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PREFACE 

The first two parts of this book were originally written 
to be published in the series of Bulletins published by the 
old Department of Industries in the Government of India, 
of which the author's Conciliation and Arbitration was one; 
indeed, the publication of a volume on wages and profit
sharing was promised in Conciliation and Arbitration 
(Bulletin No. 23, published in 1922). Before the second 
bulletin was published, however, the Inchcape retrenchment 
axe fell, and it killed the whole series of publications 
on labour projected by the Department. The University 
of Calcutta took over the manuscript on the payment of 
wages and profit-sharing, and to it was added, by the wish 
of the late Sir Asutosh Mookerjee, a chapter dealing with 
the Indian bearings of the subject. For permission to 
publish this chapter the author has to thank the Hon'ble 
Mr. Emerson, Member of H. E. The Governor's Executive 
Council. 

The first two parts are published substantially as they 
were written in 192:1, but, as will be apparent from the text 
and footnotes, an attempt was made to bring them up to 
date as the work went through the press. Appendix A is 
another attempt, within the small compass here possible, to 
bring up to date the material contained in the author's 
Bulletin on Conciliation and Arbitration. -

\\'RITERS' BUILDINGS, 1 
CakNtia, IN/y, '9R4· J 

R. N. GILCHRIST. 
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Part I 

The Payment of Wages 

1. The Time Wage 

The methods of industrial 'remuneration may be divided 
broadly into two classes, payment by time; and payment 
by results. These two classes are by no means mutually 
exclusive, but they serve to bring out the two chief bases 
on which wages in modern industry are calculated. Of 
the two cl!\IIses, the time wage is by far the simpler and 
more straightforward method. The system of payment 
by results has many ramification-.from ordinary piece 
work to the highly complex bonus and differenti,,} systems 
ocnuected with Scientific Management. The various 
refinements of the system of payment by results are all 
modern; they are the outoc'!le of the increasing ocm
plexity of modern industry, due mainly to standardisation 
in produotion and to trade union organisation among 
work~en. The older systems were the time wage and 
the simple piecework wage, but occasionally both the 
time and the piece systems were acocmpanied by a share 
in the product-an early form of profit.sharing-or a 
bonus varying with the selling price of the product. The 
latter-the sliding SOllIe system-in the earliest stages 
was of the nature of a free-will gift on the part of the 
owner-employer; in its later stages, it became & regular 
sysk>m of payment agreed on by representatives of 
owners and workers both as an equitable method of 
remuneration and as 1\ guarantee of industrial p_, 

The oldest of aU methods of industrial remunera
t.il:>n is the time wage., Since the Industrial Revolution, 
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the time wage has very largely been supplanted 
by some kind of payment by results, but the old 
system still plays a necessary part in industry. The 
principle of the time wage is that the employee is 
paid a sum 'fixe!f according to a recognised unit of 
time, e.g., an hour, day, week, month, quarter or year. 
The longer periods, especially the quarter, half year or 
year, are used mainly for salary-earning, as distinguished 
from wage-earning employees, although in the West 
half-yearly wage contracts are still common in agriculture. 
The most usual units of time adopted for wage-earners 
are the hour, day and week. 

Nominally, the worker is pa.id so much for his services 
per unit of time irrespective of output or quality of 
~.ork, but the time unit in itself does not consti
tute an adequate basis for the payment of wages. 
On the one side, the employer demands a reasonable 
quantity and quality of work; on the other, the employee 
must have a sufficiently high wag'3 to enable him to live. 
'fhe time wage, although it may seem separate from the 
piece wage, iii.' practice has a piece as well as a time basis, 
for the workman must perform a certain amount of work, 
the results of which determine the attitude of the 
employer towards the wage contract. No employer can 
afford a worker who is either so lazy or so careless that his 
work does not pay the employer. In every system of 
time payment there is a limit of capacity, efficiency or 
output beyond which an employer cannot afford to go. 
This is the lower limit of the time wage; and its exis
tence is a permanent stimulus to workmen to keep up a 
minimum standard of work. It may be called the limit 
of discharge; employees falling below this limit cannot be 
employed because they are unremunerative. Normally. 
employers will only employ the most efficient type of 
labour, the labour that yields them the highest returns. 
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At any time employers are liable to be forced to 
employ inferior. workers if there should happen to be a 
lack of efficient workers, but no one can afford to 
employ unprofitable men. Trade union action may 
force a higher wage than t.he employer considers 
remunerative, qr it may cause hiQl to pay all his workmen, 
good and b,\d, the same, or nearly the same wage. 
By paying the inferior men a minimum wage, he 
has to reduce the wages paid to better men. But 
the emp\oyer has always at hand the final instrument of 
dismissal, and, at the lower limit, it is this instrument 
which guarantees a certain minimum amount of work 
from men paid on time rates. 

Before the Industrial Revolution, wben labour was 
unorganised, the qllestion of the minimum amount of 
work to be done by employees paid on time rates did not 
arise in the same form as it does now. Businesses were 
then smaller; the owner was, as a rule, the manager of 
the bllsiness. He knew and was known by his workmen, 
and his relations with them were sufficiently intimate to 
instil personal loyalty and regard, and, perhaps, sometimes 
fear in the employees. 'l'he personal element was a fairly 
sound guarantee of reasonably efficient work. The lazy or 
inefficient worker was not only urged by his fellow-workmen 
to do his best ~ut also worked under the personal 
supervision of an employer always present in the 
wOl'ks. The slacker lived in constant fear of disgrace or 
derision. With the growth of an organisation these 
stimuli have dilillppeared. The old personal type of business 
has gradually been replaced by the impersonal joint 
stock company or corporation. The sm!l.ll bllsiness has 
died out, and with it has gone the communal feeling and 
comradeship which characterised it. Workmen, too, are 
organised in trade unions, and with trade unionjsm arose a 
new loyalty and commun"l con!l('iousness. The trade uniOQ 
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encouraged the idea of common action among workmen 
for the betterment of wages I\nd working conditions, and 
the personal loyalty gradually was supplanted by a 
new class or trade union loyalty. One of the instruments 
advocated for the uplift of working class conditions was 
the restriction of output. With the restriction of output, 
the fear of disgrace, which previously had acted as 
a stimulus to good work, now became a stimulus 
to slackened effort. The disgrace of unpopularity, which 
previously followed laziness or inattention to work, now 
follows unusual activity or energy, for such energy 
may result in exceeding the rate laid down by the trade 
union of which .the individual worker is a member, and in 
endangering the whole policy of the working class 
organisations. 

From the point of view of the employer, the wages 
system is judged by the relative cost per job or per unit 
of product; from the point of view of the workman, 
by the amount of wages he can earn without undue 
exertion. For both the time system has certain 
advantages and disadvantages. Neither employers nor 
trade unions have yet been able to make up their minds 
whether the time system favours their interests more than 
payment by results. Where results can be accurately 
measured, employers generally favour payment by results. 
This is the direct result of the rapid growth of machinery 
and fixed capital; and it has been somewhat accelerated 
by the industrial lessons learnt in the Great War. There 
is as yet no rule of thumb either in individual industries 
or industries as a whole. At times trade unions have 
strenuously objected to any departure from the old-time 
system, but at other times they have meekly acquiesced 
in the introduction of the piece system. The main 
object of trade unions is not so much to fight for any 
one system but to safeguard conditions of work for 
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members of the unions, whatever the system. In 
certain industries the nature of work is such that it neces
sitates pn.yment by time; in other industries the system of 
payment depends largely on custom or agreement between 
masters and organised employees. In still other industries 
the unit of work so easily admits of measurement that 
payment by output is almost universal. The chief 
industries in which the type of work necessitates payment 
by time are the transport industries-such as the railways, 
tramways, carting, work on board ships, agricultural work, 
gener"l distribution work and cleriCf\I work. In some of 
these industries, sections of the work may be performed 
011 a pieoe basis. In a large number of industries, pay
ment by results is enforced by the unions, iI.g., the textile 
industrie..q, pottery and glass works, coal-mining and the 
iron and steel industries. In some industries, the actual 
system which prevails depends mainly on cURtom. In 
the building trade in Great Britain, output can be 
measured aocurately enough, but both oustom and the 
insi~tenoe of the unions ooncerned have preserved the old 
time system. 'I'he same is true of printing. In a very 
con~iderable number of industries, time and piece systems 
exist side by side, as in shipyard work, the clothing 
industry, the boot and shce trade, engineering and dook 
labour. In many of these industries, the same type of 
work is paid on the piece system at one place and on the 
time system at another. The actual system of payment 
depends mainly on local or general agreements between 
employers and thtl trade unions concerned. In a 
number of instances, trade unions have officially con
demned piece work, but have allowed their members to 
continue working on piece rates. In modern trade union 
policY, payment by results is often made the subject of 
general policy. The unions may threaten to go -.,oainst 
piece work unlt'SS the employers -.,"1'88 to other terms 
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unconnected with piece work, and employers may make 
the consideration of other subjects, e.g., hours of work, 
conditional on the acceptance of the piece rate by the 
unions. The rejection of the piece system in individual· 
cases m"y be a matter not of principle but of policy. 

One of the chief drawbacks of. the time system is 
that. it does not encourage individual effort and individual 
efficiency. This is particularly true in works which 
employ large bodies of workmen and where trade union 
induence is strong. In small works, where em
ployers are still in close personal touch with em ployees, 
it is often possible by precept or personal example, 
to encourage men to do their best. In such works, 
it is also ppssible for the employer to mak~ ade
quate differentiation in wages between efficient and 
inefficient workmen. In large works, the time system 
requires much activity on the part of the management. 
The management is responsible for the output, and any 
loss incurred must be borne by the employer or company. 
The manager has no way of bringisg losses home 
to the workmen, save by dismissal or a rednction in 
wagbS, which always 163ds to trouble. The output 
depends on the organisation of the works and on the 
selection of capable supervisors. The manager must 
also exercise great care in the selection of his employees. 
He must employ capable foremen to • drive' the workmen, 
to teach them, and prevent slacking; he must always 
be ready to introduce new machinery to replace manual 
labour. 'i'he time system thus places great burdens on 
the employer and the management; bllt, however 
efficient the management may be, the fact remains that 
the time s)stem does not permit of adequate differentia
tion between efficient and inefficient workmen. Tr.we 
unions insist that certain minimum rates shall be paid 
inespective of the ability of the individual employee. 
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Were the rate of wages determined by supply and demand 
alone, the employer might be able to make such differentia
tion. He would be able to pay bigh wages to bis best 
workmen, .and to grade the scales downward according 
to his esl,jmate of the efficieucy of his men. Trade 
union II.ction prevents the rate from falling below a 
certain minimum, with the result that all the workmen, 
good, bad and indifferent, tend to be paid the trade union 
minimum and no more. It is almost impossible for the 
very efficient workmen to get a higher rate of wages than 
the inefficient workmen; fOl', if the pay of one or a few 
men is raised, the other workmen usually claim that they 
too are entitled to the rise. Refusal to give such a rise 
lends to internal strife and perhaps ultimately to prolonged 
strikes which mean loss to the employer and probably 
failure to estahlish his principle. By elaborate records of 
work, it may be possible, in some instances, to grade 
workmen according to ability, but on the whole trade 
union policy acts as indicated, and, to save trouble, the 
employer does not seek to differentiate, but is conlent 
to pay all on one level. 

This is satisfactory neither to the employer nor to 
the good employee. The employer wishes to get a maxi
mum output with minimum cost and is always ready to 
encourage the oheapest olass of workmen. The cheapest 
workman is the best workman, the workman who gives 
the maximum output with minimum wastage. It always 
l"1&ys the employer to ~ive high wages for good work; 
high wages in this sense mean low costs. The capable 
employee dislikes the system by which, although he 
knows his work better thl\n that of the other workmen, 
he cannot receive an adequate relative re_rd. The 
higher limit of the time wa;e system is promotion to 
foremen's jobs, or oocasionl\lly even higher jobs; but 
foremen's jobs are few. This may cause the efficient 
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workman to chafe under the system. and he may prefer 
to go where his efforts will be commensurately rewarded. 
In some cases where trade unionism is too strong for 
him, he may prefer to leave his country altogether and 
go to a land where individual initiative and ability have 
a proper outlet. This course was by no means un
common in Great TIritain in pre-war days. Many work
men preferred the wider opportunities of Canada and 
America tQ the restrictions made by trade unions in 
their own land. 

Leaving aside the extra efficient and pushing work
men, the time sy!tem holds attractions for ,the ordinary 
worker who is content to carryon from day to day or 
week to week without either undue exertion or ambition. 
Still more effective is it for the careless or lazy wQrker, 
whose main object in life is to get as much money with 
as little effort as possible. For such the time system, 
aided and abetted by the trade unions, guarantees a living 
wage without undue ~xertion. The qnality and qnantity 
of his work are matters of indifference to him, provided 
that for the time being he can satisfy the demands 
of his foreman. The time wage, moreover, tends to 
create similar social groups of workers. These groups 
all earn similar wages and, if their ambitions are 
confined to their own groups, they all have a similar' 
social status with similar tastes and expenditure. Rises 
or falls in wages affect all in the same way and incite 
them either to common resignation to circumstances, or 
to common action to better their lot. Their interests are 
thus confined to the interests of their own social class. 
Such workmen are not affected by consideratioos. of 
output, efficiency or individual effort; they are cootent 
to carryon as their brother-workpteo carry 00, and to 
share in their fortunes, In every such group, from time 
tQ time, exceptional individuals emerge who are not 
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oontent to accept the recognised standards of the group. 
Thelie individuals wish to better themselves, and it is 
precisely for such individuals that the fiat rate of the 
time Aystem is most unsuitable. 

In oertain types of work, the time system is inllvitable ; 
in other types of work, although it is not actually 
inevitable, it is advisable. This is particularly the case 
with work whioh requires highly speoialised skill involving 
meticulous care or original creation. Such work cannot 
well be gl\uged by the piece, because it is extremely 
difficult, if not impossible, to set fair standards by which 
it can be paid on an output basis. Work of this kind; 
moreover, requires oraftsmanship of a high character 
and the workman usually takes pride in his work, 
irrespeotive of the wages received. To pay such 
work by the piece would be to give an incentive to 
hurried or sCl\IDped work, and, in a competitive system, 
the interests of the firm as well as of the individual 
workman are best served by preserving the highest 
possible standard of product. Work of this nature 
is more closely allied to the salary than to the wage 
system. Professions, and practically all independent 
lines of work involving original creation, do not require 
the same stimuli as docs wage earning. The salaried 
professions are predominantly paid on a time basis, 
but work of the proFessions· is judged on different 
standards from work of wage-paying industries. The 
professions provide stimuli both in prospects and in 
the inherent interests. of the work which industrial 
work does not. In most wage-paying work, the manual 
workl'r looks upon his task as a disutilit1. This 
fundtunental fllct is becoming more marked as the 
orgl\nisation of industry becomes more specialised. 
Work which the ordiDaf1 opemti"e has to perform 
is of a routine and uninteresting character. Highl, 

i 
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-specialised subdivision of work in individual concerns, 
the growth of standardisation of products, and the 
clear-cut caste distinctions between workmen in 
individual works is tending more and more to disconnect 
the individual worl,man from the main current of the 
works. Workshops are tending to be divided into units 
or sections and the workman mOl·e and more is losing sight 
of the unity of the work. ~ach worker has his own small 
task. Perhaps it may be only the making of part of a 
screw, or a bolt,or the p"lishing of a bit of steel. Once 
his job is finished and has passed the sectional foreman, it 
passcs on to another workman who adds to it his small 
contribution, and so on, until ultimately it is marshalled 
with other pieces when the finished product is put together 
in a yard which the factory operatives never visit, by 
mechanics they may not know even by sight. The finished 

-product is ultimately the work of huridreds of operatives, 
not one of whom has really a personal interest in the 
efficiency of the finished article. In the old days of small
scale production, when perhaps half a dozen workmen CQ

operated in making a machine, each one had an individual 
interest and pride not only in the product as turned out 
of the workshop, but also in its subsequent history. 
Under the present system it is unreasonable to expect 
any incentive to good work to arise from the interest the 
individual workman has in the product which he helps to 
produce. Such interest now belongs to the higher staff
the staff which lays the plans and which sees the results. 
IIi every factory there are some workmen who take pride 
in the perfection of their own individual share of work, 
but in large factories work is reduced to such small 
limits that it becomes almost mechanical. The interests 
of the workman in the product may thus be said to vary 
in direct proportion to his own share of work in the 
product. The smaller and more mechanical is his share, 
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in "producing a motor car or steam engine, the" lesS IS 

his interest in knowing how that car or engine ultimately" 
stands its tests or serves its owners. The individual 
workman is only one of the many thousands who have 
helped to put the car 01' engine into being, and his como" 
munal interest in it is a negligible fraction of what: 
it might have been had the product been the result of: 
months or years of personal care, supervision and "handi
work on his part and the part of eight or ten fellow~. 
workmen. 

Large-scale production tends to reduce the wage" 
system to a mechanical level. It removes the incen. 
tive of the worker to personal exertion through persona!: 
interest; the creative or scientific interest has now passed· 
to employers, m,m'lgers and planners. The onus has' 
ohangt'd from the wage-earner to the salary-earner, and, 
the former comes to look upon the wages system as a 
device by which he is enabled to live in a given social 
clas.'1, and by wbich he can better himself by means of 
com hi ned action with his fellow workmen. 

Insomuch as the time wage does not provide sufficient" 
inol'ntive to the workman, the employer as a rule considers 
it costly. Not only does he have to p!ly a workman more 
than he might have to pay were output taken into 
a()('ount, but his ove.-head charges of machinery, plant. 
interest, eto., are I't'latively increased. Time wages 
Dlt'8n high oosts of production. High costs of produotion, 
employers argue, m'lst ultim!ltt'ly mean low wages. 
High W8~S the wise employer does not grudge, for 
when aCl'Om panitld by efficiency they mt'lln low costs 
of production, whicb is precisely wb'lt every employer 
claims to Rccrue from p.'\ymeut by results. Many em
ployers go even further and amplify the simpler systems 
of pi_work by more I't'COndite systems in oroer to 
encourage workmen to exert themselves more and more. 
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Such exertions may double, even treble, wages: but by 
giving a bigger output and lessening overhead charges, 
the ability of the employer to pay them is increased. 

