in bar
gaining sessions. The deadline may be post
poned voluntarily, as it was in the steel in
dustry in 1965, or it may be extended by 
legal constraint, as in the airlines in 1966.

On the other hand, disputes may arise 
when a contract is still in force. Wages may 
be reopened for discussion during the life of 
a contract, or a wildcat strike may develop 
our grievances. Disputes may also arise in 
industries which have open-ended contracts, 
such as in the railroad industry. (The auto
mobile industry for example has been plagued 
by wildcat walkouts this fall, although the 
contracts do not expire for another year.)
And yet, despite all these qualifications, the 
contract calendar outlined above provides a 
reasonably good indication of the economic 
pressures that may arise on the labor-manage- 
ment front over the next year.

In the West
The major bargaining situations in this 

coming period will vary widely in their re
gional impact. Their direct impact on West- i g7
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188

Employers now see rise in labor costs as wage gains outstrip productivity, 
while employees enjoy smaller gain in real earnings because of rising prices
Percent Change

ern workers and Western businessmen will 
obviously depend upon the regional distribu
tion of employment in the industries now 
gathering at the bargaining table.

Roughly one out of every eight of the na
tion’s workers is employed in Western indus
tries. In  oil refineries the ratio is closer to 
one in six, and a similar ratio holds for the 
electrical-products industry. Bargaining in 
th e se  in d u s tr ie s , an d  in  o th e r  W este rn - 
oriented industries such as telecommunica
tions and trucking, will have a significant 
impact on the Western economy.

Negotiations in other industries will have 
a relatively small direct influence on this re
gion. Only one apparel worker in twenty 
works in the West, the proportion is only 
slightly greater in the rubber industry, and 
Western labor will have virtually no involve
ment in next summer’s talks with major meat
packing firms.

A t the same time, some negotiations which 
do not involve many people nationally are 
very im portant to the region. This was true in
1966 for negotiations with long-distance bus 
lines, which involved a lengthy walkout, as 
well as those at Pacific Coast ports, which 
were settled without interruption of work.

The same will be true in 1967 for California 
processors and growers (February deadline) 
and for Western pulp and paper companies 
(M arch deadline). And renewal of pacts in 
copper mining in July will be of special im
portance to the West because of the industry’s 
concentration in this region.

M oreover, even those industries with a 
relatively low concentration in the West may 
play a very significant economic role in the 
various communities where their facilities are 
located. The best example is the auto indus
try, which is important regionally even though 
only one of every 25 autoworkers is em
ployed in the West.

Interaction
Of course, the effect of a new labor agree

ment goes far beyond the workers and firms 
directly involved in its creation. The Western 
worker and his family are also consumers, 
and Western producers act as suppliers, com
petitors and buyers to firms in other industries 
in other parts of the country. Thus, an inter
ruption of production, or an agreement lead
ing to readjustments of prices in industries 
three thousand miles away, will involve the 
worker or businessman in Los Angeles, Boise,
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or Honolulu. A nd the settlements which he 
himself makes will spread their effects across 
the country as well.

Agreements increasing wages, wherever 
they occur, may affect other workers and em
ployers throughout the entire labor market. 
Thus, much of the concern at present centers 
on the im pact of hefty settlements on labor 
costs throughout the economy. One large, 
well-publicized settlement, it is argued, with 
or without interruption of production, will 
affect wage settlements of: other workers in
volved in the industry’s bargaining round; 
other workers with similar jobs, or belonging 
to the same union, in entirely different indus
tries; employees in unrelated jobs in the same 
company or industry; the next contract to 
expire, whatever its coverage; and non-union 
hiring, especially in a tight labor market 
where employers must bid for qualified work
ers in order to fill their m ounting orders. The 
shortage of certain skills is most im portant in 
boosting wages at the upper end of the pay 
scale. A t the other end, and of equal concern, 
is the newly-enacted Federal minimum-wage 
legislation.

Pay raise for millions
In  terms of its ability to fatten pay en

velopes, the minimum-wage legislation dwarfs 
even the largest union contracts. The new act 
will raise the wage floor from $1.25 to $1.40 
next February 1, and to $1.60 a year later, 
for almost 30 million workers now covered. 
Nearly 6  million of these employees earn less 
than $1.60 at present. In  addition, coverage 
will be extended for the first time to some 
8  million workers in retailing, restaurants, 
hotels, laundries, taxi fleets, logging, agricul
ture, education and Federal Government, at 
an initial rate of $ 1  an hour.

For farm  workers —  completely excluded 
in the past —  the minimum will advance by 
two annual 15-cent-an-hour steps, to $1.30 
on February 1, 1969. The law affects only

those farms using more than a certain mini
mum number of man-days, and it excludes 
family members and commuters working dur
ing peak seasons. The minimum for other 
workers covered for the first time will ad
vance in four annual steps, to $1.60 by 1971.
Part of the increase in coverage is due to a 
reduction in the annual-sales figure which is 
used as a yardstick to determine whether or 
not a business must pay its employees a 
minimum wage.

