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FOREWORD

The American Federation of Labor and Con-
gress of Industrial Organizations is committed,
by word and deed, to the concept that free, dem-
ocratie trade onionism must be clean, honest
trade unjonism.

This handbook contalns the sections of the
AFL-CIO Constitution relating to corrupt or
Communist efforts to infihrate the labor move-
ment; pertinent resolutions adopted by the
AF1-C10 Convention in 1957; and six Codes of
Ethical Practices prepared by the AFL-CIO
Ethical Practices Committes, adopted by the
AFL-C10 Executive Council and affirmed by the
1957 convention,

The AFL-CIO Executive Council, at its Feb-
ruary 1958 meeting, directed and required that
all affiliates of the AFL-CIO comply with the
provisions of these codex promptly with the
only permissible delay being in cases whera
complisnce required alteration of a union's
constitation by convention action.

The actions of the convention and the Execn-
tive Council point up the fact that the AFL-CIO
is diligently and effectively engaging in self-
regulation to insore the continued healthy devel.
opment of our American labor movement,

oy My

GEORGE MEANY
President
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1. AFL-CIO CONSTITUTION
. . . On Ethical Practices

Article 11, Section 10:

The objects and principles of this Federation
aAra:

.- .. To ptotect the labor movement from any

and all corrupt infivences and from the under-
mining efforts of communist agencies .md sll
others who are opposed to the basic principles
of our democracy and fres and demoerauic’
unionism,

L ] [ ] »

Article VIIL, Section 7:

It is & basic principle of this Federation that
it must be and remain free from any and afl
cortupt influences and from the undermining
efforts of communist, fancist or other totalitarian
agencios who are opposed to the basic principles
of our democracy and of free snd democratic
trade unionism. The Executive Comncil, when
requested to do so by the President or by any
other member of the Executive Council, shall
have the power to conduct an investigation,
directly or through an appropriste standing or
special committee sppointed by the President, of
any sitnation in which there is reason to believe
that any affiliste is dominated, controlled or sub-
stantially influenced in the conduct of its affairs
by any corrupt influence, or that the policies or
scitvities of any affliste are consistently directed
toward the advocacy, support, advancement or
achievement of the progtam of of the purposes
of the Communist Party, any fascist organizs.
tion or other totalitarian movement. Upon the
completion of gach an investigation, including a
hearing if requested, the Executive Council shail
have the anthority to make recommandstions or
give directions to the afiliate involved and shall
bave the further authotity, upon a two-thirds
vote, to suspend any affiliate found guilty of o
riolation of this section. Any sctlon of the
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Executive Council under this section may be ap-
pealed ta the convention, provided, however, that
such action shall be effective when taken and
shall remain in full force and affect pending any
appeal.

Artiele XIII, Seetion 1(d):

The Committee on Ethical Practices shall be
vested with the duty and reaponasibility to assiat
the Executive Council in carrying out the con-
stitutional determinstion of the Federation to
keep the Federation free from any teint of cor-
raption or communism, in accordance with the
provisions of this constitution.

2. AFL-CIO RESOLUTION

.+ . On Implementation of
Constitutional Principles

(Adopted by AFL-L10 Convention,
December 1957)

The agreement for the merger of the AFL and
the C10 provided as one of the stated “Principles
of Merger” that the merged federation ““shall con-
stitotionally affirm {ts determination to protect
the American trade union movement from any
and sall corrupt influences. . . .” It also provided
that “the merged federation shall establish ap.
propriate internal machinery with authority effec-
tively to implement thie constitutional determinas-
tion, . .."”

In accordance with this agreement, the Con.
stitution which the AFL-CIO adopted at its first
Constitutional Convention in December, 1955,
contained both a statement of general principles
with reapect to communism and corrupt unionism
and internal machinery to deal with this question.
Article IT, Section 10, of the Constitution pro.
vides that one of the objects and principles of
the Federation shall be “to protect the labar
movement from any and all corrupt influences
and from the undermining efforts of Communist
agencies and #ll others who ate opposed to the
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basic principles of our democracy and free and
democratic unionism.”

Article VIII, Section 7, reiterated this state-
ment of principie and provided thet the Executive
Council should have the power to conduct an in-
vestigation, either directly or through an appro.
priate committee. into any situation “in which
there is reason to believe that any affiliate is
dominated, controlled or substantially influenced
in the conduct of its affairs by any corrupt in-
fluence. . . " The Council wes further given
the authority “to make recommendations or give
directions to the affiliate involved and shall have
further authority, upon & two-thirds vote, to sus.
pend any affiline found guilty of a violation of
this section.”

The AFL-CIO Constitution alse provided for a
Committes on Ethical Practices which should, in
the words of the Constitution, “be vested with the
doty and responsibility to assist the Executive
Council in carrying out the Conatitutional deter-
mination of the Federation to keep Federation
free from any taint of corruption or com.
munism. . , .

These constitutional provisions adopled unani-
mously by the founding Convention of the AFL.
C10, established firmly that the AFL-CIO would
assume the obligation of implementing the his.
torical dedication of the American labor move-
ment to free, honest and democratic trade un-
ijonism and its irrevocable opposition to corrupt
influences in the lahor movement.

The AFL.CIO Conatitution also resffirmed the
principle of national and international unien
autonomy which has historically been one of the
cornerstanes of the American labor movement.
But, by ita provisions with respect to cotruption
snd communism, agreed to at the founding Con.
vention by all affiliaten, the Constitution made it
clear that the rights of autonomy do not include
the right of a corrupt or Cammunist-dominated
union to remain in afliation with the American
labor movement.
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By accepting the AFL-CIO Constitution and
joining with their fellow trade unionista in ofli.
ation with the AFL-CIO, cach naticnal and inter-
nationsl wnion in the AFL-CIQ pecessarily s
sumed the obligetion to sccept the principles
shove sct forth. They are a part of the basic
charter upon which this Federation rests.

In addition to affirming jts constitutional de-
termination 1o keep the trade union mavement
{ree from corruption and communism, the found-
ing Convention of the AFL-C10 also adopted, by
unanimons vote, a resolution on ethical practices.
That resolution called upon “all affillated national
and international nniona to take whatever steps
are necessary within their own organizations te
¢flect the policies and athical standards set forth
in the Comtitution of the AFL.CI0." It further
called upon the affilisted unions to make such
constitytional amendments or changes in internal
procedures as might appear necessary 10 CATry
out the respomsibility incumbent apop autone-
mous organisations under the principles matab-
lished by the AFL-CI0 Constitution.

In the past two years the AFL-CIO has moved
slendianly forward to implemant those hasio
documents, This has not been an emsy or a
pleasant task. It is never pleasant, in any family,
to face up to the fact that a member of that
family haa violated basic principles of morality
and good comcience. It is never sasy to take
action against members of a family who have
tranagressed,

The task of the AFL-CIO has been made parti-
c;.llnrl}' diffcult by the fact that some of the dis-
clodures of corruption within the family of the
f'LF'L-CIO were made by persona whm"imcmt
s not in strengthening lakor by correcting cor-
_rupt practices, but in mkening Jahor by crest.
ing the impression that si! laber is corrupt. that
all unicos must be reatrained. Despite its recog-
nition of that fact, the AFL.CIO ig determined

= l“"'fP its own houese in order. Whenever facts
xre disclased which Indicate that there ia 2 need
for action to maintain and safeguard the AFL.

8

The Laborers Network www.thelaborers.net

CIO from corrupt influences, the AFL-CIO will
act. Indeed, only by such action can the AFL.
CIO defeat the purposes of those whe would use
the carruption of & few to weaken and place re-
strictions upon the suecesaful operation of honest
trade unions.

Let there be no mistake ss to cur purpose in
proceeding against those uniona which we have
found 10 be false to their conatitutional obliga-
tions. Our objective is not to pun‘iah. Our
purpose is not to exile from the American irade
npion movement any group ui‘ugi_,_qn _memberes,

15" achieve the correction
f abuses and to help the members of unions.
with dishonest leadership. o

“Po-mhTEvE this pmﬁmﬁmmo Execu-
tive Council in the two years which hn‘ve pu-'ed
since our founding Convention has imtiniied in-
vestigations into charges of corruptio? with re:
spect to six national or international unions. Fcfur
of these investigations—those invalving the Allied
Tndustrisl Workers, the Distillery Workers, the

Laundry Workers and the Bakery and Confection.
ery Workersw—were initiated by the council priot
te any hearings or disclosures by the McClellan
Committae. Two of the investigations—those in-
volving the United Textile Workers and the Intec.
national Brotherhood of Teamsters—were ini.
tiated following disclosucs by the McClelian Com.
mittee,
in none of these canes did the AFL-C10 Execu-
tive Council say to the union invoived “Yon are
corrupt and muat be banished from the American
labor movement.” In each case the council asked
the union involved, after it had been found to he
substantially influenced by corrupt elements, to
take affirmative action to clean ils own house,
Of the six unione, one—-the Allied Industriai
Workers of America—accepted in full the rec-
ommendationa of the Executive Council and tock
action to aliminate complately the corrupt in.
fluences which the council hed found. Today,
as = result of it vigerous enfarcement of the
. AFLACIO’s constitutional principles, the Allied
Industrial Workers Union is an affiliate in good
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standing, with a new leadership which can proud-
ly take its place in the family of labor and which
can honestly represent the interests of its mem-
bership,

In other cases, such a result has not yet been
effectuated. And in some cases it has been neo-
exsary to use the ultimate step of expulsion from
the AFL.CIO when the union involved defied the
Executive Council and refused to agree to initiate
stepa to clean its own house.