In the nature of the time wage itself there is ·nothing 
to prevent an employer from m3-king distinctions among 
his workmen according to ability or output. An employer, 
in theory, may quite ensily give extra time pay to 
specially efficient. men. Some trade unions indeed allow 
for such. discrimination, e.g., in the furniture tralle in 
Great Britain special rates of wages are sanctioned 
for different types of work. Such distinctions m 'y be 
made fairly easily in small works in which the owner is 
in close rersoIial contact with his men. In large works, 
a certain amount of flexibility in a time wage system, may 
be achieved by dividing and subdividing the workmen 
into craft groups or wage classes to each of which groups 
or classes a wage is granted according to the ty pe . of 
workmen employed, the skill of the workmen, the supply 
of workmen, collective agreements, etc. In some cases, 
although craft groups are not created, firms encourage 
men to stay in their employment and to serve them 
efficiently by giving them additional wages for continued 
service. An incremental system of this kind usually 
implies that only the best type of workman is kept on, 
and that, with the increasing years of service in the !l3me 
firm, the workmen tend t.o have a loyalty to the firm 
which is reflected in good output. Theoretically, these 
variations of the flat time rate are possible; in mooern 
large scale works they are not very practicable. The 
creation of numerous wage classes wiLh separate Rcales 
of wages and the possibility of promotion from one class 
to another requires not only careful individual supprvi
sian but the keeping of accurate records of individual per
formance. In work done on tbe time system such reoords 
are not only diffioult to keep but are ofton unsatisfactory 
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when the employer or manager comes to compare them'. 
In practice, few firms take the trouble to keep such records, 
and as a result practically the whole of the workmen on, 

'the time'rate of pay are treated alike. J<Jven were the' 
employer to keep records, the probability that the results. 
of these would be accepted without question by the men 
is so small that he prefers either to pay them all the same 
on the time basis or, if he is going to make a differentia
tion at all, to change! to the pillca wdge. N or again, in 
a large works, is it possible to differentiate between men 
on an incremental system. Younger and more agile men 
are apt to be dissatisfied if their work produces more 
output than older men who receive a bigger wage. Thus, 
in spite of the theoretically possible distinctions in: the 
time rate, the fact remains that the time system on the 
whole does not make adequate provision for the employee 
who is most remunerative from the point of view of 
the employer. The employer cannot pay him extra with~ 
out oreating dissatisfaction among the majodty of his 
workmen, and the ultimate effect on the employee himself 
is that he tends to be discouM"aed and to fall back among 
the rank and file of his olass. 

Where work can be measured on the piooe b&sis and 
where the workmen are actually paid on the time basis, 
there is always the possibility of the employer deciding 
to ohange from the time to the piece system, This 
oonversion may take place allover the works or only in a 
part of the works. In some C&'''8S b,th piece and 
time systems co-exist on different processes. When con
version from the time to lhft pil'l'8 basis takes place. 
piece rates as a rule are fixed on the work done previously 
on the time blWs. Time-workers are thus alw"1s faced 
"'itb the possibility that when tbe piece rate is fixed. the 
basis adopted will be the work actually done on the time 
ba...~s. A fast time rate may thus possibly mean a loll' j 
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piece rate. Where workmen's combination is strong, thlti 
undoubtedly militates against efficient time work, and u 
one "of the chief causes of the unpopularity of time work 
both with employer and employee in work where therl 
is the possibility of the introduction of the piece rate. 
Real as· the difficulty is, it is not insurmountable. It 
lLrises only' because the workmen suspect the motives 
of employers iii chunging from one system to the 
other, and, . wer.e means adopted to eradicate such 
mspicion, the efficiency of the time rate might not 
be impaired. A possible solution of the difficulty is the 
lixing of time rated for long periods with 1\ definite 
~uarantee that in no case will good t;me work be taken 
1.8 It basis for fixing low piece work rates later. The 
lifficulty . is practically all on the side of the woclcers and: 
f they were safeguarded against unscrupulous emploYl'rs 
'rom possible. future disadvantages of good work on the 
,ime basis, the time· wage might resume. its former 

Jopularity.The fear of conversion from the time to the 
piece basis also adds to the difficulty mentioned in the 
previous paragraph. Extra efficient workmen tend to 
be unpopular with their fellow-workmen in the fear 
that the p~ce they set may be ultimately taken as a 
standard for the piect' system. 

From the point of view of the employer, the time 
system is said to be favourable because of the simplicity 
of the method of payment. Time wage calculaticn 
requires no elaborate records; the pay roll is made up 
mainly from the attendanc,} register. On the other hand, 
the employer argues that time WOl"k does not give an 
adequate measure of stability in cost, becausc the cost 
per unit cannot be so easily ascertained. "Wages under 
the time system form a more uncertain element in costs 
than under the piece system. Accurate quotations are 
accordingly more difficult when wages are paid by time. 
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This objection in itself is not important, as in practice 
it has been proved that c01ting can be done almost as 
scientifically under the time system as it can be done 
under the piece aystem. Certain types of work, it is true, 
lend themselves more easily to the piece system than to 
the . time system, but it is equally true that other types 

. of work are better suited to the time than to the piece 
system. Thus, where output cannot be easily or fairly 
reokoned, or where the nature of the work is such that 
the variou8 seotions cannot be properly app?rtioned, or 
where the blame for defeotive work cannot be fairly plaoed 
on the pieoe system, in work requiring great care or 
exquisite workmanship, Clr in work requiring highly 
spt'oialised skill, and in many types of repairs, the time 
basis is not only fairer than the piece basis, but gives a 
more adequate gauge when costs are made out. 

From the point of view of the employer the time 
. system is unfavourable because of the amount of super
vision it requires. In the absence of special stimuli, the 
men have to be urged by supervisors, foremen or bosses. 
The piecework system and premium bonus systems both 
provide their own stimuli, but it mus' he remembered 
that the output system requires a large cleril'al staff and 
examining staff. If the time system requires driving, \ 
the pieoe oystem requires examination and registration •. 
The time system gin's less incentive to scamped work 
than does the piece system. From the point of view of 
extra oos' of supervision, 'here fore, each system has both 
its profit and loss aspects. 

Generally speaking, the tendenoy iu modern industry . 
is, wherever possible, to replace time wages by pay-: 
ment by results. In a large number of industries and 
Ilt'rvioes, of coursl'. it is impossible from the nature 
of the work to pay the employet'S by output; but even 
in those types of work employers usually try to introduee 
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piecework payment where the nature of the work 
admits of such. The time system has become unpopUlar, 
but several attempts have been made at securing the 
advantages of the time system with the advantages of 
the piece system. Employers and employees alike agree 
that, on the one hand, the time rate does not give 
sufficient incentive to efficicncy and, on the other hand, 

·that it is unfair to pay all workmen the same wage 
irrespective of their ability or energy. With the develop
ment of Scientific Management, of which more will be 
said later, efforts have been made to combine the task 
system with the time system. Scientific study of the 
wages problem has tended to make industrialists look 
into conditions of work as well as into conditions of 
payment. Tbe conditions of the task may be easy or 
difficult, normal or abnormal, pleasant or disagreea' Ie, 
and even in very large works it may be possible by 
mutual agreement between managers and workpeople. 
to regulate the time rates according to the circt.lmstances 
of individlll\l task!!. Again, the introduction of new 
machinery may mean either increased or decreased effort 
Of. responsibility according to its type. With increased 
,attention paid to items such as the efficiency of individual 
'machines, the state of repair of machinery, the amount 
,and accessibility of material, it is possible to make 
adjustments in the time wage system. The most pro
mising adjustment is a combination of the time and 
piece systems, known as Task Work or the Stint System, 
which is intermediate between time and piecework. By 
·it the worker is given a certain amount of work per hour, 
.day, week or month. He is paid on the time basis, I1nt 
if he does not finish the prescribed taSk within a given 
time, a certain amount is deducted from his wages. The 
pure tssk work system that used to prevail in industry 
is not common now-a-days, but the princiI,le of the task 
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work systt'm is employed in industry, because the manage
ment has always at hand the instrument of dismissal 
which urges the worker to do his given task. Scientific 
Management provides means whereby individual perfo1'
mances and capacities may be calculated on which fair 
day waglls may be reckoned, and it is possible that, with 
the new studies which Scientific Management has started, 
the time system may resume both its former popularity 
and utility. 

8 



2. The Piece Work Wage 

Pieoe work wages or pieoe rates, in theory, are 
fixAd on the basis of work done, not on the time taken 
to do work. The employer pays for aotual work 
done, or produot, acoording to certain standards agreed 
upon between himself and workmen. Each job is 
• prioed,' and the operative reoeives the price when 
his job is satisfactorily finished. Normally, the price is 
fixed for a job of ordinary or average quality, performed 
under the ordinary conditions . recognised in the 
trade or works. Once the price of the work is set, 
the employer theoretically is not conoerned with the 
ti~e taken on the job or with the worker or the 
distribution of the work among the workmen. He 
knows how much he has to pay for a piece of work, 
and when the work is done to his satisfaction, he pays. 
In praotice, the employer has to be oonversant with the 
details both of pieoe rates and of the works organisa
tion, for the piece rates lead to many disputes and, of 
course, vitally affeot the profits of the concern. To the 
,,'orkmnn, the price of a job and the distribution of the 
work is of most intimate importance. Piece rates, 
normally, are introduoed into works after a period of 
time wages; and when a ohange from the one system 
to the other is proposed, the normal workman caloulat~ 

how much he itllikely to earn on Lhe piece system per 
day or week, as compared "'ith his previous earnings on 
1\ time bMis. Not only will he calculate the amount he 
is libly to E'arn under the new system, but he will also 
debate with himself whether it will take more effort on his 
part to earn a • decent' daily or weekly wage than was 
required previously. He lI'ill also take into oonsideration 
the distribution of the work, f!.g., if his particular 
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type of work depends partly or wholly on the joint efforts 
of himself and other workmen, he will reckon how far 
their effort or lack of effort will affect his earnings. 
In his calculations he will be guided. by his conception 
of a fair wage on a time basis. He is not likely to accept 
the piece system if he is to get the same return for his 
work as he did under the time system, or if, for only a 
slightly improved wage, he has to expend much more 
energy. The employer, on his side, is not likely to grant 
a piece rate which, in his opinion, will seem to result 
in an excessive daily or weekly wage to the operative, as 
compared either with the prev.ions time wage standard 
in his own works, or the current wages for the same 
or similar work in his own or similar industries. In 
all probability, to increase output the employer will 
endeavour to fix the piece rate so as to give higher wages 
pet' week for what he thinks an honest day's work. He 
will offer sufficient inducement to the men to change from 
the time rate to the piece rate, but no more. Each party 
to the piece contract is influenced by the old time rate. 
In theory, time and piece wages are independent: actually 
they are interdependent. In time wages, there is an 
implicit understanding on' both sides that a certain 
amount of work must be done; in piece wages, both 
sides similarly recognise that the wages paid, measured 
on a daily or weekly basis, must be such as compare 
favourably with ordinary time wages. 

In the transferl'nce from the timll to the piece system, 
the most common method of fixing the latter is to take 
an average of output and time taken per joh, measured 
over a period of a few months. Piece rates are fixed 
so as to give the workmen a better wage....:..either a quarter 
or half more than he earned under time mtes. With the 
growth of scientific costing, there is a tendency for 
employers to depart very largely from the time basis in 

;, 
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fixing pieoe rates: the pieoe rates in suoh oases are 
settled acoording to oertain soientifio data aso.ertained 
after Ilo detailed study of the operations involved in a job. 
Pieoe . rates fixed in this way will, in all probability, far 
exoeed the prevailing time rates or the pieoe rates ourrent 
in other works where similar soientifio observations are 
not made. T4e piece rate in suoh oases may seem to 
result in excessive wages, but such excessive wages may 
really mean cheap wages to the employer. High wages 
do not mean high costs: under the circumstances 
mentioned, they would mean low costs-for the high 
wages are assumed to be aooompanied by a high output 
Ilond reduoed overhead charges. 

III its most literal sense, piece work means so much 
per man per job. In its actual application it admits of 
all shades and varieties. O~e of its most common 
applications used to be-and in many countries still is
the contract s~tem. By this system an employer gives 
80 much to-a contractor, or a sub.contractor, to do a 
oertain piece of work. The oontractor provides the men, 
and pays them on any system he cares. The employer 
has relations only with the contractor: it does not matter 
to him how the- men are hired or p&jd, provided the 
work is completed according to contract. The employer 
provides the material and the prioe of the job: the con· 
tractor the lllobour. As Ilo general practice the contract 1 
system is now out of use in the West: it is still common 
in India. Contract piece work was the principle of the 
once common '!?utty' sIstem in coal mining in England. 
'IheOOntr&otor (' butty ') was paid a price per ton for 
getting coal out of a set seam or area. He engaged his 
workmen on Ilo time basis, and the difference he himself 
kept as his own remuneration. It was in the contractor's 
interest to get every ounce of work oui of the men. 
The butty system led to many abuses and it has not been 
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able to survive against the power of organised mine labour. 
Where it does exist the contractor has not the same power 
ashe used to have over the pay of his men. • Piece 
masters' used also to be common in some trades. ! Piece 
master' is another name for contractor, but the control 
of-such intermediate employers in organised industries 
has now been tempered by collective agreements. 

In many large industries at the present time there 
exist types of contract piece systems. Spinners still 
control their own piecers; in engineering works, charge
hands engage gangs or squads to do certain types of 
work; in dock labour, squads of labourers are engaged 
by contractors for specific jobs. In all these, and other 
cases, however, the power of contractors is limikd either 
by definite agreements or by special superVision. 

1n many jobs capable of measurement on a piece 
work basis, the price can be calculated only collectively. 
The exact output of the individual worker cannot be 
~auged. In such cases some type of contract system is 
unavoidable, although there may not be an actual 
intermediate contractor. Either the whole body of 
workmen employed on the job may be paid a set sum 
on a piece basis, or some selected men (e.g., the foremen) 
may be paid piece rates and the rest paid on time rdtes. 
In the dyeing industry in Yorkshire, definite tasks 
are performed by squads or. "sets' of workers of 
different sexes, ages and skill. These workers are rated 
on a time basis, but the work is assessed on II piece 
basis. The balance between the time and piece total 
rates is given to the workers iu proportion to their 
time wages, and the hours worked. In shipbuilding yards. 
squads of rivetters include actual rivetters, holders-up 
and labourers. The first two are paid piece rates at II 

I , 

rate fixed by their uDions; the last, who belong to a 
separate union, are paid on a time basiS. 
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Collective piecework may be arranged among workers 
themselves, independent of employers. Thi9 is known as 
'fellowship' piecework. By this system the works office 
pays ",n dues to the men in proportion to their time rates" 
and the hours worked. The men then distribute the 
wages according t.o a rre.arranged plan of their own. 
As a rule only small bands of men in the same trade or 
shop adopt this method. In some shops, where the work 
is partly piece and partly time, the men agree to ' pool' 
the earnings at the eud of each week. These, and 
similar systems. are more in the" nature of friendly 
agreements than definite systems of payment. In some 
O&86S, the work is such that the earnings must be pooled, 
to secure fair payment. In work with many suooessive 
shifts (as in night aud day work) or in work requiring 
different sets of workers in succession for separate 
prooesses, payment by results can be apportioned only by 
pooling. 

Oolleotive piecework has many other forms, but the 
principle of all is the same. The extent to which it is 
praotised va.ries largely acoording to the trade union 
organisation of the industry concerned, and to the separa
tion between skilled and unskilled workmen. Where 
there is a distinct separation between these classes, 
unskilled workmen are usually excluded from collective 
agreements. There is less likelihood of their exclusion 
where the distinotion is not marked. In oases where 
the unskilled workers are given a time wa,,'"6, there is 
distinot hardship, as the standard of the piece worken 
tends to be applied to them. They have to work at 
piece rate intensity to 6IU'Il a time wage. 

Ordinary piecework is bed according to the output 
of the individual worker. An initial diffioulty in starting 
pieoework rates is the measurement of the output. 
In many cases it is easily calculated by reoognised 
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measures of weight, length, breadth, etc. In highly 
standardised products; each product, though not measur
able in such· units, comes to have a recognised price 
in relation to the work done. In such cases the 
piece system is simple and easily applied. The employer 
knows to a fraction what the labour cost of each article 
is; the employee is sure of a wage which will repay his 
skill and energy. In a large number of products the 
processes are not so easily measured. Collective piece
work to a certain extent may meet this difficulty, but 
where· the payment.is made on an individual basis, the 
time wage is sometimes brought in to supplement the 
piece wage. A minimum time rate is guaranteed, and 
the piece rates are fixed above this rate, usually by 
collective agreement. Even where no euch time basis is 
actually stipulated, the employer is influenced by it in 
fixing his piece rate. Piece rates are fixed at a higher 
level than time rates. The percentage of increase is 
usually from 25 to 50 per cent. or .. time and a quarter" 
and .. time and a half." The actual rate fixed depends 
largely on collective bargaining. The trade unions 
usually press for a guaranteed minimum time wage with 
a piece rate as high as possible above it. The employer, 
on the other hand, always wishes to arrange his rates so 
as to encourage the maximum output, i..e., to fix a piece 
rate only. 