Legislation setting wage floors are com
mon among states as well as on the national 
level. All nine states in the Twelfth District 
have minimum-wage laws setting statutory or 
wage-board rates, although minimum wages 
in Arizona, California, Oregon and Utah 
apply only to women and minors.

Wage floors are part of national policy to 
aid workers at the bottom  of the wage scale, 
to raise their standard of living. Opponents 
of increased minimum wages (and their ex
tension to millions of additional workers) 
argue that they tend to eliminate low-skill 
jobs and thus destroy opportunities for the 
workers the legislation is designed to help. 
Moreover, they claim that boosts in wage 
floors are inflationary, causing upward pres
sures on wages throughout the economy as 
other workers seek to retain current differen
tials. The latter argument is eliciting the great
est interest nowadays, in light of the contracts 
coming to term  in the near future.

New areas involved
Two categories which have been closely 

involved in the accelerated rise in prices over 
the last year are agriculture and services.
These sectors have also been involved in a 
new trend in organizational activity and labor 
disputes, along with an upward movement in 
wage floors.

Unionization in agriculture has been a slow 
process, ham pered by problems inherent in 
organizing a scattered and sometimes migra- i 3 9
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tory work-force. Farmowners have resisted 
unionization, arguing that their perishable 
crops are vulnerable to harvest-time strikes 
and that output cannot be recouped in such 
cases. N o n e th e le ss , th e  o rg a n iz in g  d riv e  
gained speed this year. A t the beginning of
1966, fewer than 2,000 workers —  out of a 
total employment of 300,000 workers on 
California farms —  were covered by union 
contracts. Thus, contracts signed this year 
with California grape growers represent a 
significant breakthrough, despite their limited 
coverage.

Public and professional services have been 
considered so vital to society that many states 
have passed anti-strike laws, and professional 
groups have adopted voluntary rules barring 
walkouts. Yet this year has witnessed strike 
action by public-health doctors, social work
ers, and a variety of municipal employees 
across the country. California experienced, 
in one community or another, walkouts or 
threatened walkouts by teachers, nurses, and 
other professionals.

The walkouts may not be labeled strikes, 
and they often are in violation of statute. But 
the tight labor market, and the shortage of 
certain essential skills, render stiff legal pen
alties difficult to enforce against de facto strike 
action. The problem is one of discovering ef
fective alternative methods of allowing these 
employees to press their demands. Although 
their services are essential, and their produc
tivity difficult to assess, professional public- 
service workers feel that they too should be 
allowed to better their economic position.

Labor: cost or paycheck?
Gains in wages and fringes, or reduction of 

hours, are translated into rising labor costs to 
industry. Boosts in manufacturing hourly 
earnings moved within a fairly narrow range 
earlier in this decade, below the average in
crease for the last half of the 1950’s. Equally 

1 9 0  im portant, productivity gains were substan

tial enough to produce a slow decline in labor 
costs per unit of output. This year, however, 
productivity gains have been smaller than 
before and labor costs have increased at a 
faster pace than productivity, with the result 
that unit labor costs have turned upward.

Labor costs are likely to continue rising in 
coming months, but the extent of the increases 
will depend, at least in part, upon the size of 
the new contract settlements. Productivity 
gains may be aided by the new plant and 
equipment now coming on stream, but if 
these gains fail to counteract rising wage 
scales, unit labor costs will accelerate. The 
result will be a growing pressure on profit 
margins and on prices —  especially in light 
of the suspension of the investment-tax credit 
and accelerated-depreciation procedures. Any 
difficulty in boosting prices, due either to the

W a g e  pressures reflect rising prices, 
profits, productivity— and more jobs
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force of competition o r to public pressures, 
would be certain to stiffen management’s bar
gaining stance.

Organized labor’s bargaining stance mean
while may be stiffened by concern over labor’s 
falling income share and its rising cost of 
living. The basic position, expressed recently 
by the A FL-C IO  Executive Committee, is 
that “Wage and salary earners have not re
ceived a fair and adequate share of the bene
fits of the economy’s forward advance.” 
Labor spokesmen base their argument on a 
comparison of the recent path of profits and 
worker’s compensation: from 1960 to 1965, 
after-tax corporate profits soared by 67 per
cent, or twice the percentage increase in com
pensation of employees.

In  response, management argues that labor, 
by looking at the last five years, is seeing 
only part of the picture. During the last half 
of the 1950’s, when wages and salaries rose 
30 percent (and wage supplements jumped 
77 percent), profits after taxes showed a 
slight overall decline. Profits are necessary for 
continued expansion, and the “feast” years 
thus are seen as making up for a period of 
“famine.”