But even in those cases, the AFL.CIO has not
yet finished its task. We are confident that in the
areas of these unions the Executive Couneil will,
pursuant to the authority vested in it, take all
measures Necrasary or appropriate to safeguard
the interests of the workers in the industry, to
protect the good name and reputation of the
AFL-CIO and 1o bring about the elimination
of corrupt influences,

Nor can we be sore that there will not be
further disclosures and the requirement for
further action by the AFL-CIO. Should such
action be necessary it will be taken in accordance
with the same principles and with the same
ohjective which has mativated the AFL-CIO,
during the past two years, therefore, be it.

RESOLVED: That the AFL-C10 reaffirms our
firm dedication to the principles set forth in
the AFLACIO Constitution and our determina-
tion to implement those constitutional principles
without fesr or favor.

We again call upon our national and inter-
national unions to take within their own organ-
izations whatever steps are neceseary to effec-
tuate the policies and ethical standards em-
bodied in the Constitution of the AFL-CIO,

We pledge our full support and good offices to
cach affiliated national and internstional union
which accepts this mandate and atieropts to
carry out and put into practice the principle that
our “organization must be free from any teint
of cotruption or communism.” '

We call upon other segments of the community
and other organizationa to similarly dedicate
themselves to the elimination of corruption. The
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labor movement will act in it¢ own interest to
clean its own house, In the national interest, we
tall upon business orggnizations, community
groups, and athers 1o eimilarly sthaw their devo-
tion to the basic ethical principles which must
goide our American democracy.

3. AFL-CIO RESOLUTION

. - . On Ethical Practices Codes
(Adopted by AFL-CIQ Coavention,
December 1957)

The AFL.CI0, as one of ita specific objectives,
has & conatitutional mandate “to protect the labor
movement from any and all corrupt influences.
The Committee on Ethical Practices has bheen
vested hy the AFL-CIO constitution with the
“duty and responsibility™ 10 assist the Executive
Council in ita determination to keep the AFL-

CI10 “free from anv taint of corruption. . . .”

The Statement on Ethical Practices adopted
unanimously by our First Conatitutional Con-
vention epecifically called upon our effliated
national and international uniona “to take what-
ever steps are neressary within their own organ.
izations te effect the policies and ethical standards
set forth in the constitution of the AFL-CI0.”
The same resolution pledged the “full support.

offices and ataff facilities” of the Ethical
Practices Committee to our affiliated national and
international uniona in “their efforts to carry
out and put into practice the constitutional man-
date” to keep our organizstion free of corrup
tion.

At its June, 1956, meeting the Executive Coun-
cil directed the Committes on Ethical Practices
“1o develop a set of principles and guides for
adoption by the AFL-C10 in order to implement
the eonstitutional determination that the AFL-
C10Q zhall be and remain free from all cerrupt
influences” and directed that such recommended
guides and principles be submitted to the Coun-
¢il. Thereafter, and in accordance with this direc-
tive, the Ethical Practices Committee developed
asix Codes of Ethical Practices which were sub-
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mittod to the Executive Council and adopted. Each affiliate national and international union

These Codes are set forth in full text jn the

Executive Council Report, pages 77 to 04.

These codes were not and are pot intended to
be all-inclusive. Certain ptactices are 10 chyious-
ly incompatible with free and honest trade union.
ism that it is unnecossary to prescribe them in an
ethical practices code. There is no code, for
example, which provides that union officers
shouid not steal money from their union treas-
uty. This is so plainly an elementary require-
ment of honest trade upionism that it does not
require statement in s code of sthical practices.

The fact that a specific action is not forhidden
by the Ethical Practices Codes does not establish
that it ia consistent with honest trade unieniam,
The codes are intended to be illustrative rather

than all-incinsive in theis

Nor were thess Codem applied retroactively
in the cases of the six unions to which investiga-
tions wers conducted by the Ethical Practices

Commnittee into chatges that they were dominated
or substantially influenced by cotrupt elements.
1n those cases, the question was not whether a
cede of ethical practices had been violatsd bui
whether the union involved was guilty of » viola-
tion of the provisions of the Constitution of the
AFL-CIO.

For the future, however, compliance with the
terms of the Ethical Practices Codea is, wa helieve.
a minimum requirement for the conduct of honest
and clean unionism. Such complience will not
guarantes freedom from corruption. QOnly the
axistence of a leadership truly dediested to the
principles of the trade union movement vaa
provida such a guarantee. But the existence of
specific illustrations, in the form of codes, of
the minimum requirementa for the conduct of
clean and democrstic unions will serve 1o
strengthen the ability of the unions affiliated with
the AFL-C10 to maintain the highest principles
of ethical conduct. Now, therefore, be it

RESOLVED: That the Codes of Ethical Prac-
ticen adopted by the Exscutive Council are here-
by confitmed and adopted. '
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is called upon to take whatever steps are neces.
sary within its own organization ta comply with
the provisions of the Codes of Ethical Practices.
If any further codes are deemed by it to be
required, the Executive Council is suthorized
and directad to continue its practice of adopting
such codes to guide the unions affiliated with the
AFL.CIO in their determination to maintain the
principles of clean and democratic unionjsm.

4. AFL-CIO RESOLUTION

. . . On Fifth Amendment Cases

. (Adopted by AFLCIQ Convention,

December 1957)

The Executive Council adopted, on January
28, 1957, a statemen? with respect to the use of
the Fifth Amendment by trade union officials,
In that statement the Council recognized “that
any person is entitled, in the exercise of his
individual conscience, to the protection aflorded
by the Fi{th Amendment” and reaffirma the con-
viction “that this historieal right must not be
abridged.” At the same time, the Council de-
clared that if, however, a trade union official
“decides to invoke the Fifth Amendment for his
personal protection and to avoid sctutiny . . . into
alleged corrnption on his pert, he has no right
to continue to hold office in his unjon.” Other-
wise, the Council declared, an individual gutlty
of corruption would he sble to use the Fifth
Amendment not only as a personal protection
against possible criminal punishment but a2 a
shield agninst proper scrutiny into cotrupt in
fluences in the labor movement. :

This statement of policy by the Executive
Council has been misinterpreted by some as re-
quiring “sutomatic” expulsion of any trade un.
ion leader who invokes the Fifth Amendment. It
has heen attacked by others as an attempt to wipe
out the Fifth Amendment from the Constitution
of the United States, Neither ia true. Those who
make such attacks either fail to understand the
meaning of the Executive Council's statement
or sre attempling to defeat the proper inguiry
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hyv the trade union movement inte the question
whether one of its officers is corrupt.

Every honest trade union should be concerned
if serious charges of corruption and misuse of
office for personal gmin are made ageinst ity
oficers. The AFL-CIO Constitution, indeed,
cammits sach union affiliated with the AFL-C10
to take appropriste steps to keep the movement
free of corrupt influences. That necessarily in-
cluden investigation by a trade union of one of
ita officiale against whom serious and spparently
well-founded charges of corruption are placed.
The fact that such charges are made before a
legialative committee or other public agency and
the unfon official invokes the Fifth Amendment,
cannot give immaunity to him from trade anion
investigation and appropriate action, if the in.
vestigation Indicatas this is required.

The Executive Council statement of January
28, 1957, made clear what was already implicit
in the basic constitational provisions and revalu-
tions of the AFL-CI0—any trade union official
against whom serious charges of corruption are
leveled should be removed frem office if those
charges are true. 1f that official invokes the

. Fifth Amendment and refuses to state whether

,or not these charges are true, an investigatior
is required by the affiliate involved into the fitness
of the official to continue to hald office. If it
is found thet the Fifth Amendment was in fact
invoked as a shield to avoid discovery of corrup-
tlon on his part, he has no right to continue to
hold trade union office.

The Fifth Amendment to the Constitution of
the United States does pot confer immanity upon
a union against its duty to determine whether
an official who invoken that Amendment i guilty
of malfeasance in office. The Fifth Amendment
10 the Conatitution of the United States does not

mean that the labor moyement must see no evil -

or hear no evil mercly becamsc am individual
union official, to avoid giving testimony which
may send him to jail, refuses to answer questions
before a public body. Now, therefore, be it
RESOLVED: That this Convention affirms the
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principles herein above stated with respect to the
duties of trade unions concerning officials whp
invoke the Fifth Amendment to conceal their
personal corruption.