One of the obvious advantages of the piecework system 
is that payment is possible according to work done. We 
have already seen that the time system implies a 
certain amount of output, but the actual output of a 
worker under the time system is measured only in a very 
general way. The piecework system requires accurate 
measurement of the product. It ,~ts a standard of judg
ment for the individual worker, who is paid according to 
his ability, which includes both his skill and his energy. 
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The skilful and quiok worker is paid b~tter than the 
unskilful or lazy worker. }'rom this point of view the 
piece system may be said to be fair both to the employer 
and to the worker. The employer pays for what he gets 
and the worker gets pay for what he does. The time 
wage is useful for the easygoing workman who is 
satisfied to plod along with a living wage and to 
live as othel's in the same works live. The piece rate 
gives scope for individual energy and initiative. 'l'he 
average workman gets a living waite; the mOI'e than 
ave age mnn gels more than a living wage; the excep· 
tional workman gets a very high wage, and the poor 
workman pays the penalty of his ignorance or laziness. 

From the employer's standpoint, pieoe wages are 
advantageous because they t'noourage large output. In 
the United States it has been caloulated that the normal 
inorease on output where pieoe rates supplant ti me wages 
is about 25 per cent., and this figure may be taken to 
represent a fair average of inorease for all industries in 
all countries. The actual inoreased output is not the 
only as.et of the piece system. The oost price per unit of 
output i. also reduced, for the overhead oharges are less 
per unit in a system where work is done fast than in one 
where the output is Rpread over longer time. 

Certain oullateral advantages to both employer and 
workman may be olaimed for the pieoe system. Not 
ollly does the direct incentive of the piece rate produce 
an increased output, but the workmen also contraot the 
habit of concentl'&tion. This, of course, is far from an 
invariable rule; but that a direct reward for personal 
exertion does produce this result in "large number of 
oases there can be no doubt. IncreASed energy and con· 
centration, Bgain, mlly lead to reduced working hours and 
more opportunitil"S for reoreation and welfare activities. 
which in their turn increase efficiency. The piece system 

'i 
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also encourages both employer and workman to make 
workshop organisation as efficient as possible. Faultiness 
in material or tool~, bad arrangement and disorganisation 
of supplies quickly lead to complaints from the workmen, 
for their earnings are reiluced from such causes. The 
output likewise suf'fer~, and employers are ready to 
remove all causes for such complaints. Piece rates 
thus tend to efficiency among both workers and 
management. Another collateral result must also be 
taken into account in fav .• 1l\' of piece rates. Insomuch 
as his own energy and inithlive are directly rewarded, 
the workman 1\180 becomes an organiser. He has to 
think for himself in order to get the maximum out of 
his time and effort. In a way it may be held that the extra 
earnings of piecework may be debited to expenses of 
management. In some cases, clever workmen invent 
new processes, and materially alter the whole organisation 
of the works. 

This is one side of the picture. It would not be safe 
for any employer to go on the supposition that increased 
concentration-_ leads to better work. It often does the 
opposite. One of the chief arguments against piece work 
is that it leads to hasty and careless work, or "scamping." 
Some workmen not unnaturally try to turn out their 
product .. s fast as possible, for the greater the heap of 
finished articles beside them the better is their pay. 
Quantity not quality is their chief aim. Scamping may 
be said to be more the result of a low moral standard 
among workmen than an inhprent defect of the 
piecework' system as such. But workmen are not all 
gods; in every works there is a number of men who wish 
to get as much as possible for as little as possible, and the 
existence of this type of workman increases the cost of 
production by necessitating a staff of supervisors and 
inspectors. Scamping is a complaint which is not 80' 
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,common now as it was formerly. In theory. the mire or 
scamping is a higher ethical standard amongst workmen; 
in practice, the cure is supervision, inspection, rtlduction 
of rates and in extreme cases dismissal. Increased 
inspcction means increased staff and expense, but, as 
against time work, it must be kept in mind that' the timp. 
system requires foremen. 

From the point of view of the workman, increased 
concentration is objectionable because it wears him 
down and reduceR the earning capacity of his later 
years. 'l'he so-called 'speeding up' of piecework is 
largely offset by reduced hours, and e'l"en time-work has 
the disadvantage of the driving of the foreman. The 
old argument that piece workers tend to work during 
rest intervals is discounted by the fact that stroh intervals 
are usually made compulsory. Both factory legislation 
and economic considerations prevent workmen taxing 
their strength during 011 periods. Employers cannot 
allord to run expensive machinery for a few extra 
energetio men. 

Workmen complain that inventiveness or initiative 
on their part often means reduction in rates. Both 
employers and workmen benefit from new processes, 
new inventions and improvements. The apportionment 
of the shares of suoh benefits is a very vexed question: 
It is obviously advisable to relVard the individual inventor, 
I\nd it is unfair to ' out' rates when workmen invent new 
processes, although it may be neoessary subsequently to 
revise rates in ol-der to earn the benefit of the inventions 
or'improvements for all concerned. It has been estimated 
that, under avel'l~ oonditions, about 88 per cent. of the 
benefit accruing from inoreased output goes to labour. 
Apportionment of ~nefit arising from new inventions 
in'reduced by the mana~ment is much easier than when 
the improvements are eltectfll within the works by the 
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workmen themselves. Under such circumstances it often 
pays the management to give all the benefit to labour: 
otherwise labour is apt to question the good faith of the 
management both in fixing rates and in encouraging 
efficiency. Revision of rates after such inventions may 
nevertheless be necessary, and only a free amI frank 
discussion with the workmen can settle satisf <ctorily 
the relati ve shares of gain ur loss. 

The fundamental difficulty of all systems of }l'lyment 
by results is the fixation of the basic rate. The fil',it step 
in fixing this rate is the definition of a job to IlJ dime. 
Each job requires certain raw material, to:>ls and 
machines, and much depends on the type of matel'ial and 
its supply, the kind and condition of the tools, and the 
quality and 'speed of the machines. The definition of the 
job is more complicated the further the product departs 
from purely standardised work or repetition work. It is 
also of considerable importance to the worker whet.her a 
a job is very short, short, long or a very long one. Under 
certain conditions short jobs are more remunerative; under 
other conditions long jobs may be preferred. Once the job 
is defined, the' time in which the job should be done has to 
be settled. In short jobs, the time is usually fixed for a 
Dum ber of pieces, e.g., four hours for 600 pieces; in longer 
jobs the time ma.y be fixed as a unit after a reckoning is 
made of the aggregate of times required for the different 
parts of the job. Then the grade or type of labour 
required has to be decided. If the highest type of labour 
working under a previous time system ill required, the 
~eekly or daily wages of that grade of male labour will 
serve as a starting point for fixing the rate. If women are 
to be employed, the rate will probably be lower, as it will 
also be if a lower grade of male labour is necessary. Once 
these factors ha.ve been decided, the rate! must be fixed in 
relation to • piece intensity.' The worker must be given 
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a decided incentive to exercis'3 his energy, skill and 
ingenuity, and the employer, recognising that the old time 
ratl!' will not aot as such, will grant' time-and-a quarter • 
or 'time-and-a-half' as the basic rate. A few greedy" 
employers, taking. advantage of unorganis6d labour, 
may try to set lower standards and trust to 'driving' 
by foremen to increase the output. Such employers, 
fortunately for the piece system, are rllre. 

The piece rate is more often than not set in a very 
haphazard way. A common method of fixing the piece rate 
is to take the average of time and product for a period of 
some months under the time rate. This, 1\8 we have seen, 
often leads to slacking among time workers to ensure 
favourable terms. Scientific Management aUempts to fix: 
rates by elaborate examination of processes on a scientidc 
basis, but this is relatively new and the principles have not 
yet been universally ~ccepted. far le!!8 applied. It often 
happens that the piece rate is faultily" determined and the 
empillyer may find it necessary to alter it. The records 
of his wages books may show that the men earn too much 
as compal'ed with the time system or with similar workmt'n 
in other shops; or he Illay find his wag"s cost too high. 
He may even find his pronts inoreasing disproportionately 
to wages, in which case he may raise the piece rate. 
Raisiug the rate is a simple matter; its leads to DO 

dispeace. Trouble arises when he finds it necessary to 
lower, or as it is usually known, .. cut" the rates. Rate 
.. cutting" is the bane of piece work. 

Much of the rate " cutting" is due to initial mistakes 
in dxing rates too high. 'l'his may arise from three 
causes-dl'!lt, careless or unscientific eXllmination of the 
jobs, second, the desire of the employer to encoura"oe 
the men to change from time rates and to increase 
output at once; and third, pressure from the trade 
unions. It is immaterial from what cause the faulty 
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setting· arises; subsequent alteration downwards leads 
to no end of trouble. Workmen are apt to call all 
alterations by the derogatory, even warlike, name of 
.. cutting," but changes in rates are inevitable. "Cutting" 
applies usually to alterations which the workmen consider 
unjustifiable, which are a.rbitrarily carried gut, without 
reference to workmen's organisations, .or which are 
effectt>d by evasions or tricks. Times come when rates 
must be revi8ed. Revision is distinct from cutting, 
though some workmen look on all moves downward 
as cutting. Revision may be necessal'y because· the 
Qriginal rates were Set too high (or too low); or because 
new machinery or inventions have been introduced; 
or because trade c'lnditions have changed for the 
worse. Piece r'ltes, like wages generally, may have to 
move to suit changt>d conditions in industry as a whole 
or in the particalar indu~try in which the change is 
effected. Trade union pressure may help to prevent a 
downward movement, but unions in themselves cannot 
keep wages at a level which is unprofitable to· the 
employer. An economically false standard of wages cannot 
last for ever~ It is self-destructive. 'l'he revision of" 
rates is thus necessary to keep wages at an econo.nically 
true standard. But workmen demand a fair and 
reasonable living wage at any time, and piece rates 
must not be revised or cut in such a way as to penalise 
the operative for his extra effort. When a good case 
for revision arises, the only satisfactory method is 
for the employer to take his men into his confidence. 
He must rE'sort to nothing which they may interpret as 
underhand, but fully and freely explain his reasons 
and proposals. Aupporters of Scientifio Management 
claim that by time study it is possible to safeguard rates 
against .. cutting," but it cannot safeguard rates against 
revision, Given normal trade conditions, rate setting 
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by Scientific Management is probably the best safeguard 
against abuse, but Scientific Management does not preclude 
the· necessity of employers discussing their difficulties' 
and proposals with the representatives of their workmen. 

Large employers of labour now generally recognise 
the evil effect on their workmen of rate "cutting." Not 
only dOHs it dishearten the workers and destroy 
their morale; it also often leads to reprisals. A common 
form of reprisals is restriction of output, which, though 
it may injure the workmen, is calculated to injure the 
employer more. Slacking, or as the Americans call it,. 
.. soldiering" in piece work is mutually destructive and 
is used by workmen only in exigencies, Employees 
suffering from .. cuts" usually refuse to revert to time 
rates, and time workers in the same works are apt to 
make it difficult for employers to set piece rates. 
Reprisals may take other and more insidious forms, and 
it is wise for bot,h parties to avoid the causes. From the 
point of view, of the nat·ional dividend, such friction of 
course is obviously wasteful, and it is in the national' 
intel'6st that, where workmen and employers fall out 
from the above C,\uses, means should'be devised to induce 
them to agree. 

On the whole, trade unions are antagonistio to the 
piece system, and to its refinements, bonuses, 
premiums, nnd differential rates. Their antagonism is 
often more theoretical than actual: indeed, in some 
industries the piece ra.te system is enforced by the trade. 
unions, as in the cotton trades. In some industries the 
unions themsel"es cannot agree on the issue of time ~ 
piecework. 'I'he BI'itish furnishing, building and wood· 
work trades have consistently opposed piecework; in 
engineering and coal-mining, where the pieoe wage is 
common, the unions have said ODe thing at one time and 
another at another. They rarely interfere with the 
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piece rate in practice, though they may pass resolutions 
against it. It may be fairly said that, where labour is 
well organised, the piece wage does not lead to abuses, 
although it often produces irritation. Where it does 
lead to abuse is in the less organised trades, or, roughly, 
those now covered by the Trade Board Acts. These Acts 
have to a large extent eradicated sweating from such 
trades, and, with the disappearance of sweating, another 
of the arguments against piece rates falls to the ground. 

From the trade union point of view, piecework is 
objectionable because it tends to break up the solidarity 
of labour. By differentiating between men, it tends 
to create disunion, as compared with the flat rate of the 
time system. This argument is somewhat theoretical, 
as piece rates tend to keep unions more active than time 
rates, even though there may be more varied interests 
reprE.'sented in each union. To the employer one of the 
most pronounced advantages of piecework is that it 
enables him to reckon his labour expenses very accurat,e-
11. Such reckoning is of much value when a manufac
turer makes competitive . quotations. The ease with 
which such'costing is possible, however, varies consider-

. ,ably according to the type of work done and the piece 
rate involved. It is easy, for example, to reckon the 

,cost of labour in processes where each workman is turn
ing out so many units of easily measurable material. 
Where many piece rates and many processes involving 
piece rate pay are concerned, the costing is by no means 
RO easy. With the development of more scientific 
methods of costing the old argument in favour of piece
work is losing much of its ground. Many scientific cost 
accountants at the present day consider that it is easier 
to make cost accounts on a time basis than on a pieCE.' 
basis, especially where the piece basis is complicated 
by the interlinking of processes and systems. 
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From the above discussion it will be seen that piece
work, like time work, has its good and bad points, its 
partisans and . its enemies. That it is a useful method 
of remuneration, no one can deny. It is most easily 
introduced and applied with least friction where the 
output admits of easy measurement and the working 
conditions are reasonably stable. It is most economic 
when quantity of output, as distinct from quality, is 
required, or where the quality depends more on the 
machine than on the individual. The difficulties of the 
piece system begin when the product becomes complex, 
when individual care or craftsmanship is necessary, and 
when the work is spread over either a long period of 
time or a big number of men. Increasing scientific 
study of processes is tending to reduce the difficulties 
of piecework to a narrow radius. Time study enables 
the employer to set an accurate basio rate; fatigue tests 
enable him to avoid' over-speeding' the workmen; and 
the general humanising of industry leads to the frank 
disoussion of business difficulties between employers and 
workmen, the disoussion which is the basis of mutual 
trust and industrial peace. 

We now proceed to a short analysis of systems which 
attempt to combine the merits of both the time and piece 
systems. 



3. . Premium Bonus Systems 

The pieoe work system is the oldest and still the most 
oommon method of payment by results. It is also the 
simplest. From the point of view of the employer, it 
inoreases output and less~ns oost of produotion. It enables 
the workman to gain a reward oommensurate with his 
ability and effort. Othel' methods of payment by results 
have been devised, some of whioh are exoeedingly com
plioated and require high skill on the part of the manage
ment both in their introdu()tion and applioation, and a 
fail'ly high level of general eduoation on the part of ihe 
worker. These methods are generally known as "Pre
mium," .. Bonus" or .. Premium Bonus" systems, .and 
thA bost known of these are the Halsey and Rowan 
systems. Both these systems have olose oonnexions with 
what are known as Scientifio Management systems, 
IIi:., the TaylOl' differential pieoe rate, the Ganti 
Task-with-Bollus system, aud the Emerson effioienoy 
bonus. The Halsey I\nd Rowan systems, in origin, were 
not oonneoted with what is now known 118 Soientifio 
Management, but they are most sucoessful where some 
of the main oonditions of Soientifio Management are 
observed. 

Premium bonus systems, like piece work, aim at 
payment by results in order to incl'ease output and at the 
same time to reward. the workman according to his 
energy and ability.· The general 'principle of both the 
Halsey and Rowan systems is \bat 1\ )Jonus is paid on the 
basis of time saved o~ tbe work done. As in piece work, 
a standlU'd time is adopted for .. given piece of work, and 
if the operative does the work in less than the time fixed. 
he ~ a bonus in IIddition to the standard rate fixed for 
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the job. The bonus is reckoned in different ways accord
ing to the system adopted, but the basic principle is that 
the workman receives a percentage of the time saved on 
the job. It is obvious that in the premium bonus system, 
as in the piece system, it is of the utmost importance to 
fix an accurate standard time. The standard time, as 
defined by Sir William Rowan Thomson, is the" average 
time which the average workman-neither the quickest 
nor the slowest-takes to do the job under ordinary time
rate conditions, when giving a fair rate of output for his 
time wages-no more and no less." It is to be parti
cularly noted that the rate is not that of the slowest or 
of the quickest worker, but that of the average worker. 
The premium or bonus paid is the amount in hours 
calculated on the time late which the workman saves on 
his job. The workman is paid this bonus in addition to 
the time rate for the period he actually takes on the 
work. Thus the full wage is the rate for the actual hours 
taken plus the bonus rate calculated on th~ basis of the 
time saved. A.dherents of the premium bonus systems 
claim that these 'allow a greater elasticity in the settlement 
of time allowance than is possible under ordinary piece 
work, that they are more easily installed and put ioto 
operation and that they are fairer both to the employer 
and to the workman. In particular, it is claimed' (e.g., 
by Sir William Rowan Thomson) that premium bonus 
systems offer much less temptation to the employer to 
" cut" rates than does piece work. They encourage the 
workman not only to increase his energy and care but 
alSi> 'to do his. best to economise time and ~ethod by 
eVery possible labour-saving device. The employer at 
the same time is encouraged ttl keep his shop in perfect 
order with a view to providing the best facilities in the 
way of equipment, tools and power to enable the workman 
to'perform his work 88 quickly as possible. 
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Tlte Halsey Premium Sustem. 

The Halsey Premium, often known simply as the 
Premium Bonus, was formulated by Mr. F. A. Halsey at 
1\ meeting of the American Society of Mechanical En
gineers in 1891. Mr. Balsey had previously produced 
his system in the Rand Drill Company of Shirebrook, 
Canada. It was introduced into Great Britain in 18£8 
by Messrs. Weir of Cathcart, &nd is sometimes known 
as the Weir system. In the Halsey system a standard 
time is adopted for each piece of work, aDd whatever 
time the ·workman saves out of his standard time is 
divided between him and his employer in certain fixed 
proportions. If a worker completes his task under the 
specified time, he is thus given part of tlle time, whereas 
in straight piece work he is given the whole of the time, 
so that from thc workman's point of view piece work 
is praotically a 100% premium system. In the Halsey 
system, the part given to the workman varies according 
to the agreement in individual works. Mr. Halsey gave 
a third, M.e~rs. Weir a half. A characteristic feature 
of the premium bonus systems is that the workmen are 
guaranteed a time. wage irrespeotive of their output, so 
that if an individual workman cannot complete his task 
within the basic time, which, as noted previously, is 
usually the average of the time taken under the time 
rate system, he is guaranteed the time wage. Thus in 
the premium system, the workman does not lose, whereas 
in the straight piece work system he does. 