Meanwhile, just as industry watches unit 
labor costs and profit margins, the worker is 
interested in the purchasing power of the 
money he takes home. Labor negotiators ac
cordingly attem pt to win pay raises large 
enough to counteract anything that threatens 
to reduce the size or the value of the pay en
velope. In  recent years average employee 
compensation registered substantial advances, 
while taxes declined and consumer prices 
rose only slowly. This year, however, retail 
prices are rising at a faster pace, and in
creased social-security taxes are cutting into 
take-home pay. As a result, real spendable 
earnings of the average factory worker are 
no higher now than they were a year ago. And 
for 1967, the use of a tax increase to combat 
inflation —  a move which would reduce

spendable earnings —  seems a real possi
bility.

Up the down escalator?
One method of protecting wages against 

rising prices is through the negotiation of an 
escalator clause —  a contract provision tying 
workers’ wages (usually) to changes in the 
consumer price index. During 1966 about 2 
million union workers were covered by major 
contracts containing escalation clauses, and 
another 500,000 unorganized employees re
ceived cost-of-living adjustments.

Seven out of ten (1.4 million) of the union 
workers are in manufacturing. The largest 
group (about 600,000) is in the automotive 
industry, where the first escalator clause was 
negotiated by the United Auto Workers in 
1948. Next in size is the Teamsters’ agree
ment with the trucking industry. Escalator 
agreements are common in farm  and con
struction equipment, aerospace, and meat
packing; there are some in chemicals, retail 
trade, and public transit; but they are vir
tually unknown in other industries. In con
struction, the only escalator contract of any 
consequence is one which will provide cost- 
of-living adjustments for 10,000 Los Angeles 
painters starting next year.

Changes in the consumer price index are 
the most common basis for calculating wage 
escalation, but other measures may be used 
instead. One contract (with an Indiana bak
ery) in good classical fashion ties wage in
creases to the price of a 2 0 -ounce loaf of 
bread. (The workers have received three esca
lation boosts within the last twelve months.) 
Another calls for a pay boost to cover a pos
sible increase in New York City’s subway fare.

Over the last three years, the number of 
workers covered by escalation clauses has 
remained at the 2 -million mark. Nonetheless, 
cost-of-living clauses have varied widely in 
popularity over time, depending upon the 
course of consumer prices. Coverage reached
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about 3.5 million in 1952, fell as prices re
mained level after the Korean W ar inflation, 
and increased in 1956 as prices moved up
w ard again. T hat year m arked the first such 
clause in the steel, aluminum, and meatpack
ing industries, and the reinstatement of esca
lation clauses by railroad unions. By 1957 
the previous peak of 3.5 million was reached 
once again, and in the following year 4 million 
were covered —  twice the present number. 
But then, as the price trend lost momentum, 
the clauses were dropped in favor of other 
bargaining goals.

In  1966, with the consumer price index 
accelerating again, escalator clauses are back 
in style. For example, a cost-of-living adjust
ment was involved in the contract ending the 
airline strike last summer; a limited escalator 
clause had to be included in the final pact 
after the union membership voted down the 
initial contract. O ther unions have declared 
their intention to demand escalation clauses 
in current bargaining sessions. Two electrical 
unions are asking total coverage under cost- 
of-living adjustments, and the oil and railroad 
unions are anxious to win escalation clauses 
next year.

Despite their attractiveness to labor, cost- 
of-living adjustments will not be extended 
without considerable opposition from both 
industry and government sources. The oppo
sition is based on the fear that escalators con
tribute to a wage-price spiral. Escalators, the 
argument goes, increase wages when prices 
rise —  but wages are costs to industry, and

Cost-of-liv ing escalator clauses 
less important than heretofore
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as such are likely to touch off another round 
of higher price tags, followed by another 
round of higher wages, and thus greater in
flationary pressures. In  addition, industry ob
jects to such agreements because they provide 
an added uncertainty in projecting future 
costs.

Off season?
Although it had been heralded as a slack 

period for labor negotiations, 1966 opened 
with New York City’s first mass-transit strike. 
Late in M arch the railroads experienced a 
short walkout; in mid-May service on West
ern bus lines was interrupted for over a 
m onth; and early in July the m echanics’ 
union went on strike against five m ajor air
lines. With the exception of the railroad dis
pute, the number of strikers involved in these 
situations was relatively small, but a con
siderable portion of the public was involved 
through inconvenience, disrupted plans, or 
loss of income in tourist centers. (O ne of this 
summer’s hit tunes concerned a young man 
stranded by the airline strike.) Still other 
disputes have precipitated intensive media
tion efforts in response to possible interrup
tion of defense production.

Strikes such as these have produced wide
spread sentiment for legislation to strengthen 
the government’s hand in dealing with poten
tial walkouts. The costly settlements, in turn, 
have given rise to demands for re-evaluation 
of the Administration’s guideposts for non- 
inflationary wage and price behavior.

These unexpectedly thorny bargaining sit
uations led William E. Simkin, D irector of 
the Federal Mediation and Conciliation Serv
ice, to characterize this year’s mediation ac
tivity as busier, and the negotiations more 
difficult, than any he could remember. And 
the bulk of the bargaining schedule still lies 
ahead.

—  Adelle Foley
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