5. RESOLUTION ON
PROCEDURES

Ads AFL-CIO Executive Comncil,
(Adopied by June 1986)

Warngas, Article If, Section 10 and Article
VIIL, Section 7, of the AFL-CIO Constitution
provide that it fs a basic principle of this Feder-
ation that it must be and remsin free from any
and all corrupt influences; and

WHEREAS, Article VIII, Section 7, authorizes
the Executive Council, upon the request of the
President or any other member of the Executive
Council, “10 conduct an investigation directly or
through an sppropriste standing commiltee or
specisl committes appointed by the President, of
any situation in which there is reason to belicve
that any sffiliate is dominated, controlled or sub-
stantially influenced in the conduct of its affaira
by any corrupt influence . . ."; and

WHIREAs, Article X111, Section 1{d) provides
for a Committee on Ethical Practices which ahall
be vested with the duty and responsibility to
sssist the Execotive Council in carrying out the
above constitutionsl principles, and such com-
mittee has been appointed by the President with
the approval of the Executive Couneil; now,
therefore, be it

RESOLVED by the Executive Council of the
American Federation of Labor and Congress of
Industrial Organizationa:

1. That the Committee on Ethical Practices is
vested with the authority of the Counci] to con.
duct formal investigations, including a hearing
if requested, on behalf of the Council, jnto any
situation in which there is reason to believe an

affilliate is dominated, controlled or substantially
influenced in the conduct of its affairs by any
corrupt influence and in which such formal in-
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vestigation is requested by the President or any
member of the Executive Council, The Com.
mittee shall report to the Executive Council the
results of any such investigation with such
recommendations to the Council as the Commit-
tee deems appropriate.

2, The Committee is authorized, apon ita own
motion or upon the request of the President, to
make euch preliminary inquiries as it deems
appropsiate in orde. to ascertain whether any
situstions exist which require formal investiga-
tion. The Committes will repert to the Execo-
tive Conncil as to sny situstions in which it be-
liewas thet formal investigation is required or
desirable and shall undertske such formsl in-
vestigation ss provided in paragraph ) of thia
rosohition.

3. The Committee is directed 1o develop » set
of princlples and guides for adoption by the
AFL-CIO in order to implement the constitu-
tional determination that the AFL-CIQ shall be
and remsin free from all corrupt infinences.
Upon the development of such recommended
guides and prineiples, they shall be submitted by
the Committee to the Executive Council for ap-
propriste action

6. CODES
Eehical Prectices Code I - -

LOCAL UNION CHARTERS

( Approved by the AFL-CIO Esocutive
Coancil, Augnat 29, 1956)

The AFL-CIO, as one of its specific ohjectives,
has & constitutional mandate “to protect the
labor movement from any and all corrupt
infloences . . "

The Committee on Ethical Practicea has beem
vested by the AFL.CIO constitution with the
“doty and responeibility” to sssist the Execn.
tiva Coonell in its determination to keep the
AFL-CIO "frea from any taint or corraption . ..”

Ag the Statement on Ethical Practices adopted
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unspimouvsly by our First Constitutional Con-
venlion pointed qut, “The vast majority of labor
union officisls secept their responsibility and
trust. . . . Yet the reputations of the vast ma-
jority are imperiled by the dishonest, corrupt,
unethical practices of the faw who betray their
trust and who look upon the trade union move-
ment not as & brotherhood to serve the general
welfare, but as a means to advance their own
selfish purposes. . . "

The statement of our coostitutionsl conven-
tion specifically called upon our affilinted na-
tional and internationel unions “to take whatever
stépa ate Decessary within their own organiza
tions to offect the policies and sthicel standsrds
set forth in the constitmion of the AFL-C10.*
The same resolution pledged the “full support.
good offices and stafl facilities” of the Ethical
Practices Committee to our affiliasted national
and inteenational unions in “their afforts to carry
out and put into practice the constitutional man-
date” to keep onr organization free of corrup-
tion.

At its June, 1956, meeting the Executive
Council directed the Committes on Ethical Prac-
tices “to develop a set of principles and guides
for adoption by the AFL-C1O in order to imple-
ment the constitutional determinstion that the
AFL-CIO ghall be and remain free from ali
corrupt influences™ and directed that such recom-
mended guides and principles be submitted to
the Council,

In accordance with these constitutional re-
sponsibilities and mandates, the Committes on
Ethical Practices, in the period since ity forma)
creation, undertook an analysis of the isuance
of local union chartars as it relates to the prob-
lem of corruption, The code recommended in
this report ia the first in a serios which the Com-
mittes plans to develop in accordance with the
Executive Council’s direction,

The Committee found that in this ares, es in
the field of union welfare funds, the instances of
cotruption are relatively rare. The vast majority
of Tocal union charters are issued by the offili-
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sted national snd international unions of the
AFL-CIO for legitimate trade union purposes
snd without any taint or poesibility of cotrup-
tion. In a few instancea, however, locel union
charters have fallen in the hands of corrupt in-
dividuals who have used these charters for their
own illicit purposes instend of legitimate trade
unjon objectives.

The possemsion of charters covering “paper
locals™ has enabled much racketoers to victimize
individual wotkers, employers and the general
public, while giving a black e¢ye to the lahor
movement. They have used these charters to
enter jnto conspiracies with corrupt employers
to prevent, fot a price, the genvine organization
of workers into legitimate nnions, thus depriving
these workers of the benc%.;i honest collech.i::
batgain agreements. racketesrs
ules: cil:‘nemr as a basis to faleely invoke the
colloctive mrongth of the trade wunion movement
for their illegitimate ends, thus demeaning the
trade union’s historic respect for the legitimate
picket line, and injoring honest husinessmen in
the conduct of their affaita. A local anion
charter, improperly lssued, can be used to con.
trol a local union unjt vote, which negates the
logitimate unit vote of hona fide local unions
and thos subverts the democratic process within
the trade unicn movement at various levels. A
racketeer treats a charter ss # “hunting licepse™
10 invade the jurisdictions of other national or
international nnions, in the interests only of
corruption and dishonest gain, and to cloak with
# respectable name a whole range of nefarious
and corrupt sctivities.

Such corrupt practices are not widespread,
But even the few instances in which local union
chartets have been corruptly nsed are too many.
The name of the AFL-C10, and of the nstional
and internetional unions affiliated with it, must
always be a hallmark of ethical trade omion
practices,

Scrupnlons adherence, the Committer believes,
to certain traditional practices and principles of
the trade union movement with referemce to the

18
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issuance of local union charters will serve to
prevent and to eliminate the specific evils in
this area,

The basic principle with refetence to the is-
suance of & local union charter is that the charter
is, in all uniona, a solemn instrument establish-
ing a subordinate or affiliated body of the in-
ternational union, composed of organized work-
ers in a particular subdivision of the union.
The Committee has made a study of the prac-
tices and constitutions of a greater number of
national and international uniona with respect ta
the lssuance of local union charters. In the vast
majority of cases, the Committee found, there
is a constitutional prohibition against the ja-
suance of charters in the sbsence of application
by a minimum number of bona fide employees,
eligible for membership in the union, within
the jurisdiction covered by the charter.

The apecific rulea governing the issuance of

charters necessatily vary greatly from union to
upion. And each national and international
union, aa part of ita aytonomous right, has com-
plete authority to prescribe the particular pro-
cedures governing the lssuance of local union
charters. Byt whatever the particular procedures,
each autonomous union has the duty to see to
it that the purpose of issuing local union charters
is to promote the general weifare of workers.
The conmitution of the AFL-C10 maker it clear
that no affiliste has an autonomoums right to
permit corrupt or unethical practices which en-
danger the good name of the trade union move-
ment. .
The Commitiee beijevea that implementation
snd enforcement of the basic princlple that local
union charters are to be issued only to give
recognition to workers joining together in a
subordinate or affilisted body of & national or
international union, which is in fact expressed
in the vast majority of union econstitutions, will
provide an effective method of preventing the
kind of evils deacribed in thie statement.

Therefore, the Ethical Practices Committee,
under the authority vested In it by the constitu.
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tion of the AFL.CIO and pursuant to the man-
date of the first coustitutional convention of the
AFL-C10, recommends that the Executive Coun.
¢il of the AFL-CIO adopt the following policies
to safeguard the good name of the AFL-CIO
and its affilisted nnions and to prevent any taint
or possibility of corruption in the imuance of
local union charters:

1. A Jecal union charter, whether issued by
the AFL.C1O or by an national or international
union affilisted with the AFL.CIO, should be
solemn instrument establishing a subordinate or
afilisted body. To sesnre this, the AFL-CIO
and sach national and intematiomal union, by
conmitution or administrative regulation, shonld
require, for jmuance of a local union charter,
application by a group of bona fide employees,
cligible for membership in the union, within the
jurisdiction covared by the charter,

2. The purpose of issuing such charters should
be to promote the general welfare of workers
and to give recognition to thelr joining together
in a subordinate or affillated hody.

8. A charter shonld never be issucd to any
person or persons who seek to use it a9 2 “hunt.
ing license” for the improper invaslon of the
jurisdictions of other affiliated unions.