Aocording to the Halsey system, if Ito job takes 8 hours 
and if the time rate for the job is Rs. 2 Gr As. 40 per hour, 
the worker who performs the task in exacUy 8 hours 
will get the full rate, Rs. 2. If he does it in 6 hours, he 
will get the time rate for 6 hours (Rs. 1.8) plus the 
percentage agreed upon, say, half of the 2 hours saved, 
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i.e., As. 4. He will thus receive a total of Rs. 1-12-0 for 
his job at the rate of 4-! annas per hour instead of 
4 annas per hour, or Rs. 2 As. St per job, i.e., 51-
annas over the basic rate. If he takes 12 hours over the 
job, he will get wages at the rate of As. 4 per hour for 
the whole time taken, i.e., Rs. 3-0-0. The Halsey system, 
like other premium systems to 'be examined presently, is 
an attempt to combine the merits of the time and piece 
rate systems of payment. The premium is calculated on 
each piece of work; so that if the workman fails in one: 
job, he makes tip or at least does not lose on another . 
.According to Mr. Halsey's plan, the original shop 
conditions continue after the introduction of the premium 
syste~; no elaborate reorganisation is necessary and the 
adoption of the plan may be both gradual and voluntary 
OD the part of the workmen. . 

Frllm the point of view. of the worker the Halscy 
system has obvious advantages. It guarantees a time, 
wage irrespective of output, whereas in ordinary piece 
work the slow worker or the unfortunate worker loses 
if he does ,pot complete his job within the specified time. 
The workman paid on the Halsey plan necd not worry 
a~out his daily wage, provided he prcserves a standard 
of efficiency suffiuient to prcvent his expulsion from the 
works. The time wage is a living wage, but by his own 
efforts he 'can augment it without being driven by the 
foreman and without fear of starvation if his efforts fail 
The chances of IOS8 are minimised; and the mental 
effect on the, workman is distinctly' good. If the 
standard is reasonably set, it may be assumed tJmt 
if not at the beginning, at least in the course of time 
the workmen as a whole will attempt to increase their 
efforts so as to raise their standards of eaming au'd comfort 
as nearly as possible to that of the best workmen. 
The system avoids the di~abilititlK. of the piece. work 
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system i~somuch as the men are not tempted to restrict 
output. 

In practice, premium and efficiency systems alike 
have been acoompanied. by less cutting "of rates than 
ordinary pieoe work. Any system which lessens the 
temptation of employers to cut rates is likely to command 
the oonfidence of workers, and the presenoe of" suoh 
oonfidence removes the tendency to slacking so common 
in the simpler" wage systems." As in all piece systems 
the Halsey system is faced with a real difficulty in fixing 
a standard time. In some cases, the quickest period in 
whioh "the work has been done is taken as the basis: in 
other cases, the average of the quickest time taken either 
on straight pieco work or" on time wages, and in still ot.her 
oases, the sb\ndard time has been fixed in excess; of 
the average time, e.g., if 8 hours were the average 
time, 10 hours is fixed as the standard, so that the 
average workman can without effort earn 2 hours' 
bonus. The mental attitude which impels the employer 
to adopt any of the more complicated systems of wage 
payment, usually leads to in< reased efforts on the part of 
the employer as well on that of the workman. Tho 
employer aiming at effioiency recognises that it is in the 
interests both of himself and of his workmen to have "his 
workshop arranged in such a way as to avoid waste of 
effort ill using antiquated or damaged tools or in tho 
bad arrangement of material, and waste of time owing 
to inattention to subsidiary processes such as bringing 
material to the workmen at the proper time and keeping 
the machines in perfect working ordt>r. Employers 
of this type are usually ready to exert every effort to 
help their workmen and their chief joy is not in keeping 
raWs low, but in seeing the workmen earning high W&o'"68. 
Such employers as a rule recoguise that high wages 
earned on au t>fticienoy basis mean low wor~ng costs and, 
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therefore, bettcr returns to themselves. The very mental 
stimulus behind the wage innovations actuates the 
employer not to cut rates. 

There comes a time, of course, in every business 
when the question of rate revision must be raised. An 
employer may sink new capital by purchasing new 
machinery 01' utilising innovations. By his own efforts 
or by those of his manager he may effect great improve
ments in shop management, and he may justly claim a 
share of the increased returns due to his own efforts. 
Rate revision may he necessary and this can only be 
settled in consultation with the workmen concerned. 

From . the employer's point of view the Halsey 
system has been found to be very productive. It is fairly 
extensively used. It serves a useful purpose as an 
intermediary system between the time and the piece 
systems, and this is particularly true when new processes 
are hi-volved. It has been found too that where there 
has been difficulty in fixing the standard time, experience 
gradually leads to a solution by itself. Employers have 
noted that while the work paid on the Halsey premium 
basis is not deliberately curtailed by the workman: yet as 
in piece work there is a tendency for workers deliberately 
to lengthen the time on processes which they think may 
sooner or later be brought within the premium system 
in order to get good time when terms conversion takes 
place. This, as is almost natural, is particularly the 
cas"es in works where the Halsey system is introduced by 
compartments. 

Another benefit of the Halsey system, especially 
when compared with the more recondite efficiency 
systems, is that no elaborate time study is necessary in 
order to introduce it. Nor indeed is reorganisation of 
the works on any considerable scale necessary. The one 
essential of the Halsey system is the careful calculation 
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of previous times and the appointment and training of 
a new staff to keep the necessary records. 

The chief . difficulty of the Halsey system, as in 
all similal' systems, iff the difficulty of a good initial 
standard of wOI'k. Managers say that the standard is 
actually set by the men who can choose theil' own .speed 
and direct their energies accordingly. The result is 
that the costs d.> not show the regular diminution which 
the theory of the system demands. As compared with 
the efficiency systems the Halsey system in this respect 
suffers insomuch as the time standard is neither definite nor 
accurate: Ifut against this has to be set the ease with 
which it can be introduced and the absence of the trouble 
and anxiety connected with the stop watch systems of 
Soientifio Management, It is also said that the Halsey 
system does not suffioiently take into account the varying 
ability of diffel'ent workers. 'I.'bis may be Mid to be 
the hesetting sin of all systems payable by results. 
Premium systcms lind efficiency systems are ,attempts 
to get away from this and, in theory at least, they are 
more reasonable than the older systems. 

From the point of view of the workmen, the most 
unwelcome aspect of the Halsey premium bonus system 
is the share of the time that is given as the bonus. The 
workman is 8pt to argue that if he saves time 
he should get the whole, not part, of the time 
saved. In this respect of course the premium system 
compares nnfavourably with simple piecework. The 
workman is apt to forget that the premium systems 
guarantee a time wag", which is undoubtedly one of 
the chief advantages. Neverthell'SS the workman. asp&: 
cially if h6 is irregular in his habits, is apt to harbour. 
this grudge. P61baps under the piece work system he may 
have paid little attention to time wages owing to the 
fllct that h6 was always able to earn good "ages ll"ithouL 

6 
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any. time guarante(>; In 'initiating. the Halsey system it ill 
important for employers to fix the standard time carefully. 
If the ,new -standard is such, as will give only a small 
hicrease over the piece rate earnings for the same effort, 
the workman will have· no appreciable benefit in accept. 
ing it. If 10 hours were adopted as the standard time 
for a job . and . the 'piece rate was fixed at As. !I. 
per hour; for 8 hours tbe piece rate would be Rs. 2. 
IT nder the Halsey system if the standard time were 
taken as 'the same (1O. hours) and if the work were 
completed in 8 hours and the workman given half of 
the time saved' or a 50% bonus, he woulcrget 8 hours 
at 'As~ 4 plus 50% of 2 hours at As. 4 per hour-a total 
of Rs. 2-4. This would be a clear gain in both money 
and time $nd it would at once appear to the ordinary 
workman that the premium bonus system was better 
than ordinary piece work. But the gain obviously depeBds 
on -the basis adopted for the standard time rate. If it were 
very low, the workmen might not think it worth while 
to work for saved time, and the bad c.r indifferent work· 
man WQuid certainly not improve on standard time at all. 

On the other hand, an employee might be tempted to 
argue that on the whole his gain was negligible. Of 
course, all the time he is guaranteed his piece rate-a fact 
which he is apt' to overlook. But the psychological effect 
of such saved time is good. The workman argues to him
self that he' has mOl'e than average ability, that he can 
earn hia money' more eaSily than other workmen without 
increasing his output, and that he is getting an adequate 
return. From the employers' point of view the ~alsey 
premium is said to be fair. The saved time is divided 
between the workmen and the management, which 
encourages both. The extent of the satisfaction of each 
of-course depends on the proportion of the saved time 
which~ the two parties respectively receive. 
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Against thissyslem . it is· said that there is a greate1'1 
motive for slacking or, as the A~ericans say, • soldiering,' 
than with simpie piece work. The system is not based 
upon standardised conditions so that there is a certain 
amount of opportunity for slacking and the gua.rantee of 
minimum time rates always saves the lazy workman .from 
the conseq uence of his actions. It is also clear that under 
this system workmen oan; by special spurts, make up on 
one job what they lose on another or, in other words, 
make up in a short time what they have failed to gain by 
slacking over a longer time. . . 

TIle Rowan P"emiullt Bonus S!l8tem. 

The Rowan premium bonus system was- introduced 
by the late Mr. James Rowan and Sir W. Rowan 
Thomson in their Marine Engineering Works in Glasgow 
in 1898. 'Ihe Rowan system has many points in common 
with the Halsey system. The previous conditions of 
operation and management in the factory are left undis-. 
turbed: the standard time is based on experience of. 
previous operat.ions on a time basis; and bonus is paid to 
the operative on the basis 01 time saved on a given piece 
of work. In th6 Halsey system the workman is given a 
fixt'd percentage 01 the time saved. But in the Rowan' 
system the workman is paid a percentage of the standard 
time rate according to the amount by which the standard
time is reduced. Thus if the standard time is 8 hours
according to the Rowan system a man who does the; 
work in six hours, thus saving l! hours or 25% of the 
standard time allowed, is paid a bonus 01 25%. Thus 
lor aRe. 2 job be will get 6 hours' pay at the rate of. 
As. 'per hour or Rs. l·1i plus 25% or As. 6, '.e., a total 
of Its. I·U or As. r. per hour or Rs. 2-8 fo~ the job. If. 
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he saves 50% of the tim"e allowed, he gets a 1i0: bonup, 
and so on. . The Rowan bonus formula is :-

Time taken 'X Time saved B . h 
. Time allowed = onU8 m ours. 

Time allowed=Time taken + Time saved. 

Thus, the full formula is:-
Time taken X 'rime saved B • h 
Tim~ taken + Time saved = onus In ours. 

The following memorandum o~ arrangements made 
by David Rowan & Co., with their Engine Shop workmen 
on 2nd February, 1898, will explain clearly both the 
principles and the practice of the system. 

1. The time allowed for any job will be. fixed by the 
Management, and will be, as near as can be ascertained, 
the time which should be taken on the job, when working 
on time. 

2. The time allowed will include all the time 
necessary to procure tools, set up machine, and obtain 
material for doing the job. 

3. For calculating the premium, the time taken on a 
job will . include all working hours between the starting 
time of the job and the starting time of the lIext job. 

4. A time allowance, after it has bet'n established, 
will only be changed if the method or means of 
manufacture are changed. 

5. The hourly rate of wages will, in all cases, be paid 
for the hours worked. If a man takes longer to do a job 
than the time allowed, this will in no way affect the 
premium which he may have made or may make on any 
other job. 

6. Overtime, nightshift, and other allowances will be 
paid to the men on the same conditions as already prevail. 

7. If an article turns out_ defective while being 
machined and is condemned, due to a flaw in the material, 
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the workman will receive no premium on that article (of 
course, he gets !;lis time wages), but if he has several 
artioles on the one" Line," and one of them is condemned, 
due to a ft.aw in the material, he will still get the premium, 
if earned, on the rest or the articles. 

8. If a man's workmanship, when finished, doE'S not 
pass inspection, he will receive no premium for the article, 
unless he can make the work good within the time 
allowed, in which CMe he will still receive any premium 
earned. 

9. In cases of dispute, the matter will be referred to 
the management, whose decision shall be final. 

10. Each workman after starting a job will receive a 
"Job Ticket" or" Line" on which he will find a description 
of his job, the time when started, and the time allowed, 
when the job is finished, he will return his "Line" to his 
foreman, who, if sat,isfied with the work, will initial and 
write on it the time when finished, which will be the 
starting time of the man's next job. 

11. In the case of a job requiring the services of a 
squad of men, a time allowance will be fixed for the 
complete job. If the total t.ime taken by the squad is less 
than the time allowed, a premium will be paid to each 
man in the squad. This premium will have the same 
relation to his time wages for the job as the time saved 
by the squad will have to the time allowed. 

U. Fitting-Shop Apprentices in their first Yl'ar are 
considered Boys and one-third of the time they spend on 
a job will he calculated against it for premium. The 
percentage thus found will be paid on the whole time 
whioh they spend on a joh. Those in their second and 
third year will be eorsidered Junior Apprentices, and one
half of the time they spend on a job will be calculated 
against it for premium. The percentage thus found will 
be paid on the "'hole time which they spend on the job. 
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,Fitting·Shop Apprentices in their fourth and fifth 
year will be considered Senior Apprentices, and three
quarters of the time spent by them on a job will be 
calculated against it for premium. The percentage thus 
found will be paid on the whole time which they spend 
on'thc job. 

13. Apprentices at machines will be allowed 25 per 
cent. more time on a job than a journeyman. 

The above memorandum is taken from the" Rowan 
Premiun Bonus System" by Sir W. Rowan Thomson in 
which elaborate statistical comparisons are made between 
the Halsey system, the piece work system and the Rowan 
system. 

The main point to note in the Rowan system is that 
the premium percentage is applied to the time actually 
worked and not to the time saved. The premium rate 
is added to the, hours worked. Thus, if one quarter of 
the time is saved, time and a quarter is paid. If one 
and half of the time is saved, time and a. half is paid. 
If three quarters of the time is saved, time and three 
quarters, is paid and so on. The time rate, as in the 
Halsey system is guaranteed, so that if the workman 
exceeds the standard time of the performance of his job, 
he draws bis time wage. 

A comparison with the Halsey system shows that 
under the !tOWI\I1 system the workman receives an added 
incentive in the earlier stages of timesaving; This is 
an important consideration b8ll3use only very exceptional 
workmea can save a8 much as 60% of the time allowed 
if the basic time is reasonably set, and in a. normal works 
it is important to encourage men with averoAge and not 
exceptional ability to save such time as they can. In 
this respect the Rowan system offers a better reward than 
ihe· Halsey system on a. 50 % ~is, although in the 
later 'Stages the Rowan system offers smaller retnma than 
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the Halsey. The employer using the Halsey system is 
thus safeguarded agoainst errors in fixing the standard time, 
but, on the other hand, the smaller errol·S in fixing the 
time standard mean more loss to the employee under the 
Rowan than under the Halsey system, because the 
employee can earu better wages at the earlier stages of 
introduction. With the increasing setting of standard 
times by scientific methods such errors tend more and 
more to be discounted. On paper the Halsey system 
would seem to offer a much bigger price to the workmen 
owing to the big advance which ti gives after a 50% 
saving of time, but in actual practice, times are usually 
so carefully set as to reduce the chanoes of dispropor
tionate bonuses. By special spurts, individual workmen 
might be able to reduce the timl's under both the Halsey 
and Rowan systems by as much as 70%: but 
apart from the fact that such special spurts may be 
ultimately of little value either to the workmen or to the 
employer, the possibility of reducing time so. much 
naturally leads to the conjecture that either the time 
stlUldard has heen erroneously set, or that the improve
ments introduced in the works have necessitated a revision 
of that standard. Like all other systems, the Rowan 
system must have to face the possibility of arguments 
between the employer and workmen as t.o the relative 
share which each is to receive from increased facilities 
in th& workshop- due to the efforts of the management. 
There is no royal road to the solution of this question. 
The ideal method, as Sir W. Rowan Thomson points out, 
would he first to ascertain how much saving was due to 
the workman's own unaided efforts and then to add what 
was due to the help and facilities provided by the 
employer. The difference between the resultant tots 1 
I18ving and that par~ due to the workman would be the 
value of the employer's help and facilities in the hours 
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saved. Then the hours saved by the workman would be 
~he workman's bonus, and those saved as the result of 
the efforts of the employer would, so to speak, be the 
bonus of the employer. 'j'his method, however, is 
impracticable and it would require an examination of 
personal qualities and statistical caloulations which, when 
made, would, in all probability, fail to secure agreement 
betwelm employer and employee. Such calculations can 
only be made with any reasonable degree of accuracy 
o,ver a long period of years iii. which the factory conditions 
and personnel remain the same. Such permanence of 
conditions is not known. Changes in personnel, maohinery 
und methods are being continually introduced, so ,that 
the employer is forced back on a more empirical method 
of assessing the shares due to improvement and due to 
his employees, for solution to this question must be a 
more or less u.rbitrary one, ultimately depending on good, 
feeling prevailing between the employers and the 
employees. In this connection it must be kept.in mind 
that employers who adopt tbe newer efficiency ,expedients 
are never likely to err on the side of meanness. In the 
case of 'disputed margins, the workmen are usually given 
the benefit of the doubt and a humane tl·eatment of 
the workmen by the management makes them less 
disposed to question the proportions of distributions. 
The Rowan system, like all the newet systems, d.emands 
a high' standard of intelligence on the part of the, 
workmen and a careful explanation of the method to' 
them by the management. 