4. A charter should never be issued or per-
mitted to continue in effect for a “paper local”™
not existing or functioning as a genuine local
union of employess.

5. A charter shovld never be issued to per-
sons who are kmown to traffic in local union
charters for illicit or improper phirposes.

6. The provision of the AFL-CIQ constitution
prohibiting the AFL-CIO and any sffiliated na-
tional or international wnion from recogniring
any subordinate “!“l;ln:hl:nA#:C l:;“ been
suspended or expelled by or any
nationat or international union plainty includes.
and prohibits the jsmance of a local union
charter by the AFL.CIO or any affilisted na-
tional or international urion to any group of

individnals or amy individuals suspanded or
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expelled from the AFL.CIO or any affiliated
national or international union for corruption
or unethical X

7. The AFL-C10 and each national and inter-
national union shell take prompt action to
eliminate any loop-holes through which locai
union charters have been or can be jssued or
permitted to continue in effect contrary to these
policies.

8. The AFL-CIO and each national and inter-
national nnion shall take prompt action to in-
sute the forthwith withdrawal of local union
charters which have been issued and are now
ouistanding in viclation of these policies,

Ethical Practices Code H - -

HEALTH AND WELFARE RINDS

(Approced by the AFL-CI0 Esecutive
Conncil, January 31, 1957)

At ita June, 1956, meeting the Exccutive Coun-
cil directed the Committee on Ethical Practices
“to develop a set of principles and guides for
adoption by the AFL-CIO in order to implement
the constitutional determination that the AFL-
CIO shall be and remain free from all corrupt
influences” and directed that such recommended
guides and principles be submitted to the Coun.
cil. In sccordance with this dirsction, and its
constitutional reaponsibilities, the Comumittee on
Ethical Practices submiited to the Executive
Council at its August, 1956, mecting the firat
of & propomed scries of recommended codew.
This code covering the issuance of local union
charters was unanimously adopted by the Coun-
cil

This report, and the recommended eode con-
tained in it, is the second in the seties which
tha Committee, in sccordance with the Council's
direction, is developing to implement the con.
stittional mandate that the AFL-CIO shall be
and rowain free from any and all corrupt in.
fluences and the determination of the first Con-
stitutional Convention of the AFL-CIO that the
reputstions of the vast majority of lebor union
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officials, who asccept their responsibilities and

trust, are “imperiled by the dishonest, corrupt,
" unethical practices of the few who betray their
trust and who look upon the trade union move-
ment not as a brotherhood to serve the genctal
welfate, but as a means to advance their own
selfish porposes. . . ."

BOthPtln American Federation of Labor and
the Congres of Industris! Organizations prior
to the merger of these two organizations into
the AFL-CIQ gave thorough consideration to the
subject of Health and Welfare Funds. This sub-
ject wan also considered by and deslt with by
the First Constitolional Conventlon of the AFL-
CIO and a resolution dealing with this subject
matter was adopted by that convention.

As stated In the resolution adopted by the
First Conatitutional Convention of the AFL-CIO,
the task of administering snd operating health
and welfars programs which have been devel-
oped through collective bargaining has placed
heavy new responsibilities upen the shoulders
of trade union officials. The funds involved are
paid for through the labor of the workers cov-
ered by the plans. They must be administered,
therefore, as a high trust for the benefit only
of those workers,

Most trade union officials have been faithful
to the high trust which has been imposed upon
them bhesause of the development of health and
welfare funds. The malfeasances of a few, how.
ever, have setved to bring into disrepute not
only the officials of the particulsr onions in.
volred. but also the good name of the entire
Ametican labor movement. For this reason, it
is imperative that the AFL.C10 and each of the
national and international mnions affilisted with
it rigorously adhere to the highest ethical stand.
ards in dealing with the subject of health and
welfare funda. .

For these reasons, the Ethical Practices Com-
mittes, under the authority vewed in it by the
Constitution of the AFL-&IO and pursmant to
the mandate of the First Constitutional Cop-
vemtion of the AFL-CIO, recommends that the
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Executive Couneil of the AFL-CIO adopt the
following policies 1o safeguard the good name
of the AFL-CIO and its affiliated unions:

1. No union officiai who already receives
full-time pay from his union shall receive fees
or salaries of any kind from s fund established
for the provision of a health, welfare or retire-
ment program. Where a salaried union official
serves sy employee representative or trustee in
the sdministration of such programa, such serv.
ice should be regarded as one of the functions
expected to be performed by him in the normal
course of his duties and not as a0 extra function
mm; further compensation from the wel(are

2. No umion official, employse or other per.
son acting as agent or representative of & union,
who exercises responsibilities or influence in the
administration of welfare programs or the place-
ment of insurance conttacts, should have any
compromising persona] ties, dirsct or indirect,
with outaide agencies such as Inaurance carriers,
brokets, or consultants doing business with the
welfare plan. Such ties cannot be reconciled
with the dutv of a union official to be guided
solely by the best interests of the membership
in any transactions with sach agencies. Any
union official found to hava such ties to his own
peroonal adventage or to have accepted fees,
inducements, benefits or favors of any kind
from any such outside agency, should be re-
moved. This principle, of course, does not pre-
vent the existence of a relationship between a
union officer or employee and an outside agency
where

(a) no snbstantial personal sdvantage is de-

rived from the relationahip, and

(b) the outside agency is one in the manage-

ment of which the union participates,
as 8 union, for the benefit of its members,

3. Complete records of the financial opers-
tions of all welfare funds and programs shenld
be maintsined in accordsnce with the best ac-
counting practice. Each such fund should be
sudited regularly by internal suditors, In addi-
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tion, each such fund should be audited at loast
once each yeat, and preirsably seml-annually,
by certified public or other indepandent actount-
ants of unquestioned professional integrity, who
should eettify that the andits fully and compre-
hensively show the financial condition of the
fund and the results of the operation of the fund.

4. Al andit reporte shonld be avatlable to the
membership of the union and the aflected em-
ployees, )

S. The trustees or administestors of welfare
funde should make a full disclosure and report
to the beneficiaries st least onoe ench year. Such
reports shoold set forth, in detail, the receipts
and expenses of the fund; all salaries and fom
peid by the fund, with a statement of the persona
to whom paid; the amount paid and the service
or purpose for which paid; a breakdown of
insurance premium paid, il a commercial in-
sursnca carrier is Involved, showing, insofar as
possible, the premioms paid, dividends, com-
misvions, claims peid, retomtiona and serviee
charges; a statement of the person to whom any
commissions or fees of any kind were paid; &
financial staterment on the part of the insuring
or sarvice agency, if an agency other than a
commercial insurance cartier is employed; and
s detailed account of the manner in which the
reserves held by the fand are invested.

6. Where health and welfare henefits ate
provided throogh the nse of a commercial in-
surance cartier, the carrier should be selected
through competitiva bids soliclted from a sub-
stantial number of reliable companies, on the
bssis of the lowest net cont for the given benefits
submitted by a responsible carrier, taking into
consideration such factors as comparstive re-
tention rates, financisl responsibility, facilities
for and promptnes in servicing elaims, and the
past record of the catrier, including its record
in dealing with trade unions reprementing its
employees,

The trustees of the fund should be required
to include in reporting to the menbetship the
specific ressons for the selection of the oartier
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finally chosen. The caerier should be required
to warrant that no fee or other remuneration of
any kind hes been paid directly or indirectly to
any reprasentative of the parties in connection
with the business of the fund.

7. Where a unlon or udbion tristess partici-
pate in the administration of the investmnent of
wellare fund reserves, the union or its trustees
should make every effort *o prohibit the inveat-
ment of welfare fund reserves in the business of
any contributing employer, insuranee carrier or
agency doing business with the fund, or in any
enterprise in which any trustee, officer or em-
ployee of the fund has a personal financial
interest of such a nature sa to be affected by the
fund’s investment or disinvestment.

(This is not to be construed as preventing
investment in an cnterptise in which & union
official is engaged by vittue of his offica, pro-
vided (i} no substantinl personal advantage
in derived from the relationship, and (ii) the
contern or enterprise ja one in the management
of which the union participates for the henefit
of its members.)

8. Where any trustee, agent, fiduciary or
employee of a health or welfare program is _
found to have received an unethical payment,
the union should insist upon his removal and
should take approprinste legel steps against both
the party receiving and the party making the
peyment. Where health and welfare funds are
negotisted or administered by local unions or
by other organizations subordinate to or affili-
ated with = national or international anjonm,
provision should be made to give the nationat
ot international union the authority to audit
such funds and to apply remedies where there
is evidence of a violation of ethical standarda.