4. Scientific Management 

The systems of payment connecte(l with Scientific 
Management differ in some important respects from 
those just described. A detailed study of Scientific 
Management lies out~ide the scope of the present bulletin, 
but, in order to explain the bearings of the systems of 
payment connected with it, some reference must be made 
to its fundamental principles. For a detailed study, 
the reader may be referred to the standard works on 
the subject, of which the following list is fairly 
representative :-

Dr. F. W. Tl\ylor's Shop Managenumt and Prin
ciple, of Scil!1ltific Manage
"Il!IIt ; 

Mr. H. L. Gantt's Wo,-le, Wage, and Profit" and 
I,wu8trUll Lead~8Aip; 

Mr. F. B. Gilbreth's Motion Study and Fatiglll' 
Study; 

Dr. H. B. Drury's History and CriticiBfll of Scien-
tific Mallagetnl'flt ; 

llr. R. F. Hoxie's ... Scie/ltljic Hanagetnl'flt and 
Labour; and 

Yr. M. ![accillop's nnd Effu:ieMY Methoclll. 
A. D. Yaccillop's. 

The lit~raturo on the subject is already comprehensive. 
and grows every ycar, especially in America, where th£' 
principles and methods are discussed month after month 
in many or the leading technical journals. A useful 
commentary on the movement, as well as an extensive 
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bibliography, will be fouud in Mr. C. B. Thompson's 
collection of paper~, articles and addresses entitled 
'Scientific Management' (1914). 

The founder of the movement, which is known some
times as the 'Taylor System' was. Dr. F. W. Taylot. 
Dr. Taylor himself was a trained scientist, who at age of 
22, became a machinist in the Midvale Steel Company 
of Philadelphia. After passing through the various 
grades of the workshops he was promoted foreman of 
the machine shop. His intimate knowledge of both the 
methods of work and of his fellow-workmen was of the 
highest value to him in his subsequent career. Close 
observation of his fellow-workmen convinced him that 
almost invariably they failed to produce more than 
about a third of what he considered to be a good day's 
work. He concluded that the workmen did not exert 
themselves to the full because the system under which 
they worked gave them no incentive to do so. In parti
cular, the workmen in the Midvale Machine Shop, who 
were paid piece rates, were afraid to do their best 
Jest the management should' cut' the rates. Taylor, as 
foreman, was continually trying to make the men work 
faster, but the more he tried, the more determined were 
they not to increase their rate of work. This led 
him to devise a system whereby it would be possible 
for the workmen to work their maximum and at the same 
time not to be 'cut' for it. His first idea was to pay the 
men very high wages; but this in itself was not sufficient. 
If the men continued to work under the existing piece 
system, very high wages might materially affect the 
profits of the firm. What he wanted was, in his own 
words, "to secure the maximum prosperity for the 
employer. coupled with the maximum prosperity 
for each employee." He decided to work on a 
system which, while paying the workmen very high 
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wages, would result in lower labour costs for the 
managemt!nt. 

The first difficulty that 'faylor had to surmount was 
the measurement oC what constituted a good day's work. 
Under the existing system, there was no means for such 
measurement. A good day's work meant OI:e thing to 
the management and 8D'1ther thing to the workman. 
Taylor proceeded to invent a means whereby a good day's 
work could be tested, irrespective of the desire of the 
management for greater output, or of the fear of the 
workmen that the piece rates might be cut. His experience 
had taught him two things. First, that, if a man is to do 
a good day's work, the conditions under which the work 
is done must be 88 perfect a8 possible. The machine must 
be in good order, the supply of materials properly arranged, 
the health of the man in good condition, and the position 
in which he works as comfortable 88 possible. Everything 
must be so arranged as to enable the workman to utilise 
his effort to the rest possible advantage. Second,each 
piece of work can be divided into a number of single and 
simple operations. ]~ach operation 08n be studied 
separately by scientifio methods. The time taken can be 
recorded by a stop walch and oareful records hpt of each 
movement, or variety of movements. Fatigue tests msy be 
taken, too. which show when workmen should work and 
when they should rest. I n this way it is possible to 
deoide the best method of performing each operation and 
the total numbel' of operations, and to set the best possible 
or 6tandard time for each .. tusk." All these measure
ments and tests obviously must be performed by the 
management; ht'noe science in management, as distinct 
from efficiency in the workman, is one of the es..<eoti"ls. 
Scientifio Mau~<>emellt is thlOs tho application of what 
are the recogniored methcods of applied science to_ the 
industrial world. 
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With these main ideas, Dr. Taylor proceeded in his 
own scientilic way to carry them into practice, with 
results which, it is not too much to say, astounded many 
pf the industrialists of his day. His researches occupied 
many years, and with him was associated one or two 
others, whose names have since become well known. 
One of these, Mr. C. J. Barth, at the request of 
Dr .. Taylor, constructed the slide-rule in order to solve 
certain problems in the art of cutting metals, problems on 
which Dr. Taylor himself spent many years of laborious 
research with excellent results; anot.her, Mr. H. L. 
Gantt, . devised the Task-with-Bonus system, a system 
of payment which has largely superseded the differential 
rate favoured by Dr. Taylor himself. Much of the 
detailed study connected with Scientific Management 
belongs really to the field of experimental psychology, 
and some of the leading industrialists are recognising 
more and more that experimental psychology and 
physiology are in future to be very useful to the 
factory manager. 

Scientific Management alters both the organisa
tion and methods of the old industrial system. 'I'he first 
big change it effects is in the conception of management, 
as distinct from the actual manual processes involv
ed in doing work. This necessitates a reorganisation of 
office activities, the chief of which is the creation of a 
special planning department. 'fhis departmtmt is respon
sible for the investigation of the various processes and 
operations necessary for carrying out work. It sees 
to the provision of all material and tools, their proper 
arrangement and their transport into the works and 
within the works_ 'Ihat there is no delay in the supply of 
material, and that it is placed in the proper position for 
manipulation by the individual operatives is also its con
cern. It plans and controls the progress of work, watches 
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its development from step to step, and reports whether 
the time-table is being kept. It is responsible also for 
the inspection of the finished article. Every machine 
and every man is assigned its or his work from day to 
day, and a record is kept of every process. To the plan
ning department is also assigned the duty of giving detailed 
instructions concerning the methods of the individual 
operations. Instructions cannot be issued without detail
ed scientific investigation of the type of work to be done 
and the methods by which it has to be done, so that 
the burden of practically the w hole prior organisation 
of every task and process, before it is ulth:Qatllly given 
over to the individual workman to complete, falls on the 
planning department. 

The organisation of I}lanning departments need not 
concern us here. They vary according to the type of 
works involved-whether they are small or large: 
whether they produce many or a few products; 
whether the products are standardised or not. It is 
obvious that in a small works the planning department 
may be only a part of one man's work; it may only 
nominally he a department, but Scientific Management 
demands the separation of the function of planning from 
the function of performing. In large works where the 
products are many, and the methods of work also many, 
th6 planning d6partm611t may b6 a very huge one; but 
ill a large worktl, wh6r6 the product is uniform or stan
dardised, the work of planning may be simple. The 
work of the planning department is naturally heavier 
when a concern has just introduced, or decided to in
troduce the principles of Sci6ntific Managllment. Once 
Scicntific Mallagllment is introduced, the wOfk of plan
ning becomes less and less as time goes on. The planning 
department, however, must constantly be searching about 
for improved methods and beUer organisation, IUld to 'his 
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end it must constantly be conducting enquiries concerning 
new methods by means of time-study, fatigue-study; 
improvements in tools and organisation. 

Closely connected with the planning department is 
the costing department, which is also a feature of modem 
plants which have installed Scientific Management. ihe 
costing department, of course, is also characteristic of 
many firms which do not nominally work on the principles 
of Scientific Management, but in scientifically managed 
firms the costing department becomes a speciality of 
specialities. Every process is specified in the greatest 
detail, evel:Y item required in the work is definitely set 
down-men, times, dates-so that the progress of the 
work can be detailed with accuracy, which is of much 
value in estimating and in fixing prices. The planning 
and costing departments are closely related, for the 
cost accountants work on material supplied by the 
planners, alld the planners learn their mistakes from the 
reports of the accountants. The cost accounts show 
losses, leakage and wastage in methods, and possible 
sources of 'economy in the use of material. Cost-accoun
ting also gives an accurate record of individual work, 
both by men and by machines, and enahles the manage
ment to see what products, or what lines of products, are 
most profitable. 

The functionl! of foremen are materially altered by 
Scientific Management. 'l'he foreman of the old indus
trial system, Dr. ~'aylor held, was a much harassed man. 
He not only superintended the work of his gang; he also 
planned the work beforehand and had to devise means 
to finish it as quickly all possible. His functions according 
to Dr. Taylor could be subdivided into eight; in other 
words, for one. functionary under the old system eight 
Tere necessary under the new. It may be remarked 
that Dr. Taylor's scheme has not been generally accepted, 
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but his meticulous subdivision of functions is an 
excellent example of the application of scientific· method 
to workshop orgnnisation. Of the eight foremen, about 
three of them, according to Dr. Taylor, should work in 
the planning department and be responsible for writing 
out directions and forms for the individual workman. Of 
the remainder, four should work in the shop among the 
machines. To the eighth he ascribed a general function 
of wandering round the establishment and seeing that 
things were in order. The functions of the first three 
men, according to '1'aylor, were-for the first, to prepare 
daily charts, detailing the work of the machines and the 
men according to the orders and plans of the head of the 
planning department; for the second, to issue instructions 
to the workman, e. g., the tools to be used, the speed of 
the machine and the time for pach operation; for the 
third, to issue the time· tickets and collect information 
regarding the time taken for each process, in order 
to calculate the earnings of the individual. This is 
more a theoretical than an actual division of functions, 
for 80 many functionaries would be superfluous save in a 
very large works such as the Midvale plant, which could 
afford, and required, the whole of this staff. To the 
fOl'emen in the shops, Taylor also asoribed individual duties. 
To one was given the preparation of the work up to the time 
that the pieoe was set in the machinery. This man had to 
collect the tools for the workmen, see that the Dlaterials 
were ready, and give directions to each man. This 
man, whom Taylor called the • gang boss,' had to direct 
the workmen and-wait on the workmen. Another fore
man, the • speed boss: was to be given charge of the 
process wht"n the work was actually in the machine. 
This man bad to see to the correct speed of the machine
this speed is oorefully tested according to the experience 
of the process and of the individual machine-and it was 
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his duty to see that the work was done as quickly as 
possible. He had to show the workmen how the best 
speed could be attained, and in case of nece9sity, to take 
over the process himself and teach the operative how to 
do it. Another of the foremen had to inspect the 
fini&hed work; and still another, called the • repair' boss 
had to look aftar the machinery and say when it had to 
go out of use. To this man Dr. Taylor also assigned 
the duty of looking after connecting belts, a function 
which, after careful research in. the subject, he was 
convinced repaid the care devoted to them. The eighth 
foreman of Dr. Taylor's list was the discipline foreman. 
It was his duty to see to the enforcement of rules, the 
collection of fines and the general peace and order of 
the works. 

Standardisation is a marked feature of Scientific 
Management. 'l.'he word' standard' does not mean what it 
meant in the old system, in which standardisation aimed 
at quantity production, at the definition of exact sizes, 
weights and exact similarity in products. Such standardi
sation was. useful both for mass production and for cost 
accounting, but the Taylorian standard is standardisation 
of equipment and methods. Every operation, method 
and time is measured in order to achieve the best or ideal 
method; both quantity and quality are taken into 
account. The standard of Scientific Management is thus 
the equivalent of the best at the time it is set. Standardi
sation applies to every department of a works, from 
management downwards. lfaterial, tools, macbines, 
instruction cards, 'tasks,' office pr~cedure are all 
standardised. Such standardisation in an office leads to 
elaborate schemes of classification. In larger works the 
same scheme of classification is used throughout the 
whole works, and in the course of time each function 
comes to be known by a mnemonic lIymbol or figures. 
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The scientific study of each task and of each workman 
is a feature of Scientific Management, and has led to 
h'o new lines of development in industry, both of 
which require specially trained investigators and special 
apparatus. The fir~t of these is time-study and motion-' 
study. An American writer, Mr. H. K. Hathaway, 8"'YS 
that it would be almost as difficult for modern chemistry 
to f'xist without quantitative analysis as for Scientific 
Management to exist without time-study. It is 
essential in order to determine the standard or schedule 
time for each task, which in its turn is the basis for'the 
remuneration of the worker. For time-study specially 
t1'ained in vestigators are necessary, and these make 
large numbers of observations on individual workmen. The 
process of observation l'8quires the gl'eatest care, for not 
every workman likes to havl', as they themselves express 
it, the "stop-watch put on to him." Tbe workman' who 
is bl'ing observed must be carefully selected, and he is 
usually paid at a specillol rate during the taking of 
o1!servl\lions. Once a sufficient number of observations 
has been taken, the observer collates his results and 
decides what should be the standard time for the task. 
This time is fixed not only after repeated time obse"a
tions, but after experiments in the actual processes. 
Motion-study involves the analysis of each element 
ill !\n individual pieoe of work. The observer makes 
all sorts of experiments in order to determine what is 
the 8I\Siest method for doing each operation. He 
vari,'s and te..~ts the position of the workman, the position 
of tho material, the position and type of the tools, the 
lighting of the workshop, and so on. For suoh observa
tions and experiments, special instruments have been 
invented, and in the course of time each operation and 
eaoh process will be reduced to a standard in respect both 
to time and to method. 

S 
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The second stud) is fatigue. In this subject the 
investigator in Scientific Management joins hands witb the 
physiologist. All sorts of observations aud experiments 
have been made with a view to eliminating unnecessary 
sources of fatigue. After elaborate tests, the standard 
alterations of work and rest are decided on, and this naturally 
leads to what is now gtmerally known as welfare work. 

The DiJferential Piece-Rate 

The above short dpscription of the salient features of 
Scientific Management may now be supplcmented by a 
short note on the systems of remuneration usually 
connected with it. Dr. Taylor was interested mainly 
in the basic principle of a scientifically trained 
management; he did not pay the same attention to the 
actual methods of paying wages. One system he did 
dtovise-the Differential Piece-Rata-but it has been 
largely supplanted by the later system devised by Mr. 
Gantt, known as the Task-with-Bonus. 

The differential piece rate is one of the most 
rigorous of all systems of payment by results. Its rigour, 
however, is tempered by liberality, for, other things being 
equal, it undoubtedly offers the highest wage return of 
all systE'ms to the efficient worker. In the differential 
piece system, the rates are varied according to the amount 
and quality of output. A standard of output is adopted 
as a basis of calculation; and this standard is the norm 
from which the scales are {;raduated. The piece rates 
fol' output above this standard are graduated upwards. 
For output above the standard the workman is doubly 
rewarded: he gets the higher wage due for the higher 
output, and the wage is calculated on a higher scale. 
The scale may be 80 graduated as to offer a very big 
incentive to reach a very higb output. On the other 
hand, if a workman produces less than the standard output, 
he loses doubly-he gets less wages for his output and 
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the wages are calculated on a smaller scale. In some 
cases, however, a minimum time wage is guaranteed to 
save workers from the full logical application of the 
descending scale,for otherwise the differential piece 
rate could be sucoessfully applied only in works where 
all workmen were of a high grade of efficiency. The 
system provides an excellent index of efficiency. It pays 
exoellence and punishes failure. 'I'he wage charts show 
the quality of workmen; they differentiate between 
standard and subnormal wOl'kmen; they also show 
val'intions in performance among the best workmen, 
indicating causes of falling off whioh may be connected 
with defeots in maohinery, trouble with foremen, 
quarrels among the men, or the moral and phJ'sical 
deterioration of the individual workmen themselves. 

'l'he differentilll piece system is valuable for securing 
l'6duction in the costs per unit in the process of manu
facture. 'l'he very high l'lltes at the top of the scales 
thus doubly compensate the employer. He gains in 
output and lessens overhead oharges. This is espeoially 
important whe1'l~ expensive machinery is used. Such 
maohinery as a rulu can be justified only if the owner 
can get the maximum out of it, and the differential 
system is a mean. to extract the full capacity from both 
workman and machine. 

'I'he principle of the differential rate can be applied to 
quality or time as well as to output. Scales may be 
graduated in suoh a way as to secure the ontput the 
employer wishes, and specil\l rates may be drawn up for 
quality and accuracy. The differential rate can also be 
usefully applied to the prevention of waste, especially 
where raw material is valuable. It is also possible 
to apply the differential rate to collective work. Where 
operations caunot be classified singly, a group rate may 
be fixed for a series of fuuctions .. The distribution of 
the rate is goyerned by scientific principles, the maiQ 



60 THE PAY~ENT OJ.' WAGES 

result of ~hich is, as in the individual differential system, 
the survival of the fittest. If a squad of workers is engaged 
~n a piece" of work on a differential rate, it is obviously in 
·their interest to work as quickly and efficiently as·possible. 
:The slower and less useful members are thus urged on to 
maximum effort, and if that effort is not good enougb, 
they are likely to be dismissed from the squad. 

From the workman's point of view, the differential 
piece rate is a mixed blessing. It pays the specially efficient 
man, and pays him well, but unfortunately the specially 
efficient man is the exception rather than the rule. 
The system is thus self-limited in its application. It 
operates so as practically to' compel bad workmen to 
leave. the works, for the pay earnable in the lower grades 
is not sufficient to be a living wage. There is no need 
to dismiss the poorer grade man; he must leave to earn 
his bread. Given a staff of extra efficient men, the 
differential rate is quite satisfactory, provided the basic 
task is not fixed so as to overtax the men. This 
contingency is or should be guarded against by the 
management when fixing the tasks, but the management 
may fail in its duty. Dr. Taylor meant the task to be 
rigorous, but errors on the side of rigour may bear bardly 
on the workmen, for no time wage is guaranteed, and 
failure is heavily punished. Workmen who succeed are 
well rewarded-Dr. Taylor's view was that the incentive 
to performance of the task should be substantial-both 
in money and in self-respect, for they may well claim to 
be experts in their trade. From the workman's point of 
view, too, the clear differentiation of function between 
management and operation rdlieves him of much res
ponsibility. At the same time the management must be 
worthy of the workmen's trust, for on its excellence 
depend the results of his efforts. 
. The differential rate may be applied on1y in certain 

sections of a .works, and tht're it may be made the summit 
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of the good worker's ambition. It thus implies thtl 
nectlssity of training the operatives,-a usual accompani~ 
ment of Scientific Management. In practice, the differ· 
ential piece rate is most easily and satisfactorily applied 
to l'epetition work. It is applicable to, but not so 
effective in, repair work, new work, 01' work requiring 
more than usual planning. From the point of view of 
the employer, its justification lies in securing a greater 
output for the same or nearly the same overhead charges 
liS in ordinary piecework, On the whole, it is too specia. 
lised a system to be of real utility to industry as a. whole, 

The Ta8k·with· Bonus SY8tem. 