9. Every welfare program should provide
redress against the arhitrary or unjost denial of
claims s0 as to afford the individual member
prompt and effective relief where hia claim for
bepefits has been improperly rejected. Every
program shounld provide for the keeping of
complete records of the claims experience so
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that & constant check can be maintained on the
telationship between claims and premiums and
dividends, and on the utilization of the various
benefits,

10. The duty of policing and enforcing these
standards is shared by every union member, as
well as by local, national and international offi-
cials. The best safeguard against abuses lies in
the hands of a vigilant, informal and active
membership, jealous of their righte and interests
in the operation of heaith and welfare programs,
as well as any other trade union program. Aa
a fundamental part of any approach to the prob.
lem of policing hesalth and welfare funds, afbli-
ated unions, through education, publicity and
discussion programs, should seek ta develop the
widest possible degree of sctive and informed
intersat in all phases of these programs on the
part of the membership at large. International
unions should, wherever possible, have expert
advice available for the negotiation, eatablish-
ment and sdministration of health and welfare
plans, and should provide training for union
represenistives in the techniques and standarda
of proper administration of welfare plans.

11. Where constitutional amendments or
changes in internal sdministrative procedure are
nocessary to comply with the standards hersin
set forth, such amendments and changes should
be undertaken at the esrliest practicable time.

Ethical Practices Code III . .

RACKETEERS, CROOKS,
COMMUNISTS AND FASCISTS
(Approved by tha AFL-CIO Executive

Council, January 81, 1957)

Thie ia the third in 2 series of recommended
todes which the Committes on Ethical Practices
has developed in accordance with the dicection
of the Executive Conneil that it should “develop

s sct of principles and guides for adoption by
the AFL-CIO in ordet to implement the consti-
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tutional determination that the AFL-CIO shall
be and remain free from all corrupt influences.”

Article VII1, Section 7 of the Constitution af
the AFL.C10 establishes that “it is & basic prin-
ciple of this Federation that it must bhe and
remain free from any and all corrupt influences
snd from the undermining efforta of communist,
fascist or other totalitarian agencies who are
opposed to the basic principles of our democ-
racy and of free and democratic trade ubionism.”
Under this constitutional provision thete ia wo
room within the Federation or any of its affili-
ated unions for any person in a position of
leadership or responsibility who is a creak, a
racketeer, 8 communist or o fascist. And it s
the obligation of gvery union affilisted with the
AFL-C10Q to take iate steps to ensure
that this prineipla is complied with.

To be sure, neither the AFL-CI10 nor its affili-
ated unions are law.enforcing agencies. It is
not within the purview or autharity of a trade
union to convict its members of & vioclation of
statutory law. But it is the duty and reaponsi-
bility of each national and interastional union
affilisted with the federation to see to it that
it in free of all corrupt, communist or faagiat
influences. Consequently, a trade union meed
not wWait upon a criminal conviction to bar from
office corrupt, communist or fascist influences.
The responsibility of each unian to see to it that
it in free of snch infiusnces is not a responsibility
placed upon our unions by law. It is & respon-
sibility which rests upon our unions by the AFL.
CIO Constitytion and by the moral principles
that govern the trade union movement. Etarnal
vigilance in this area is the price of an hanest
democratic trade union movemant.

It ia not possible, nor is it desirable, to set
down rigid rules to detarmine whether a par-
ticular individual in a position of responsibility
or leadermhip in the trade union movement is
» crook, a racketeer, s communist, or a fasciat.
Obviousy, if a person has been comvicted of a
crimo involving moral turpitude affensive 10
teads union morality, he should be barred from

22



Laborers for JUSTICE
www.thelaborers.net

office or responsible position in the lahor move
ment. Obviously also, & parssn commonly known
to be a crook or racketeer, should not enjoy
immunity to prey upon the trade union move-
ment because he has somchow mapsged to
ascape conviction. In the same manner, the fact
that a person has refrained from formally be.
coming & member of the Communist Pany or
a fascist organization should not permit him
to hold ar cetain a position of responsibility
or leadership in the trade union movement if,
regardlesa of formal membership, he consistently
supports or actively paticipates in the activities
of the Communit Party or any fascist or
totalitarian organization.

In this aros. aa in sl athers, determinationa
must be made as a matter of comimion semse and
with due regard to the tights of the labor uniona
and the individuals invoived.

On the basis of these considerations, the
Ethical Practices Committae, under the authority
vested in it by the Constitution of the AFL-CIO,
pursuant to the mandste of the First Conatitu-
tional Convention of the AFL-CID, recommends
that the Executive Council of the AFL.CIO
adopt the following policies to safeguard the
good name of the AFL-CIO and its affiliated
anions:

1. The AFL.CIO and sach of ita affiliated
unions should undertake the abligation, through
apprapriate constitutional or sdministrative
measures and orderly procedures, to insure that
no persons who conatitute corrupt influences or
practices or who reprasent or suppoft communist,
fascist or totalitarian agencica shoald hold office
of any kind in such trade unions of orgunisa-
tions.

2. No person should hold or retain office or
sppointed position in the AFL-CIO or any of
its afflisted national or international uniofs or
subordinate bedies thereof who has been con-
victed of any crime involving moral turpitude
offensive to trade union morality.

3, No person should hold or retsin office or
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appoinied position in the AFL-CIO or any of
its affiliated national or international unions or
subordinate badies thereof who is commonly
known to be a crook or racketeer preying on
the labor movement and its good name for
corrupt purposes, whethar or not previousl
convicted for wmuch nefariotis activitiea,

4. No person shoujd hold or retain office o
sppointed position in the AFL-CIQ or any of
its affiliated national or internstionsl unions or
subardinate bodiea thereaf who ia 8 member,
consistenit supparter or who actively participates
in the activities of the Communist Party or of
any fascist or other totalitarisn organizstion
which opposes the democratic principles to
which our country and the Amaerican trade
union movement are dedicated.

Ethical Practices Code IV - -

INVESTMENTS AND BUSINESS
INTERESTS OF UNION
OFFICIALS

(Approvad by the AFL-CI0 Executice
Council, Januery 81, 1957)

This ia the fourth in & series of recommended
codes which the Committee on Ethical Prectices
has developed in accordance with the direction
of the Executive Counecil that it should “develop
a set of principles and guides for adoption by
the AFL-CIO in order to implement the consti-
tutional detarmination that the AFL-CIO ehall
be und remain free from afl sorrupt infinences.”
Prior codea have dealt with the issuance of
local union charters; welfare funds; racketeers,
crooks and commvnists. The code herein recom-
mended deals with copflicts of interest in the
investment and bnsiness interests of union
afficials,

It is too plain for extanded discuseion that
a basic ethical principle in the conduct of trade
union affairs is that no responaible trede union
official should have 2 parsonal financial intarest
which canflicts with the full parformence of his
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fiduciary duties as a workers’ representative. leaders and members have the right to set aside

Obvioualy an irreconcilable conflict of imerest their own personal reserves for themaclves and
would be present if a trade union official, clothed their {amilies, and to invest and use those re-
with responsibility and discretion in condueting serves in legitimate ways,

the representation of workers, simultaneously But the trade union leader does have certain
maintains a substantial interest in the profits special respomaibilities which he must assume
of the employer of the workera whom he is and respect because he serves as a leader in
charged with representing. Even though, in a the trade union movement. And those responsi-
pacticular instance, there may be no actual mal- bilities, the Committee believes, necessarily im-

ply certain restrainia upon his right to engege
in personal investment, even with his own funds
and on his own time. In a sense, a trade union
official holds a positiop comparabla to thet of

feasancs in the representation of tha employeces
involved, the opportunity for personal gain at
the expenso of the welfare of the employees

hom the unj ficial represents chviousl
:xim. ¢ union © F d o public servant, Like a public servaat, he has
Such a simple case, however, does not fully » high ﬁd"_"’“"? duty not only to M the mem-
present the problems which exist, or may exist, bers of lm_ union honestly and faithfully, but
in this ares. There may be cases in which the also to avoid personal economic interest which
conflict of interests is not so clear, but pever may conflics or appear to _""_"‘m" with the full
theloas exists. There are, on the other hand, performance of his mosponsibility to those whom
forms of private investinent which seem wholly he servea, ) .
devoid of any possibility of corruptien or dere- Like poblic eervants, trade union leaders
ought to be paid compensation commensurate

liction in trade union responsibility, It will be d \ :
the purpese of this report to discuss some of with their services. But, like public servants,

the varying situations which may arise in this trade union lasders must accept certain limita-
area and, on the basis of such discussion, to tions upon their private activities which result

Present g recommanded code of minimum stand- from the nature of their services. Indeed, the

ards to which the Committes belicvas all trade najure _Of the trade union movement and the
union officials should adhere in their Investment responsibilitics which neccasarily must be ac
and business interesta. cepted by its leaders, make the strictest standards

with respect to any posible canflict of interest
properly applicable,

It is plain, as already stated, that a responsible
trada union official should not be the owner in
whale or in part of a business enterprise with

The probiems in this area, of course, could
all be eliminated by adoption of the simple prin-
gipla that no trade union official should, under
any citcumstances, use his own personal funds
or property in any form of business enterprise

or investment. But the committee feols that it which his union bargains collectively on behalf
is both unnecassary snd unwise to establish such of its employecs. The coaflict in such a case
a rigid standard for trade union officials; union is clear.

officers snd agents should not be prohibited It is aimost equally clear, the Committes be-
from investing their personal funds in their own lieves, that a trade wnion official should not Le
way in the American free caterprise system so the awner of & business enterprise which sells
long as they are scrupulously careful to avoid to, buys from, or in other ways deais, to any
any actual or potential conflict of Interest. The significant degree, with the enterprise with
American trade union movement does not accept which he conducta collective bargaining. Again,
the priociple thet cither jts members or its the possibility that the trade union official may
leadars should own no property. Both union be given special favors ot contracts by the em-
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ployer in return for less than discharge of his
obligations as a trade union jeader, exists,

Somewhat different considerations, however,
apply to the ownership, through purchase on the
open market or other legitimate means, of pub-
licly traded securitics. Employee ownership of
stock is certainly a fairly common practice in
American life. Often, indeed, there are special
stock purchase plans designed to stimulate such
employes invesimants.

On the other hand, awnership, even of pub-
licly traded securities, in sufficient amounts te
influenca the course of management decision
scoms to the Committee incompatible with the
proper réprosentation of the employess by a trade
union official,

The Committea believes, therefore, that the
minimum standards of ethical conduct in this
area should not forbid all investment by a trade
union official in the corporate sacuritles of com-
panies employing the workers he represeats.
Such investment by a trade union official, how-
ever, should always be subject 1o the restriction
that it is not sequired in an illegitimate or un-
ethical manner, that it is limited to securities
which are publicly traded, and that his interest
should never be Jarge encugh so as to permit
him 1o exercise any individual influence on the
course of corporate decision,

There is pothing in the essentin] ethical prin-
ciplea of the trade union movement which should
prevent a irade union official, at any level, from
investing personal funda in the publicly traded
socurities of corporate ises uptelated 10
the industey or area in which the official has
s perticular trade umion responsibility. Such
securitios offcr & wide choiee of investment and
are, generslly speaking, so far removed from
individual stockholder control or influence that
with the exccptions shove noted, there is no
reason to bar investment by trade union othcials.

The same principles apply with respect to
privately owned or closely held businasses which
ara completely unrelated to the industrial area
in which the trade union leader serves.
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On the basis of thess considerstions, the
Ethical Practices Committee, under the authority
vestad iz it by the Constitution of the AFL-CIO
and pursuant to the mandate of the First Con-
stitutional Convention of the AFL-CIQ, recom-
mends that the Executive Council of the AFL-

CIC adopt the following policies to safoguerd
thn:goodmmo{ﬂn CIO ang its affiliatad
unions:

1. No responsible trade union official should
have 4 parsont] Snencial interost which conflicts
with the full psrformence of his fiduciary dutiss
a8 8 workstx' rapresentative.

2. No responaible trade union official should
own or have a substastia} business interest in
any business enterprise with which his wpion
bargaine collectively, or in any husiness enter-
prise which is in compelition with any othar
business enterprise with which his unjon bar-
gains collectively.

3. No responsihle trade union official should
own or have a substantial business interest in a
businesa entarprise a substantial part of which
conaists of buying from, selling to, or otherwise
dealing with the business enterprise with which
his union bargains collectively.

4. The provisions of paragraphs 2 and 3
above do not. apply in the case of an investnent
in the publicly traded securities of widely-heid
corporstions which investment doss not coasti-
tute a substantial enough holding to affect or
influence the course of corporate decision,

5. No respomaible trade union official should
accept “lickbacka™, underthe-table payments,
gifts of otber than nominal value, or any per:
sonal payment of any kind other that regular
pey and benmefits for work performed as an
employee from an employer or bhusinoss anter-
prise with which his union bargsins collectively.

6. The policies herain set forth apply t0: (a)
all oficers of the AFL.CIO and all officars of
national and intermational uniona affiliated with
S aepcocotatives i batinees agone of sich
stafl reprosentatives i o
organizations, and (c) ali offcers of subordi.
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nste bodies of such organizations who hsve any
degree of discretion or responsibility in the
negatiation of collective bargaining agreements
or their administration.

7. The principles herein set forth apply mot
only where investments are made by union offi-
cials, but also where third persons are used as
blinds or covers to conceal the financial interests
of unioz afficiala.

Ethical Practices Code ¥V - -
FANANCIAL PRACTICES AND

PROPRIETARY ACTIVITIES
OF UNIONS

(Approved by the AFL-CIO Exccutive
Council, May 22, 1937 )

This is the fifth in a series of recommended
codes which the Commitlee on Ethical Practioss
has developed in accordunce with the direction
of the Executive Council that it should “develop
a set of principles and guides for adoption by
the AFL-CIQ in order to implement the conatitu-
tional determination that the AFL.CIO shall be
and remain free from all corrupt influences.” On
August 29, 1956, the Council approved a code
dealing with the issusnece of local union charters;
on January 31, 1957, the Executive Council ap-
proved codes dealing with beaith and welfare
funds, racketesring, crooks and communists, and
investraent and business interests of union
officials.

There are principles inherent in the concep
tion of a free, honest, and democratic trade
union movement, which, the Committee believes,
virtuslly dictate the outlines of any Code of
Ethical Practices desling with union finances.
The first of these principles hardly requires
statement. It is simply that & labor union is an
organization whose primary function is to im-
prove the wages, hours and working conditions
of the employees it represents, through the
processes of colloctive bargaining with employ-
ers. It is not & businesy enterprioc ar &n invest-
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ment company. Unions, of course, must have
funds with which to operaté and it is clearly
desirable that they should maintain reserves to
cover contingencies which may arise in th
course of the performance of their functions a»
workars' represantatives. But, squally clearly,
the secumulation of funds per s¢ is not the ob.
jective for which the union exists. A union is
nat & probt-making institution bur a demacratic
organization with definite social aims and prin-
ciples. Union funds are beld in trust for the
benafit of the membecship, But & union, unlike
a bank, a trustee, ot other fiduciaries, is not
prircarily & manager of funds vested with the
duty of enhancing theit value and making dis-
tributions. Increasing the value of the union’s
funds should pever become an objective of auch
magnitude that it in any way interferes with or
obacures the basie funciion of the union, which
is to dovote its resgurces to representing its
members, honestly and faithiudly.

A second basic ptinciple which dictates the
tetms of & Code of Ethical Practices with respect
to the handling of union funds is sgaia simple.
It is that unions zre democratic organizations.
The fact that a union is a democratio organiza-
tion plainly implies that the members of the
union are entitied to assurance that the union™
tunda, which are their funds, are not dissipated.
They sre also entitled to be reasonably informed
as 16 how the funds of the organization are being
used or invested. Finally, their delegated repre-
seotatives in the union’s governing body and
conventions should have the power and responsi.
bility to oversee the expenditure of the union's
monies so that the members can be guarantesd
that funds are expended solely for the purposes
for which the organization exiats.

A final fundamental principle, the Committes
beliaves, is involved. That principle is that sach
national or international union affliated with
the AFL-CIO, in the words of the Resolution on
Ethical Practioss which was unanimously
adopted by the founding Convention of the AFL.
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C10 in December 1955, “has clearly acceptad
the responsibility for keeping its own house in
order and to protect the movement ‘from any
and all corrupt influences and from the under-
mining efforta of communist agencies and all
others who are opposed to the basic principles
of our democtacy and free and democratic
upionism.”*

From these thraee basic prineiples, the Com-
mittee believes that certain conclusions neces-
sarily follow. Since & union holds its funds for
the benefit of its membership and to further
their interesta it should comply with etandarda
generally applicable to fiduciaries or trustees
with respect to the manner in which it keeps its
racords and sccounts, Regular audits should be
made and there should be appropriate distribu.
tion of summaries of such audits so that the
membership and the public are adequately ap-
prised of the state of the arganization’s finances.
In this connection, a Committee of Secretary-
Treasurers of AFL.CIQ afhliates has drawn up
a suggested sct of minimum sccounting and
financial controls for affiliates of the AFL-CIO.
This set of controls represents, the Committee
believes, the minimum with which any affiliated
organization should comply in order to fulfill the
conatitutional mandate that the labor movement
should be kept frec from any taint of corruption,
Almoat a!l unions, the Committee believes, today
comply with the minimum controls set forth in
the recommendation of the Secretary.Tressurers.
Many, indeed, have much stricter controls. The
minimam controls suggested by the Secretary-
Tressurers, therefors, should not be regarded as
an optimum. Unione are to be commended and
encouraged to establish and maintain even more
siringemt accounting and financial controla.

In addition to accounting and financial pro-
cedures necessary ta conform to the controls ap-
plicable generally to well-run business orgeniza-
tions and fiduciaries, the Committee believea
that certain other rules follow from the basic
principles set forth above. Because a union is a
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union, net & business organization or a trus
company, the rules which guide its wse snd in-
vestment of funds are necessarily differemt. For
example, investments by business orgenizations
in other businesses from which they buy or sell,
so that the investing business may get favored
treatment in its saies or purchases, may be an
acceptable business practice; similar investment
by s labor union in business enterprises with
which it bargains collectively presenta serious
problems. Such investrment is not good practice
for a unjon.