Mr. Gantt's TlIoSk·with·Bollus system has found 
mOl'e favour than Dr. Taylol"s differential piece rate, 
The task.with·bonu$ system WI\8 originally contrived as 
a sort of preparatory method; it was thought to be suit· 
able to conditions which, though not ready for the full 
application of the differential rate, in the course of time 
would so develop as to allow of its application. The 
task·with·bonus system, however, has been' 80 much 
and so suocessfully used, that it has largely lost' its 
original transitional nature. It is now a system by 
itself, 

'rhe task·with·bonus system hlloS a time b&sis. A 
time rate is fixed for each piece of work, and this rate is 
gU&n\nteed to the worker irrespective of performance. 
The oonditions' under which the work is to bs done are 
litringeut, and for the I!I\tisfactory completion of the work 
a bonus it! given. This bonus is a percentage of the t.ime 
wage, e.g., if eight hours is alloUed to a job at 
eight aunl\s per hour, the p"y for the proper performance 
or the job in the eight hours would be four rupees 
plus a percentage of four rupees_y, fifty per oent.
in all six rupees. Thl! percentage is not had. It 
is graduated according to the type of work anei the 
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amount of skill, exertion, concentration, etc., required for 
its performance. In Mr. Gantt's system about 40 per 
cent. bonus was given for work requiring average exer
tion, done under average or normal conditions. Whp.re 
special exertion was required, the bonus given was 50 to 
60 per cent. In some cases, especially those requiring 
very specialised and expensive machinery, or t!tose re
quiring very special physical or mental concentration, the 
bonus Wl;\S from 80 to the full 100 per cent. 

The original time rate and conditions of work are fixed 
according to the principles of Scientific Management. 
The actual operation of the system is also accompanied 
by the other scientific processes for guiding workmen. 
Each workman is daily kept fully informed of the results 
of bis work. As he joins his work each day, he gets a 
return showing the amount earned the previous day, with 
a careful analysis of his shortcomings if his bonus has not 
been earned. If the workman fails to do the prescribed 
task, he is paid his time rate only; but the manager may 
exercise his discretion in relaxing the rules, provided the 
basic prinlliple of the system is not violated. 'rhus a 
workman, though not actually completing his task, may 
do some parts of his task so well as to mel'it a modified 
bonus. The system, like the differential piece rate,.is 
bEst suited for good workmen: but it has the saving 
grace of guaranteeing time rates to learners and under
standard men. 

Although the task-with-bonus is prim'lrily a time 
system, it is convertible into a piece work system by giving 
the employee a bonus for a fixed amount of output, with 
increases to relative increase of output, i. e., the task-with
bonus system, on a piece basis, becomes a differential 
piece system. 

As already explained, the task-with ·bonus system 
was devised as an earlier application of the full differ-' 
ential piece rale. The differential rate is much too 
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severe on all save the most efficient and skilled workmen. 
The tlLsk·with-bonus system makes fairer provision for 
learners. The learner is guaranteed a time wage, 90 
that however far short he falls of the standa.rd he is 
sure of his wage at a guaranteed rate. It is also open 
to the management to give specia.l bonuses to learners 
even though they are not up to st!l.ndard. They may be 
compensated for special efforts or unusual promise. Al
though the actual performance of work in the given 
time is the essence of the system, it is elastic enough 
to admit of speci .. l applications of this sort, though, once 
the learning period is over, it is apt to be as intolerant of 
under-standard men as the Taylor system. 

In practice, the system is u9ually accompanied by 
high grade instruction, a mntter of some importance, as 
the stringent conditio'!s of .the task to be perrormed 
imply the most complete adaptations of skill, material 
and organisation. '!'he most efficient men must be chosen 
as instructors: in faot t,heir posts are ' prizes' for those 
who regularly can mnke the highest bonuses. Once the 
proper instruction is given, and a reasonable period of 
probation allowed for both instruction and practice. the 
ground is prepared for tbo full application of the differ
E'nti"l piece rate. The guarantee of a time wage is the 
chief merit of the Gantt system, and it is capable of 
further expansion by differentiating downwluds. t. ~., a 
distinction might be - made between different degrees of 
railure to reach the standard, both in the probation and 
after-problltion pel-iods. 

T"~ E",~"'O#I Effi<Vnc!l BQllu. 

The EmE'fSOn Efficiency Bonus was devised by Mr. 
Harrington Emerson, the well known ,",iter on Scientifio 
Management. His systE'm has many points in common 
with those of 'l'8ylor and Gantt.. It presupposes tbe 
conditions of a scientifically managed workshop. Tasks 
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are fixed as the result of time study, and shop conditions 
are standardised. Bilt the task set is not so rigorous as 
in the Gantt task system. It is such as can be perform
ed by a workman of good, not exceptional, ability. 1'he 
Emerson bonus starts from what is termed the 100 pl'r cent. 
efficiency standard, which means the accomplishment of 
the set task in. the standard time allowed. For the 
attainment of "100 per cent. efficieney" the workman 
is paid a honlls, which normally is 20 per cent. of the time 
wage. In terms of hours the performance of a job within 
the stipulated 10 hours would be paid at the rate of the 
hour rate for 10 hours, pIllS 20 per cent. or 12 hours in 
all. Every worker cannot be expected to be "100 
per cent cfficient," so the bonlls scale is graduated to 
encourage less efficient workmen. The bonus scale starts 
at 66i per cent. efficiency. Below that the worker is 
guaranteed time wages, irrespective of performance. At 
66* per cent. efficiency the reward offered is relatively 
small. The bonus at 69 per cent. is only 0'1 per cent; 
at 80 per cent. efficiency it is 3'3 per cent. bllt from 90 
per cent.· to 100 per cent. the bonus rises from 10 per cent. 
by 1 per cent. per each unit of increase in efficiency to 20 
per cent. for 100 per cent. efficiency. This one per cent. 
increases for men above the 100 per cent. efficiency 
standard, e.g., a 110 per cent. efficiency man is pl\id the 
task wage plus 30 per cent. bonus. 

The system seems rather complicated, but it simply 
. means that the efficiency of the workmen is the ratio 
between the standard hours of his task and the actual 
number of hours he takes to do it. Thus if the standard 
time of a job is 100 hours and the man takes 120 hours 
to do it, his efficiency is ill or 83! per cent.; if he 
takes only 80 bours to do it, his efficiency is ';; or 125 
per cent. 

The Emerson system may be introduced gradually, tbe 
transition from the time to the piece task being introduced 
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as the individual workmen show improvement. In 
practice it has been used in railway repair shops, and it is 
more adaptable than .the other efficiency systems to 
sbops where standardisation of the rigid tYl>e demanded 
by Scientilic Management is diffioult. As compared with 
the task-with-bonus system, it is more suited to the 
average factory which has to work with a number of 
average or under-average men. The stimulus offered by 
the system is attainable by men of different degrees of 
activity and energy. In the Gantt system only the most 
skilled workmen are kept; in the Err..erson· system 80 
per oent. efficiency is accepted as a stand !lord of good 
performance, and workmen who cannot attain it are 
transferred to jf)b$ for which they are more litted. 

The Emerson bonus, in principle, offers a relatively 
easy method of ohanging from the time rate to the piece 
rate. The men are paid time wages, and are encouraged 
to increase efficiency by the added stimulus. As compared 
with the G"ntt system, too, the scheme is more humane. 
It is more suitable for an average works, and exercises 
a good influenoe on the general mentality of the men; 
The discrimination between different grades of ability 
is not too marked, while the stimulus is worth the 
response in elYort. The gradual rise in the bonus scale, 
too, makes the initial time of the task of less importanca 
than in a scheme where a given degree of perform
ance gives a big jump in the bonus earned. In 
practice efficiency is reckoned not by a job, but over 
a period usually from two weeb to a month, and mis
takes in the fixing of times, or sets of times, tend to 
balance each other. It ml\)' occur that in a long job in
volving many processes, each cap~ble of individual 
measurement, standl\rd times may have to be fixed for 
the individual operations as well as tile full job, and Ute 
bonus reckoned for individual jobs offset by the lost time 
,on olher jobs. 
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The Emerson bonus may be applied not only to given 
jobs, but to subsidiary work, the proper performance of 
which is essential for prompt work. Train drivers, oilers, 
stokers, and many other types of workmen c~n help in 
the general efficiency, and it is possible to p!ly these a 
bonus b~sed on the efficiency of the whole shop. Store
keepers, inspectors, and other grades of workmen can 
also be brought into the system. It has been used to 
expedite the completion of work by a given date (as in 
railway repairs), and it is possible to apply it to railway 
engine drivers, stokers and guards, when the bonus is 
given for punctuality in running to time-table and 
economy in use of fuel. Like other efficiency systems, the 
Emerson bonus requires scientific organisation through
out the works, and one of its distinctive advantages is 
that every process and every grade of workmen can be 
brought within it. Experience shows that it lessens cost, 
discourage~ delays and waste, and encourages co-operation 
in the works to secure these ends. 

From the point of view of the employee, the Emerson 
bonus gives a feeling of security, for in addition to 
a guaranteed time wage, he can earn his bonus without 
being extra-efficient. The moderate workman feels that 
he is encouraged to improve, and the management finds it 
pays to train the men to reach the highest standard. 

The Emerson system, like all piece systems cannot 
continue indefinitely on one initial rate. Efficiency 
systems are far less open to the charge of .. cutting" prices 
than piece work, but conditions must arise when, owing 
to new inventions or improved organisation, the rates 
must be revised. Silch revision always raises the ques
tion of the relative shares of gains due to improvements 
which should go to labour and capital. This is a funda
mental question which no automatic scale will solve. 
It must ultimately be settled by mutllal arrangement and 
good will. 
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The Emerson system is capable of adaptation or 
variation according to individual ideas, e. g., the 100 per 
cent. efficiency standa~d may be rewarded by a 30 per 
cent. instead of. a 20 per cent. bonus, thus giving a bigger 
rewlud for the standard job. The figures at the lower end 
may also be improved to encourage leal'nel's or men who 
consistently fail to rise to the higher flights. 

It is also l'ecognised that all efficiency systems breed 
in the workmen intense interest in their work. It follows 
that the men should be regularly shown the result of 
their efforts, in regard both to performance and to wages 
earned. 'rhe principles of the system on which they work 
should also be clearly explained to them. These are the 
functions of the management. 

Like all new movements, Soientific Management has 
been enthusiastically acclaimed and bitterly opposed. 
The number of scientific plants in the United States is 
now considerable, but so fl1.1' industry as a whole looks 
upon the movement more with suspicious tolerance than 
with definite favour. Its supporters claim advantages on 
all sides-decreased cost and increased output for the 
employer (so much as 200 per cent. increased output has 
been declared to be the result of Scientific Management), 
and increased wages and better working conditions for 
the workmen. Were advantages 80 marked and so 
invariable as its adherents profe.'IS, it is difficult to see why 
any industrial concern of the modern world still sticks to 
the old scheme of things. 

The theory of Scientifio Management undoubtedly 
alters some salient advantages. The application of 
soientific methods to industry, whioh, it may be noted, the 
opponents of Scientifio llinagement claim is much older 
than Scientifio Managllment itself, is undoubtedly useful 
to a concern if it can be proved to give a prior 
knowledge of costs, better than that produced by any 
other system. On the oth6J' hand, it is claimed that 
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cost-accounting under the old systems of management 
can do this; so that were this the only benefit which 
Scientific Management could produce, it would not pay 
an employer for the trouble and dislocation due to 
its introduction. Scientific Management, of course, 
claims to get at the root of things more than other 
systems: it starts from fundamentals and is an organised 
system, as contrasted with the haphazard methods 
previously prevalent; cost-accounting under these con
ditions must necessarily be more exact. In practice, 
it is stated that Scientific Management not only increases 
output but improves quality: in other words, it 
achieves the end of all piece r<ltes of wage9 without the 
disadvantage of other piece wage systems, namely, that 
quantity is of more value than quality. It seems un
doubtedly true that in plants worked under Scientific 
Management, the standardisation of the tasks and the close 
inspection which accompanies the standardisation certainly 
increases the quality of output. On the other hand, 
it has to be borne in mind that Scientific Management 
as a system is suited to the efficient workmen, and 
it may be because these plants are worked only by high 
quality workmen that the work is of a very good quality. 
It is easy to argue that all work is good in a factory where 
all workmen are good. Unfortunately the world has not 
yet experience. of scientifically managed plants in which 
the grade of labour is not high. Were Scientific Manage
ment to become world-wide, this cOlltin~ency would hav~ 
sooner or later to be met: 

It is altIo claimed that Scientific ~anagement is a great 
improvement on the old system because of its clear 
distinction between management and operatives. To 
the management is given the duty of planning; to the 
operatives, of performing. It may be contended with 
justice that as the brain of the management is as a 
rule 011 a' higher level thfUl that of. the operatives, it 
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is mOl'e economical for the higher grade men to do 
higher grade work. Under the old system, a good deal of 
management was left to the operative himself; and it may 
be said that he is better employed in actuRlly performing 
his routine task set out for him according to a more 
scientific plan. 'l'he existence of the planning department 
may, with truth, be sa.id to prevent a great deal of the 
loss of bot.h effort and material .cha.racteristic of other 
systems. 

}'rom the workmen's point of view, the benefit of 
Scientific Management may DB summed up in one word
more wages. If the ra.tes are properly set, the efficient 
workman is highly rewarded, and this no doubt means 
better relations between the management and the oper
atives so long as the wage is high and the system of wage 
fixing satisfactory. But it cannot be contended that the 
wage system is satisfactory except for high grade work
men. Most scientifically managed plant!! arrange for 
intensive courses of training for apprentices, but even 
with such training Scientific Management has little use for 
the lower type of workmen. The existence of the lower grade 
men in a scientifically managed werks would invariably 
lead to confusion and dissatisfl&ction. From the point of 
view of industrial pl"ace, therefore, Scientific Manage
ment is beneficial only where high grade workmen Gore 
employed. }'or such workmen, of ('ourse, Scientific 
Management IDI.'3nS not only high wages with !Shorter 
hOllnl, but mOn! opporlunit.illS for recn!a.t ion. It is· in 
tho interests of tho management to Ilee that the 
workmen's health and living conditions are thc best 
possible, for Scientific Management, above all things. 
requires a h8l\l.thy body. From the workman's point 
of view, too, there is a certain satisfaction in the 
knowledge that they earn high grade wa.,oes for high grade 
skill: such a knowledge increases the workmsn's self
respect, and undoubtedly altects his wbole mental outlook. 
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It is also claimed for Scientific Management that with the 
increased care and inspection, break-downs and accidents 
happen less frequently-a claim which obviously has a 
solid foundation. 

These claims are by no means universally admitted. 
lbny employers argue that although output may be 
increased, overhead charges are also enormously 
enhanced. Scientific Management means an enlargement 
of the most highly paid st~ff, viz. management. Often 
the incrtlase is considerable and it depends largely 
on the size of the factory and the type of the work, 
whether the ratio in the increase in overhead charges 
is offset by the increased output. Some employers, 
whil~ admitting that on the whole working costs are 
reduced by Scientific Management, argue that this is true 
only in times of prosperity. In times of depression, 
workmen can be dismissed; but thc permanent staff, 
often of a very specialised nature, of the planning 
department must be retained. On the whole it may be 
possible that the gains in times of prosperity may enable 
the ma~ufacturtlr to bear the losses of stagnant trade 
periods: only analysis of individual instances can satisfac
torily settle this question. Some employers have also 
.argued that Scientific Management does not easily permit 
of sudden changes in a workshop, to which the supporter 
of Scientific Management would answer that it is the 
function of the management to be prepared at all times 
for such changes. lJnfortunately for the suppartors of 
Scientific Management, some unscrupulous firms have 
introduced spurious systems of Scientifio M"aagement in 
order to take a temporary advantage of their labour, while 
other firms, with good intentions of introducing Scientific 
Management have not succeeded owing to their failure to 
secure the proper men to intl'oduce it. Some concerns have 
made only half-hearted attempts to introduce it: they have 
tried to preserve the best features of the old system and 
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to engraft on them the best features of Scientifio Manage
ment, and have failed in the attempt. Others again have 
introduced this system too rapidly. Convinoed by 
examples personally seen or by the theories of Dr. Taylor 
Rnd others, some haaty oonverts have tried to introduce 
Soientifio Management without due respect to old conven· 
tions and habits. These failures have been debited to the 
account of Soientific Management as a whole. 