The fact that the basic objective in the man.
sgement of trade union funds is not the maxj.
mizing of profit, but to further the objectives of
the members’ joining together in & union teads
to additional conclusians.

A business organization has one function: to
make money for ite etockholders. A fiduciary's
primary cbligation is to preserve and., within
limits defined by the necessity for safety, to
augment the funds which the trustee js charged
with holding for the benefit of the beneficiariea.

Since thess are not a union’s primary fune-
tions, & union's investment policy may properly
be governed by different considerations, For
example, business institutions and corporate
trustess might guestion today the propriety of
investing all of their reserves in government
bonds because of their comparatively low yield.
Yet, for a trede wnion, one of whose funda-
mentsl objects is “to protect and strengthen our
democratic inatitutions,” such sn investment pol-
icy is to be commended. Similarly, since an-
other object of a trade unjon is to aid and asaist
other unions and “to promote the organization
of the unorganized into unjons of their own
chooning™ loans apd grants for mutual aid and
asbistance are part of the proud tradition of the
labor movement even though foreign to the
businesa community and not justified by any
considerations of financial gain or even security.

Similarly, the business community may not
regard it to be a bad business practice for »

LY



Laborers for JUSTICE
www.thelaborers.net

husiness enterprise ta buy or sell from firms in
which the oflicers ol the business have & financial
interest. Nor may the busincss community ze
gard it as had practice for a business organiza-
tion to lend money, on adequate security, to
mermbers of the organization. Because the funds
of a {abor union are both heid in trust for the
benefit of its members and are held to furtl_tcr
iegitimate trade union purposes, practices w.hu:h
may be acceptable in bualness organizations,
\he Committes betieves, should be limited if not
completely eliminated among labar arganiza-
tiona.

All of these considerations lead to this ulti-
mate conclusion. With respect to accounting and
financial controls and the expenditure of its
funds for proprietary (housekeeping) functions
the labor movement, it goes almost without say-
ing, should follow the strictest rules applicable
to gll well-tun institutions. With respect to the
policies governing its financial and proprietary
decisions, a higher obligation restsx upon the
trade nnion movement: to conduct its aflairs
and to cxpend and imest its funds, not for
profit, but for the benefit of its membership and
the great purposes for which they have joined
together in the fraternity of the labor move-
ment.

On the haais of these considerations the
Committee on Ethical Practices, undes the au-
therity vested in it by the Constitutian of the
AFL.CIQ and pursuant 10 the mandate of the
Firat Constitutional Convention of the AFL-CIO
and of the Execuitve Council, recommends that
the Executive Council of the AFL-CIQ adopt
the following policies 1o safeguard the good
name of tha AFL.CIQ and its affilisted unions:

1. The AFLCIO and all affiliated national
and international unions should cemply with
the minimum accounting and financial controls
suggested by the Commilles of Secretary-Treas
urers and approved by the Executive Council,
which is annexed hereta.

2. The AFL-CIOQ and all afhliated nationa}
.31
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and international unions should conduct their
proprietaty [usctiops, iacluding all contracis
far putchase or ssle ar for the rendition of
housekeeping services, in accordance with the
practices of well-run inutitutions, including the
secuting of campetitive bids for all major con-
tracta,

3. Neither the AFL-CIQ not any nstionat or
international union affilieted with the AFL.
Cl0 should permit any of ita funds to be
loaned, invested, ar otherwise deslt with in a
mannper which inures to the personal profit or
advantage of any officer, rapresantative or em-
ployee of the unien.

4. Neither the AFL-CIQ nor any nstional or
international union affiliated with the AFL-C10
should enter into any contracts of purchase or
saie or for the rendition of services which will
inure to or result in the persanal profit or ad-
vantage, including gifts of more than nominal
value, other than his regular selary or com-
pensation, of any officer. reprasentative or em-
ployes of the unmion.

5. Neither the AFL.CIO not any national or
internationsl union affiliated with the AFL-CIO
should invest in or make loans to any business
enterprise with which it bargaina collectively.

6, The provisions of paragraph 5 shall not
be construed as prohibiting investment by nniops
in the publiclytraded securities of widely-held
¢orporations which investment does not conati.
tute a substantial enough holding 1o effect or
influence the course of corporste decision: the
provisions of paragraphs 3 snd 4 shall not be
construed as spplying to the profit thet may
result from & proper investment by a union off-
cer, representstive or employee, Nor shall such
provisiona bhe consirued as preventing invest-
ment in & busiosss or enterprise in which an
officia) of an affliste is engaged by virtue of his
office, provided (2} no substantis] pernonal ad-
vaptage is derived from the relationship, and
£b) the business or éntarprise s one in the
management of which the sffiliate Pparticipates
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for the benefit of its members. The provisions
of such parsgraphs, however, shall apply wher-
ever third persons are used as blinds or covers
ta conceal the peraonal profit or advantage of
union officials.

7. Neither the AFL-CI10O nor any national or
international unjon affliated with the AFL-CIO
should make personal loans to ita officers, rep-
rezentatives, employees, or members, or mem-
bers of their families, for the purpose of
financing the privata business or investment of
such persons.

8. Each national or international union af-
filiated with the AFL-CIQ should promptly take
whatever internal steps are needed to ensure that
the standards set forth in this Code are made
applicable to itsef and each of its locals and
other subordinste or affiliated bodies. Wherever
constitutional amendments or changes in in-
ternal administrative procedures are necessary to
fully comply with those standards, such amend-
ments and changes should be undertaken by the
affiliates at the carliest practicable opportunity.

Supplemental Code - -

MINIMUM ACCOUNTING
& FINANCIAL CONTROLS

(Drafted by Special Committee of Union
Secretary-Treasurors; Approved by
Executive Councll,

May 22, 1957)

A. Detailed and accurate records of actounts,
in conformity with generally recognised and ac-
cepted principles of accounting, should be cur-
rently mnaintained by sll affilistes of the AFL-
C10. These records should include, as & mini-
mum nesd, & cash receipt record, a cash dis-
bursements record, a general ladger, a dues or
per capita tax record, an investment record, and
a payroll record.

B. All receipts should be duly recorded and
curtently deposited. No disbursements of any
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nature should be made from undeposited cash
receipls.

C. All expenditures should be approved by
proper authority under constitutional provision
and be recorded and supporied by vouchers,
providing an sdequate description of the na.
ture and purpose of the expenditure sufficient for
» reasonable audit by internsl and independent
auditors. Disbursements should be made only
by check, with the exception of disbursements
from petty cash, in which situation, an imprest
petty cash fund should be established.

D. Salaries of alected officials should be
established only by constinmional provision.
Compensation to non.salaried elected officials,
and to other officials, representatives and em-
ployees, if not fixed by constitutional provision,
should be established and paid in strict con-
formity with such authority as is pravided by
the constitution and in accordance with its ap-
plicable provisions.

E. Reimbursement of expenses, including
per diem expenses, should be made only where
such expenses have besn duly authorized and
are supported in & maaner that will permit a
reasonable audit.

F. Every precanmtion should be taken to en.
sure the soundness snd eafety of investments
and that investments are made only by persons
duly authorized to act for and on behalf of the
sffiliste. Investments in securities should either
be restricted to the type of securities which
legally qualify for trust fund investments in the
domicile state or a person or persons authorised
to invest funds of an affliste ahould, in making
such investment, be required to exercise the
judgment and care under the circumatances then
prevailing which men of prudence, discretion
and intelligence cxexcise in the mansgement of
their own affairs, not in regard to speculstion
but in regard to the permanent diaposition of
their funds, considering probable sefety of their
capital as well as probable incorme. No inveat-
ment shorld bs made by an affiliats in ¢ buai.
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nees or enterprise in which any officer of that
afflliate has a direct or indirect personal financial
interest of such a nature as to be aflected by the
afiliate’s investment or withdzawal of invest.
ment. (This last stated provision is not to be
construed as prevepting investment in a business
of enterprise in which an official of an affiliste
in engaged by virtua of his office, provided (a)
no substantial persanal advantsge is darived
from the relationship, and (b) the business or
enterprise is one in the management of which
the affiliste participates for the benefit of its
members.) Securities owned by the affiliate
should be under dual officer control and held
by » bank or a trust company as agent or if that
is not fessible, such securities should be placed
in a safety deposit vault, Al investments and
legal title to all assets of an affiliate should be
in the name of the affilinte or ite duly desig-
nated agent or trustee.

G. Periodic, but not less than semi-annual,
detailed financial reports should be prepared in
accordance with generally recognized and ac-
cepted standards of financial reporting. These
reports should be prepored and submitted by
the elected financial officer of the affiliate ta the
cxecutive body of such afhliate for its study and
such aetion as may be required,

H. A record ol each meeting of the executive
body of an affiliate should be made snd main.
tained. These records thould note all official ac.
tions taken by that body, in Telation to account.
ing and financial matters.

L. Adequate fidelity bond coverage should be
required by an affiliate for all officers, repre.
sentatives and employees of that affiliats in posi.
tions of trust, including officers and employees of
subordinate bodien of such affiliste,

J. Afliates and their subordinate bodies
should be subject 10 a system of internal audits
made by auditors or by other competent per.
sons in accordance with generally accepted
standards of avndlting 30 as to maintain current
vigilance over all financial teansactions.
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K. At least ennuaily, an audit of the ac.
counts of each affiliate, except directly affilisted
local uniens of the AFL-CIQ, should be made
by independent certified public sccountanis. A
summary of such audit approved by auch inde.
pendent certified public socountanis should be
made available to the membership of the affiliate
and the public.

Each such offiliate shauld require, at least
annually, thet an gudit be made of the accounts
of its subordinale bodies by competent persons.
A summary of such audit appraved by such
competent persons should be made available to
the membership of such subordinate body.

An anpual sudit of the accounts of directly
afiliated local unions should be made by author.
jzed campetent representatives of the AFL-CIQ
designated by the Secretary:Treasurer of the
AFL.CIO. A summary of such audit, approved
by such representative, shall be made svailable
to the membership of such directly effiliated
local unions.

L. Al financial and accounting Tecords of
afoliates and their subordinate bodies, and il
supporting vouchers and documents, or micro-
flm copies thareof, should be preserved for a
period of time not leas than that prescribed by
applicabie statutes of limitations,

M. Neither the AFL-.CIQ nor any national
ot international union afflisted with the AFL-
C10 should make personal Joans to ite offcers,
mepresentatives, employees, or members, or mem.
bers of their families, for the purpose of
financing the private business or investment of
such persons,

N. No “kickbacks” or any other improper
payments should be acceptod or made, directiy
or indirectly, by any officer, reépresentative or
employeo of an affilisie in connection with any
financial transaction of such affiliste,

O. Affiliates should take every precaution

neceasary to insure their full corpplisnce with all
propetly suthorized and applicable requirements
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of state or federal law pertaining to financial
and accounting matters and o reporting.

P. In order to protect and safeguard the go?d
name and reputation of the AFL-CIO and it»
afiliates, the financial and accouating coatrols
set forth herein are made applicable to itself
and each of the afiliates of the AFL-CIG and
their aubordinate bodies and to afl thair funds
of whatever nature.

Q. Where constitutional amendmerts or
changes in internsl administrative procedure are
necessaty to a full compliance with the siandards
set forth hercin, such amendments and changes
should be undertaken by affiliates at the earliest
practicable opportunity.

Ethical Practices Code VI - .

UNION DEMOCGRATIC
PROCESSES

{ Approved by the AFL-C10 Executive
Council, May 23, 1957)

This is the sixth in a series of recommended
codes developed by the AFL.CIQ Committee on
Fthical Practices. The prior codes have dealt,
primarily, with the questions related to corrup-
tion and conficts of interest, The present code
has been developed by the Committes pursuant
to the mandate contained in Article 11, Sections
10 and 11, of the Canstitution of the AFL-CIO
which sets forth the basic objectives of the
Federation to protect the labor movement not
only from corrupt influences and communist
agenciea but also {rom “all othets who are op-
posed to the basic principles of our democracy
and free apd democratic unionism,” and “to
safeguard the democratic character of the labor
movement.”

These constitutional provisions of the AFL-
CIO give effect to the democratic tradition upon
which the entire labor movement is based. Free.
dom and democracy are the essential artributes
of our movément. Laber orgsnizations lacking
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these attributes, like Hitler's Labor Froat,
Franco's syndicates, and Moscow's captive
unionsa, are unions in name only.. Authoritarian
conirol, whether from within the labor move.
ment ot imposed from without by government,
is contrary to the spixit, the tradition and the
principles which should always guide and gav-
£r0 Ul movement.

We are proud of our record. Just sa the Con-
stitution of the AFL-CIO procieims its dedication
to the concepts of fresdom and democracy and
contains machinery for. their implementation in
the Federatian’s operations, to elso do the con-
stitutions of its affiliates, Almost withowt ex.
ception. they provide for the basic slamenta of
union demccracy: the right of full and equal
participation by each member in the affairs and
processes of uniop self-government, in accord-
ance with the principles of representative democ-
racy, and the necessity for protecting the rights
of individual members.

The recosd of union democracy, like the rec-
ord of our naticn’s democracy, is not periect.
A Iew unicos do aor adequataly, in their con-
atitations, provide for these basic eclements of
democratic practice, A few unions do not prae-
tice ar implement the principlen set forth in
their conatitutions. Finaily, while the over-
whelming majority of American unions both
preach and practice the priaciples of demoe-
racy, in &li ton many instances the aembership
by apathy and indiflerence have forfeitad their
rights of union citizenship.

The provisions of the Taft-Hartley Act have
substantially frustrated previously successful ef.
forts by uniofia 1o ensure maximum attendabce
and participation by the membership in union
racetings and affaims. The real corrective in this
area is not so much the establishment of new
principles as the exercise of rights presemtly
tecognized and accorded. Just as cternal vigi.
lance is the price of liberty, so is the constant
exarciss of the rights of union citizenship the
price of union democracy.
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It ia valuable, nevectheless, to restate the
principles which should govern all free and
democratic unions and to rededicete the labor
movement to the preservation of these principles.

The Committes on Ethical Practices has at-
tempted ta formulate in the {ollowing code the
basic and elemnentary principles which any af-
filiated union should achieve if it is to comply
with the baesic principles and objects of the AFL-
ClQ Constitution, Neceasarily, since sach union
has grown up in its own tradition and with its
own background, {forms and procedurcs may dif-
fer widely. Unions should be free to determine
their own governmental structure and to regulate
their own afairs, But, whatever the forma, the
basic dernoctatic rights set forth in the code
should be guaranteed.

1. Each mewber of a union sheuid have the
vight to full and free participation in union self-
government. This should include the right (a}
to vote periodically for his local and national
officers, either directly Ly referendum vote or
through delegate bodies, (h) to honest eicctions,
{c) to stand for and te hold office, subject only
to fair qualifications uniformly imposed, (d) to
voice his views as to the method in which the
smion’s aflaics should be conducted.

2, Each member of a union should have the
right to fair treatment in the spplication of
union rules and law. The general principle ap-
phicable to unjon disciplinary procedures is that
such precedures should contsin all the elements
of fair play. No particular formality is required.
No lanyera need bhe used. The ensential require.
ments of due process, however— natice, hearing,
and judgment on the basia of the evidence—
should be ohserved. A method of appeal to a
higher body should be provided te ensure that
judgment at the local level is not the result of
prejudice or bias.

1. Each member of » utiion has the responsi-
bility {a) fuliy to exercise his righta of nnion
cilizenship and (b) loysily to support his union.
The right of an individual member 1o criticize

46

The Laborers Network www.thelaborers.net

the policies and personalities of bhis union offi.
cera does not include the tight to undermine the
union as an inmituticn, to advocate dual union-
ism, to destroy or weaken the union s a callec
tive bargeining agomcy, or to carry on slander
and libel.

4. To sateguard the rights of the individual
metnbers and to safeguard ita democratic char-
acter, tha AFL-CI0 and each afilisted nstionst
or international union showld hold regular con-
vantiona at stated intervals, which should ba not
more than four ysars. The convention shonld
be the suprems governing body of the union.

5. Officers of the AFL-CIO and of cach of
filisted national or internstional union should
be slected, either by referendum vote of hy the
vate of delegate bodies, Whichever method is
used, clection should be free, fair and honest
and adequate internal safeguards should ba pro-
vided to ensure the achievement of that abjec.
tive.

6. All goneral conventions of the AFL-CIO
and of affiliated national or international unions
should be apen to the public, except for neces-
sary executive sessions, Convention proocetdings
or an accurate summary thereof should be pub-
lished snd be available 10 the membership.

7. The appropriate officials of the union and
such bodien which are given authority to govern
a union’s affairs betwesn conventions shouid be
elocted, whether from the membership at large
or by sppropriate divisions, either by referen.
dum vote or by the voie of delegate bodies, Such
bedies shall abide by snd enforce the provisians
of the union's constitution and carry out the
dacisions of the convention. '

8, Membership meetings of local uniona
should be held periodically with propsr netice
of time and place,

9. Elections of local union officors should be
deinocratie, conducted either by referendum oc
by vote of a delegate body which is itsel
elected by referendum or at ualoen ootings,
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10. The term of office of ali union officials
should be stated in the organization’s conatitu-
tion or by-laws and should be for a reasonsble
period, not to exceed four years.

11, To ensure democratic, responsible, and
honest administration of its locals and other
subordinate hodies, the AFL.CIO and affiliated
national and international unions should have
the power to institute disciplinary and corrective
proceedings with respect ta local unjons and
other aubordinate hodies, including the power
to eatablish trusteeships where necessary. Such
powers should be exercised sparingly and only
in mccordance with the provisions of the unicn's
copstitution, and autonomy should be reatored
promptly upon correction of the abuses requir
ing trusteeship.

12. Where constitutional amendments of
changes in internal administrative procedures
are necessary to comply with the standards
herein set forth such amendments and changes
should be undertaken at the earliest practicable
time,
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