From the above few remarks it will bo seen that the 
chief olaim of Soientific Management from the employer's 
point of view, "il., the inorease of output and the reduc
tion of working costs, has not been oompletely proved. 
From the workman's point of view, the objections are 
many-so mn.ny indeed that it is not improbable that 
they may completely bar the way to substantial progress. 
Trade unions object to Scitmtific Management on the same 
general grounds as they object to piece rates as a whole. 
Difff\rentiation among the workmen breaks up the solid
arity of the. working classes; it takes the men away from 
the unions and destroys their chief weapon, collective 
bargaining: it also increases efficiency and with it 
output and, according to the logio of many trade unionists, 
increases unemployment. The individual workman, 
the trade unions also contend, is foroed to work at a 
speed which is unreasonable and which is bad for his 
physical health. The answer to this objection has 
ah-eady been given_il., that Scientifio Management 
gives higher wages. and that the additional concentration 
required is balanced by the requisite rest periods, shorter 
hours and welfare work. Another and a more vital 
argument against the system is that the workman is 
reduced to the status of a machine. In Dr. Taylor's 
well-known example of shovelling pig iron,. he states 
that the type of man most suited to this experiment is 
tbe non-thinking bonne type-the man with muscular 
strength and little bmin. Scientific lIana,,<>ement, by 
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taking away the initiative from the workman, undoubted 
ly nat'rows down the field of thinking on the part of thE 
individual workman, and to this the workman decidedlJ 
objects, :however unjustifiable his objections may be iD 
scientific theory. Workmen object merely to carry oul 
instructions and to work according to a fixed routine a! 
rigidly as the piston of an engine. They also contend thai 
the system is a system for gods and not for men. There 
is no room for the weakling or the under-average man, 
perhaps not even for the average man. Scientific 
Management is a scheme for experts and, in spite of the 
remuneration, it is the expert workman who objects mosl 
to being cribbed and confined to the narrow routine 
which Scientific Mana~ement prescribes for him. This is 
the supreme argument against Scientific Management. It 
does not take into account the personal and individual 
factor in the performance of manual work, and this diffi
culty must be surmounted before Scientific Management 
can overcome the objections of trade unions. On the 
fundamental issues involved in .Scientific Management, 
this is not the place to make remarks, but it can reason
ably be doubted whether scientific time-study, motion
study and fatigue-study can really satisfactorily deter
mine the conditions of work for individual workmen. It 
is possible that the enquiries which have been prosecuted 
so far are on the right lines, but much has to be achieved 
before standards can be absolutely settled. Here again 
there is the fundamental difficulty of applying to moral 
entities laws which may be regarded as invariable in 
the physical or chemical world, or even in the lower 
animal world. 
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5. Other Systems. 

Within the limits of the present book it is impos
Bibl~ to describe every· variation and combination of the 
time and piece systems. Some notice may, however, be 
taken of three further schemes-the Cost Premium, 
Slidin~ Scales, and the recent Priedtman· experiment. 
The last dovetails into the seoond part of our subjeot
Profit.Sharing and Co·partnership. 

Tlte 008t Pl·emium. 

'l'he Cost Premium bears certain analogies both to 
sliding scales and to profit-sharlng. It is not extensively 
used, and, although in praotice it is usually added to a 
time system of payment, it is adaptable to piecework. 
The object of the Cost Premium is to encourage care in 
tho use of plant and of raw material, and to discourage 
waste: in a word, it aims at eoonomical production. The 
Cost Premium is not easy to work, and its construotion 
involves a number of diffioult eoonomio prinoiples. The 
general idea of the system is that a standard cost price 
is adopted for a given product. This oost price inoludes 
the oost of raw material, wages and general working 
expenses. Usually, in order to avoid fluctuations, the raw 
material is taken at a fixed price approximate to that 
quoted at the time of the fixation of the basis. This i~ an 
initial diffioulty of the system, as the price of raw materi!i1 
varies, partioularlyat times such as the present when 
price movements are both rapid and unnertain. Continual 
vllrial ion of the price of material makes calculation difficult 
and tends to throw the whole system out of gear. Normally 
a fllirly liberal cost price is acoepted as a basis: to this is 
added the other expenses; and any saving effected forms 
a bonus fund for the employees. For instance, if Rs.l00 
per ton is acCt'pted as the cost basis, and the price of 

10 
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production is reduced to Rs. 90, the ten rupees difference 
goes to the bonus fund. The division of the bonus among 
-the employees is another difficulty. The simplest plan is 
to di vide it il?- proportion to the wages received. Some
times foremen and specially efficient men are given special 
rates, but differentiation of this kind tends to create dis
"llatisf~ion in a works. In some cases, the bonus is 
divided over both wage earners and salary earners on the 
principle that the management has equal responsibilities 
with the workmen in reducing costs. Here again an 
element of discord· may be introduced, as the workman is 
often illogically inclined to argue that the higher p'Lid 
employees should not partil.ke of a fund which in origin 
was meant for the manual workers only. As a rule it 
pays the employer to give the men all the bonus, as he 
saves overhead charges through the saving of time and 
prevention of waste. 

The principle of the Cost Premium permits of many 
variations. Graduated scales, by which the bonus is raised 
as thll cost diminishes, may be granted. It is also possible 
to apply it to piece work, and in this respect it is useful 
in that it offers a double inducement to the employees. 
Piece work in itself encourages output, and the Premium 
Bonus encourages saving of material. The employer thus 
gains doubly. Obviously, too, it may be applied to con
tract work and to the superior staff !If a works, although 
in the latter case it may be advisable to separate the 
managerial bonus scheme from that of tbe workmen. 

The difficulties and advantages of the scheme are 
both obvious. Workmen are encouraged to be economi
cal in the use of material and time, and to exert their 
hest efforts. The employer gains in saving of overhead 
charge:' and, especially where the system is C'ombined with 
piece work, in increased output. In practice, the details 
of the scheme require some time to work, and workmen 
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as a rule prefer quick returns. From the workmen's 
point of view, too, the soheme compares unfavourably 
with other systems insomuch as, in periods of bad trado, 
they may be liable to lose over it, partioularly if tho 
soheme permits the accumulation of debts in cases 
when the cost is above the standard cost. Like other 
sohemes, too, it is open to the disability of cost or 
rate cutting. 

Sliding Scale,. 

When first devised, the sliding scale system was hailed 
by eoonomists as a complete solution to the wages problem. 
It first C1\me into prominence in the coal industry in Great 
Dritllin a little after the middle of last century, and two 
of its most noted exponents, Professor J. E. C. Munro and 
Mr. L. L. Price enthusiastically acolaimed it as a solution 
to the problem of industrial unrest. Professor Munro 
indoed went so far as to 0011 the sliding scale co the greatest 
discovery in the distribution of wealth since Ricardo's 
enuncil\tion of the laws of rent." For a full exposition 
of early sliding scales, the reader may be referred to 
Professor Munro's • Sliding Scales in the Coal Industry' 
Ilnd • Sliding Scales in the Iron Industry' and Mr. L. L. 
Price's well-known book • Industrial PCIIoce.' Experience 
III\S not borne Ollt the 8IIrlier expectations of sliding scales, 
but there is no doubt that it has proved useful in the 
industries in whiob it has been adopted. 

'1'he sliding scale bears close affinity both to the pie\l&o 
wOl'k system nnd to profit sharing, The underlying 
principle of the earli~r sliding scales was to give to labour 
a share in the increa.~ed prosperity of the undertaking ~ 
wllioh it was engaged, as measured by the selling price 
of the product. Latterly the sliding seale was adopted as 
a means to equate real wages with the cost of living. 
In the price upheavl\ls due to the Great War. it was 
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essential to vary wage standards according to the prices of 
commodities or the purchasing power of wages, and a 
convenient standard was found in the cost of living 
index number issued monthly by the Labour Departmen1 
of the Board of 'l'rade, now the Ministry of Labour 
This application of the sliding scale proved a hand, 
expedient for keeping real wages constant or at leas1 
for preventing them from falling below a reasonable pur· 
chasing power standard. 

The trades in which the original sliding scales wer( 
most frequently applied, and in which the sliding scalE 
principle has continued, are coal and iron-stone mining 
both. in England and America and the manufactured 
iron and steel trades. Insetting a sliding scale, the first 
essential is to ;fix the standard or normal price and till 
stlondard or normal wage. Once these two constants 
have been fixed, the variations are settled as the result 
of collective agreement. The standard of both prip-es 
and wages is usually fixed for an agreed period of time 
varying from one to six months. The perioll selected is 
looked on as a. normal period, and the averages of the 
prices and the wages are taken as the· norm or standard. 
InthEl South Wales sliding scale which wa.~ devised in 
1875, the prices and wages prevailing during the year 

. 1869 were taken as the standards. Once the standard 
is fixed, the relative shares of labour and capital are 
determined. Revision periods are fixed at stated inter
;vals; e.g., in the above-mentioned sliding scales in the 
South Wales, the revision perioi wa.s fixed at 6 months, . ~ 

and percentage scales were mutually agreed on between 
the workerli' organisations and the employers. In the 
Sou-th Wales scale, for every shilling per ton ad vance in the 
pric~ of coal, wages were raised by 7id. 'l'hese scales 
were altered later to suit new conditions. For the fixa
tion of ~he standard, it is obviously necessary to have 
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accurate statistics, provided, if possible, by both employers 
and workmen's' organisations, as the success of every 
scheme depends upon a standard which is statistically 
as nccurate as possible. In the fixation of the percent. 
age which accrues to labour and capital, fundamental 
economic principles are involved. The relative shares 
which go to wages, management and ca.pital have all to 
bll settled, and as there is no rule of thumb for such a 
settlement, it must depend ultimately upon collective 
bar~aining. 

Onoe labour and oapital agree on the standard wage, 
there are obvious ad vllnt,ages in the sliding scale system. 
In the actual schemes put into operation, a neutral 
element was introduced by tho provision of periodio 
examination by accountants of the figures relevant to 
the soales. This neutral element tends to allay the 
suspicion of workmen that the employers' prices may be 
.. cooked." But, as will be uppal'ent presently, the price 
determination is not so el\8Y in practice as it seems in 
theory. The sliding scale hilS latterly become prominent 
more II.S 1\ measure for stabili~ing wages and purchasing 
power. and it actually tcnds to seCUI'e this end nlthough 
in origin it WII.S ndopted only as 1\ method of payment. So 
rar the ~liding scales have becn adoptl'd only in basic 
industries. sucb as the conlRnd iron and steel industries, 
Rnd the prices of the basic products of these industries 
1\1'6 commonly I\n index of geneml price movements, !l0 

I hat a rise in the price of such products, which also meuns 
a rise in wages. tends to raise the wllges of the workers in 
conrormity with the ~i"ing price levcl of commodities 
thro\lghout the country. It nu\y reasonably be doubted 
if the sliding sClIle would be just in non·b:lsic industries, 
Cor prict's in them are often out of nil reilltion to prev:w
ing prict\ movements. If tho price of coal rises, in all 
probnbility the price of other commodities will rise shortly 
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afterwards. :But the price of silk products may rise with
out either causing, or being the effect of, general price 
rises. A sliding scale applied to the manufactured silk 
industries might, therefore, only benefit one section of the 
community at the expense of the rest, and, incidentally, 
disturb the general wage equilibrium of the country. It 
may, therefore, b~ held to be trl1e that the sliding scale, 
while successful in certain basic industries, might produce 
both economic disturbancc and injustice were it applied 
universally. 

In experience, the vexed questions concerning the rela.
tive shares between labour and capital have been amicably 
settled by the parties in question. It is not always easy 
to trace the direct connection between wages, prices and 
profits. Rises in prices and wages may coincide with faIl
ing profits, and as it is in the inteIests of the workmen to 
keep the price of the product up, sliding scales may lead to 
restriction of output. Other things being equal, increased 
output will, in all probability, reduce prices and, therefore, 
wages, while it might increase profits. Decreased output 
mayor may not increase profits: it depends on the cir~um
stances of each individual case, e.g., foreign competition or 
monopoly conditions; and fnrthel' economic considerations 
have to be taken into account. 'I'hus it is possible that 
prices and wages may rise at the expense of profits, but 
under the sliding scale the workman must remain under 
the impression that, the higher the price, the higher his 
wage will be. The obvious result is that a sliding scale 
industry may flourish at the expense of the consumer. 
In this respect the sliding scale is distinctly disadvantage
ous as compared with profit-sharing schemes or schemes 
which pay bonuses or premiums, for such schemes offer 
incentives to the workmen to reduce COSt.1 and raise 
profits, irrespective of the price of the product. It has 
been held that it would be more economic to make sliding 
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scales vary not in direct, but in inversc ratio to prices, thus 
stimulating a dcsire on the part of workmen to avoid waste 
of both effort and material. 

The fixation of prices raises many difficulties; one of 
these is that where contracts are made forward on .a 
fixed price, the aotual prices may not be the prioes at 
which oontraots have been made, and there may conse
quently be diffioulty at the revision periods. Again 
there is the fundamental diffioulty of all schemes wbioh 
savour of profit-sharing. Profit-sharing may logically 
be said to involve loss-sharing, and sliding scales, to be 
logioal, should be sliding scales downwards as well 
as upwards. The downward tendency, of course, is 
always unweloome to workmen, but occasion must arise 
when revision downwards must take place; these have 
been numerous during the la&t few years. 

Experience of the sliding soales iu the coal and iron 
industries in Great Britain has been favourable. Ori
ginally they were welcomed by the workman, who felt 
that instead of being under the iron law of wages, he 
was made an interested partner in the industry in whioh 
he was working. It pleased him to share in the 
increased prosperity of the industry and it gave him an 
added interest in its general economic position. It also 
to a certain extent solved the opposed interests of labour 
and capital, for the workman felt that if prosperity 
ha-} come, it had not come to the capitalist alone. but 
WII8 shared by everyone. The sliding scales of the 
war period. based on the cost of living index number. 
also workE'll harmoniously. but the crucial test of trade 
depression at the moment has upset nearly every wage 
scheme in existence. On the whole it may be said 
that the sliding scale, while theoretically unsollDd in 
many particulars, has proved useful in practice, but has 
by DO means come up to the expe,ctations of its devisers. 
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The Priestman Sclteme. 

'l'he Priestman Scheme of Co.operative Production 
is an example of what is sometimes termed the collective 
bonus or collective output bonus. It is a cross between 
profit.sharing and ordinary payment by results. The 
scheme was first adopted by Messrs. Priest man Brothers, 
Ld., Hull, in 1917, and it is now said that 21. firms have 
copied the original scheme, and that 17 other firms 
have adopted modifications of it. The object of the 
scheme is to encourage 'team work.' ,The underlying 
assumption is that while piece work is a useful instrument 
for getting good work out of individuals, it fails to get 
the best results because it does not encourage team work, 
i.e., the common feeling necessary to make all the workmen 
pull together. The best results, according to the origina
tors of the theory, are to be attained by allowing all tbe 
workmen engaged to benefit equally from the reward of 
their efforts. Any improvement is shared by all who 
bave contributed towards the increased outpnt according 
to theu- daily rate of wages. The scheme is applicablE> not 
only to actual manual workers, but to clerks and the 
management in general. The scheme is based on the 
principle of co.operation. 

The first step in introducing such scheme is to fix a 
standard output. This is done by ml1.king an estimate of 
the work produced by a selected number of men over an 
agreed period. This period is selected, of course, after a 
full discussion between employers and workmen's 
representatives: in fact, the central organisation of the 
scheme is a Works Committee, which discusses with the 
management all matters appertaining to the scheme, and, 
in particular, examines and verifies thc output of every 
month. All the men and youths are paid trade union rates 
of wages, to which is added the bonus which results from 
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the scheme, so that any increase over and above the 
standard output means a rise in wages for everybody 
employed in the works. If the standard output is 100, 
and in a given month the output reaches 140, the work.:. 
men are paid their trade union rate plus their share in the 
bonus at 10% , which is spread over the whole works. 'fhe 
Priestman scheme, though new, has aheady attracteci 
wide attention largely because of its adaptability. On~ 

difficulty of the scheme, and this difficulty is characteristic 
of all schemes for which a standard has to be set, is the 
fixation of the original standard. It may also be pointed 
out that when Mr. Priestmo.n first introduced the scheme 
he gave to all workers a 10% increase in day wages 
irrespeotive of output, which may have had something to 
do with the initial sucoess of the scheme. It has been 
pointed out that similar schemes have failed owing to the 
dissatisfaction of tbe better workmen with the smaller 
returns from the collective bonus than ordinary piece 
work would give them. This is one of the root difficulties 
of all collective schemes. The specially efficient workman 
tends to beoome dissatisfied as the results of his efforts are 
pooled to make a level remuneration over works in 
which there may be at any time a fair proportion of 
slackers or relu.tively inefficient men. On the other hand, 
it may be said that it leads to encouragement of team 
work, and discouragement of slacking. It has always to 
be kept in mind that extra efficient workmen are really 
the most profita.ble workmen and no employer with a 
!t\rge supply of such workmen would Ot\re to discourage 
them by making them pool their earnings for the less 
diligent. All colleotive bonuses suffer from this 
disability and the Priestman scheme is too young yet to 
admit of fair judgment, especially 1\.'1 practically the whole 
lll'riod of its existence hM heen industrially abnormal. 
Olher thing>l ooing equal, the scheme may be expected 

11 
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to be'successful in small industries where each workman 
knows his fellow and can urge him on, and where the 
employer by personal precept and example can encourage 
his employees to good work. As compared with other 
schemes which have been examined, there is nothing in the 
scheme'which encourages efficient economical production. 
If the bonus is paid on output, the workman must con
centrate on output, with the result that in the haste to 
secure quantity, quality may be forgotten. 



Part II 

Profit-Sharing and Co-Partnership 

I. Definition of Profit. Sharing 

The subjeots of Profit-sharing and Labour Co-partner
ship might with equal justifioation be inoluded in u. 
book on the Payment 'of Wages or on Industrial 
Peaoe. They are both methods of payment and mothods ' 
of seouring industrial peaoe. frofit-sharing is an attempt' 
to reoonoile what, espeoially in the minds of the working: 
ollloSses, are often regarded as opposites-labour and capiu.I, 
and profits and wages. With the growth of individual 
independenoe in the labourer and the development of 
olllss consciousness in the manual working classes, the 
feeling hlloS grown in intensity both among wOl'kers and 
among employers that there should be some method 
whel'eby manual wOl'ken should automatically benefit 

·by periods of industrial prosperity and high profits. In a 
general sense, of oourse, the prosperity of an undertaking 
and genel'l\1 indllstrial prosperity raise wages by the 
ol'tlinary economio prooess of increlloSing the demand for 
h,bollr. Even without the intervention of suoh automatio 
schemes as profit-sharing, mllny employers have 
oonsistently shared prosperity by adding to the Ol'dinary 
wage-ratl's or employees, both manual and clerical, 
periodicl,1 bonuses or prescnts. as rewards for good work 
and good results. The sliding scale system, too, in some 
respeots, resembles profit. sharing, but as we shall see, 
profit-sharing has now a definite meaning and applies 
only to ~rtain types of schemes. 



8~ PROFIT-SHARING AND CO-PARTNERSHIP 

The principle of sharing is by no means a new one, 
but in its modern form it is so distinctive as to seem 
almost entirely different from the more primitive system 
of which it is a descendant, 17k, product-sharing. Product· 
sharing, by which the employee received a certain amount 
of the actual material which he produced, was common in 
the days of home industries. It was and even to.day is 
common ill agriculture. The agricultural system of 
tenure known as metayage is one of the best known 
systems of product.sharing. The primitive partnership 
of the metayage system peculiarly enough has never 
passed into the more highly developed system of profit. 
sharing "in agricultUl'e itself. From time immemorial, 
product-sharing has been a recognised method of payment 
in fishing. But it haS long since passed away as a method 
of remuneration in modern general industry. J n the 
days of· handlooms and of cottage industries, it was 
easy for the employer and acceptable to the employee to 
give and receive the materials which they made. The 
employee welcomed his share of cloth, whicb, if he did 
not require it himself, he could sell or barter for some 
commodity fOl' which he had greater need. With the 
growth ()f large scale production in industries, the whole 
idea of product-sharing has now lost its meaning. It 
would be entirely useless so far as the workers are 
concerned. The product now is reduced to its money 
value, and, all other elements in the productive proces~ 
having been taken into account, a share in the profits 
ultimately realised is handed over to the worker as I\n 
addition to his earned w.\ges. Profit-sbaring is thuq an 
addendum to the ordinary wage· system. Tbe worker 

I receives a fixed wage, and, after the results of his and 
his fellow workers have been appraised in the businellS 
aecounts, he receives a share in tbe profits he and they 
have helped to make, if any such profits are declared. 
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The· above ideas are borne out by the recognised 
definitions of profit.sharing. One of the earliest standa.rd 
definitions is that of M. Charles Robert-a definition 
accepted by the late Mr. D. F. Schloss in his well known 
Report on Profit-sharing (189'!'). "Profit-sharing," this 
definition says, "is a volun tary agreement, express or. 
implied as the oase may be, by which an employer gives 
to his workmen, over and above the ordinary wage, a 
share in his profits without participation in losses." The 
definition accepted by the Ministry of Labour in Great 
Britain is that formulated by the International Congress 
on Profit.sharing held in Paris in 1889. 'I'his definiti<>n 
is: II The agreement, freely entercd into, by which the 
employees receive a share, fixed in advance, of the 
proUts." These two definitions are representative enough 
for our purposes, and, between them, they bring into 
prominence the chief characteristics of profit-sharing. 
In the most recent report of the British Mini~try of 
Labour on the suhject (published in 1921)) attention is 
dl'l\wn to the following points in the definition on which 
ambiguity is possible, and on whioh a special committee 
of the Congress itself providl'd the necessary elucidation. 

(I) The agreement ml\y be either expresS or implied; 
in oth~r words, it may be an agreement binding in law, 
whi('h, in modern large industries, is the normal form 
which suob an agreement usually takes. Or it may be 
only " moral obligation or promise, provided that it is 
honourably carried out by both sides. The agreement 
nili'd not be entered into forml\lly by an employer or firm 
ami his employees, I'ither individually or collectively. It 
II1l\y merely be promulgl\ted by the firm, to take effect on 
given conditions from a gi\"en date. Almost needless to 
say the ends of protlt-sh,uing are best served when the 
employees are fdUy eonsulted and their wishes ascertain
ed bv vote or otherwise • • 
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(2) A share in profits means a sum paid to an 
employee, in addition to his wages, out of the profits of 
the firm, and the amount of the share must depend on 
those profits. Thus if an employer undertakes to con
tribute £1 to a pension fund for every £2 contributed 
by his workmen, this is a case of profit-sharing only if 
the sum is paid out of profits, because the sum payable 
under the agreement does not depend upon the amount 
of the year's profits: it is an undertaking given by the 
employer irrespective of profits. The bonus must also 
bear a fixed and definite relatiol! to profits, otherwise all 
payment.s to employees out of profits ~such as Christmas 
presents and special bonuses in good years) would be 
called profit-sharing. 

,3) The profits from which the amounts may be paid 
from the profit-sharing scheme are to be understood as 
the actual net balance of gain realised by the financial 
opel'ations of the undertaking in relation to which the 
scheme exists. Thus the payment of bonus on output, 
premiums proportionate to savings effected in production, 
commission on sales and other systems, sometimes known 
as. gain-sharing, under which the· amount of the bonus 
depends upon the quality or amount of the output or 
volume of business, irrespective of the rate of profit 
earned, do not constitute profit-sharing. 

(4) 1010ney paid to an employee under a profit-sharing 
scheme, properly·speaking, must be paid to him strictly 
as an employee, i.e., in consideration of the work done by 
him. The fact that an employee has shares or a pecu
niary interest in a concern and because of such holdings 
receives a. share of profits does not constitute profit. 
sharing, but if an employee receives shares on specially 
favourable conditions from the firm, or receives special 
interest on his holdings varying with profits, this does 
come within profit.sharing. 
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(5) An important element in the definition of the 
International Congress on Profit-sharing is the phrase 
.. fixed in advance" or " pre-determined." According to 
the decision of the committee of the International 
Congress, which examined this question, it is not neces
sary that the employees should know the exact basis upon 
which the amount of thair share is detel'mined, but any 
scheme which is indeterminate, i.e., if the employer at 
the end of the year decides on his own initiative how 
muoh he is to give within the scheme, is not, properly 
speaking, profit-sharing. The necessity of a pre-deter
mined scheme is fairly obvious. One of the objects of 
profit-sharing is to call forth the best exel·tions of work
men, and it should be made clear to them befol'rhand 
tbat they will share in the results of their own exer
tiOIlS. 

(r.) In regard to the difficult question of the basis of 
di~tributiol1 of the profits to individual8, the committee 
was. inclined to accept any scheme which satisfied the 
main callolls of the definition, whether the employer fixed 
the share of eaoh individual on the same basis or whether 
he used his disoretion in distributing the shares to 
individuals according to his opinion of their merit. The 
main point is that the employees' share must be pre
detl'rmined and no part of it may revert to the employer. 

(7) Profit-sharing must extend to the majority of the 
employees in a firm. A scheme which only includes 
managers. foremen and experienoed hands is not properly 
speaking a profit-sharing soheme. "While allowing certain 
exoeptions, such as persons who are not adults and those 
who have not been long enough in. service to qualify, the 
committee oonsidered that not less than 75 per cent. of 
th" total. number of the adult employees who had been in 
the service of the employer for at least one year should 
be included in any scheme. 
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The most authoritative definition of labour co-partner
ship is that issued by the L'\bour Co-partnership Associa
tion in 1911 and amended in 1919. This association, 
which was founded in 1884., has been very largely instru
mental in establishing Workers' Productive Societies 
throughout Great Britain, and, insomuch as it is the 
central propagandist, if not the governing body, 
of such associations, its definitions may be taken as 
standards. 

The statement of the Laboul' Co-partnership Associa. 
tion runs thus :-

.. The co-partnership of labour with capital iR capable 
of many modifications according to the needs of varying 
inciustric~, and in some of them it is applicable to almost 
every industry where labour is employed. In its simplest 
form, taking the case of. a man employed by a great 
limited liability company, it involves-

(1) that the worker shoulU receive, in addition to 
the standard wages of the trade, some shate in 
the final profit of the business, or the economy 
of production; 

(2) that the worker should accumulate his share of 
profit, or part thereof, in the capital of the 
business employing him, thus gaining the 
ordinary rights and responsibilities of a share
holdel'." 

The addendum of 1919 is important. It runs 
thus:-

(3) .. That the worker shall acquire some share in thll 
control of the business in the two (ollowing 
wavs:-• 

(a) by acquiring share capital ar.d thus gain
ing the ordinary rights and responsibi
lities of a shareholder; 
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(b) by the formation of a co-partnership com
mittee of workers, having a voice in 
the internal management." 1 

}'rom the descriptions of various schemes given later 
in this chapter, it will be noted that the co-partnership 
committees occupy a very important place in some profit
sharing schemes. Not only have these committees in 
many cases been given practically full control of the 
scbemes, but they have also been given wide responsibili
ties in regard to general questions affecting the welfare 
of the workers and their relations with the management. 
This is particularly the case with one of the best known 
of the English schemes, that of the South Metropolitan 
Gas Company. In other schemes the employees are 
eligible for seats on the board of directors, while in still 
others, especially in some Frenoh schemes, the employees 
have praotically complete control of the business, 
similiar to the system prevailing in Co-operative 
Prod uction Societies. 

As the last report of the Ministry of Labour points 
out, it is sometimes a matter of considerable difficulty to 
decide whether a shareholding scheme properly comes 
within the definitions of profit-sharing and co-partner
ship. In many cases firms, especially when private firms 
are converted into limited liability compauies, issue a 
certain number of complimeutary shares to the senior 

• Tho followl.. _I.w..... oorried .,~. Oo.putaonbip 000."_ October 
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employees; but such an issue may' not" be accompanied 
byeithtlr the principles underlyin'g' profit-sharing and 
co-p,utnership,or with the practices which have now 
Mine' to,' be 'recognized as incidental to them. An 
em ployer, for example; may issue gratuHously shares 
irian:umber of employees, but he may not institute any 
syStem by which the employeesw'ill be more 'closely 
cOlmected with the' management, or enunciate any den
nite::principlfls by which shares may be given to the 
employees' in~ the"firm ;iIi the future'. In such a Case, 
the'flr~ cannot properly be: brought within the scope of 
profit"sharing and labour' co;partrtersliip '; but if, a' firm 
deflnitllly, announces' fts' inteiition "of-issuing shares, 
either gratuitously or on very' favourable terms, to its 
emplo~e9 'atl'egulai'iritcfvais in'the future; such a firm 
does. work on' the;principlesiiow universal(y connected 
with pront-sharing aild co-partnership. ' 

The objects or profit-sharing and co-partnership' will 
unfold themselves in the analysis' which 'follows. 
]ideliy 'Stated; the objects are' to promote harmony in 
indu~trr by iniltilling into' the minds of employees the 
common' ,inter€'sts of capital, managers and labour. Such 
harmony lessens the chances 'of strikes and lock~outs; it' 
increases the :esprit de' corps in industrial firms, and as 
8' result benefits output 'and' profits. The raising of 
output., an object which profit~sharing has in common 
with oth.er systems, cf payment by results, follows not 
only froin, the act~al share which the employees receive 
from the results of the output, but from the added 
incentive they have to work" hard, to look down upon 
slacking, to economise time and material, and in other 
ways to prevent waste of ~ork, tools and personal strength. 
The employees are also encouraged to save money, and, 
by means of provident fuods, superannuation funds, etc., 
to continue in service with the same firm. Practically 
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'every profit.~haring scheme makes' provision' against" 
sickness, incapacity to work and old' age ; while in most 
casesarrang,ements are made for thllgeneral welfare of 
the employees both inside and outside the factory. 
Profit· sharing is an idea as well as a method of payment. 
As G, J. Holyoake (quoted by Carpenter, in his ao·partner~ 

,8Mp in IndU8try), says .. Industria.l partnership is'c,s 
policy of buying the skill and the will of a man-his 
genius and his self-respect, which elevate industry into a 
pursuit of art, service into companionshir refined,~;y: 

equality and rewarded by mutual, though different degr~e. 
of competenc~.u Behind it is the idea of community ,of 
feeling, of common welfare, and of social betterment. 
It is not a mere machine to increase ~utput; it reJlreseri~ 
a social theory as well as an indust rial fact," , 

:3. Profit-sharing in the United Kingdom. 

The following table shows the dates of profit-sharing 
Rchemes in the United Kingdom from 1865, with an 
isolated Cl\8e known to have existed in 1829. (The table 
is taken from the Report on Profit-sharing and Labo"lf 
Co-partnership in the United Kingdom, L .. !lUed in 1920.) 
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Total number Number of Nam'ber of 
Proportion of Schemes in 

Year. of Schemes Schemel that 
operation at 8ziating 

started in have DOW cealed S("bemel to 
eaoh year. 10 edot. 31lt October, 

total ltarted. 1919 • 
. _-

18711 ... S 2 I 1 
I 1877 .. , ... ... '" l 1878 

· .. 1 2 ... 2 42'9 

1879 ... I ... ... ... I 
1860 ... 2 2 ... J 
1881 ... 8 2 1 

1 1882 ... 2 1 , 
1883 ... 3 2 1 ~ 88·4 

1884 ... 8 2 1 
I 
I 

1896 ... ... ... ... J 
1886 ... 8 " 2 1 
1887 ... 6 6 ... I 
1886 ... 6 6 ... 

r 
14'7 

1889 ... 18 13 6 

J 1890 ... 32 29 3 

1881 ... 16 14 2 1 1_' ... 17 15 2 I 
1893 ... 6 5 I t 18'5 

1894 ... 6 3 3 I 
1896 ... 9 7 2 J 
1896 ... 6 4 2 1 
1897 '" 3 3 ... I 
1896 ... 3 8 

'" ~ Ij"-Io 

I 
1899 ... 2 I I I 

1900 ... 9 8 1 J 

I I 
Todt. I lSU.19OO 194 lli8 38 18'8 ... i 
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Total number Number of Number of Proportion of Schemes in 
Year. of Schemes SCQemea that operatioD ot existing 

.tarted in have now oealed.. Sohemel to 
enoh year. to exist. 

3llt Ootober total atnrted. 
1U19. -

1001 ... 4 2 2 ) 

1002 ... 4 2 2 

1003 .. , 0 2 4 48'0 

1004 .. , G 2 S 

IIJ(I{I ... 6 6 1 

1000 ... • 1 8 ) 

1007 ." 9 6 4 I 
1008 ... 16 1 15 ~ 70'9 

1000 ... 10 4 12 I 
19\0 ... 10 5 5 J 

1911 ... 8 1 7 1 
1912 ... 18 2 

I 
16 I 

1918 ... I~ S 13 ~ 82'S 

101' ... 18 6 13 I 
1916 ... 3 I 2 d 

I 
11116 .. , • .. , 4 

11 
1$11 'i 5 ... 6 I 

I~ 100'0 
IIlift ... 8 ... 6 II 

I 
1019 ... 211 ... 211 d 
(10 monthlll) ... --- ----,---, 
'1V1'.\ t. ... 380 IllS IRS 4';1) 

. _- . ... _--_._----- .. ---------

From the table it will be Sf'8n that a total of 380 
schemes hl\ve been known to be in existence, but of that 
total no less than 198, or 52-3 per cenl, have been 
abandoned. Of the schemes in existence at the time the 
report was compiled, only U had been in existence for 
more than 80 years, and only 86 had been starkld before 
lool. 
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The table also shows that there is considerable varia. 
tion in the development of profit.sharing as a whole from 
year to year and fro~ period to period. Profit.sharing 
movements are somewhat fitful. They seem to start or 
revive at periodical intervals, but the initial impetus id 
many cases does not last. A gAneral review of profit· 
sharing and of other industrial movements tends to show 
that the periods of activity in profit.sharing coincide with 
periods of good employment and periods of industrial 
unrest. It is obvious that profit.sharing calln',t be 
successful in periods of depression when profits are either 
small, or non·exi~tent, and it is equally obvious that profit. 
sharing is likely to be tried in times of industrial unrest 
as a method of harmonising capital and labour. From 
the table it wi~l be seen that the years 1889·1902 provided 
an unusual number of new schE'mes. Apart from tbe fact 
that 1889·1891, were years of prosperity, the movement 
received additional impetus from the International 
Congress on Profit.sharing which was held in 1889, and 
which gave much prominence to the movement, and from 
the example set by the Sou'th Metropolitan Gas Company's 
scheme which was started the same year. The period from 
1908·1914 also shows activity above the average. The 
earlier part of that period is notable for the creation of a 
number of gas companies' schemes, while the later period 
1912·1914 was a period of very marked industrial unrest. 
Since the con,lusion of the war, a variety of reasons have 
been in operation. Postponed schemes, held in abeyance 
during the war, were introduced, industrial unrest was 
particularly great, the idea of harmony in industry was 
very prominent, and the boom and slump in trade were the 
greatest ever known. J n 1919 the full numbt r of schemes 
now known to have been introduced was 48. In 1920, 
!L7 more schemes were started. 'lhen came the trade 
slump. In 1921 only 12 schemes were starte.1, and the 
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latest relurn~ show that only six new' schemes were intro
duced in 1922. In 1919 nine schemes were abandoned,: 
in 1920; twelve, in 1921,. nine, and in 1922, four. 

It ia impossible to analyse hel'e in' detail either the 
abandoned schemes or tho course of events which led to' 
their abandonment In the mnjorityof cases, the abandon
ment was due eIther to financial reasons, or to: dissatis-
faotion witli schemes hi operation, on the part either 
of the employers or of the employees. . 

Those·' abandoned for' financiai ref\sons usually 'were 
given up in periods of trade in!\ctivity. The financial' 
re!\Son~ inciude 'losses on the schemes, diminution, ot.' 
profits to the firm, dissolution of the firm itself, or liqui-' 
dation, In no less than 67 of the abandoned scliemes, 
the oause attributed is dissatisfaclion of the employers 
wilh the results of the scheme. The employers did not 
aohieve the results which they antioipated when they 
enoouraged the soheme, eitlier in achieving industrial 
peace, . or in seouring greater personal intere~t. in their 
wOl'k on the part of employees. In a few of the schemes 
whioh have been f\b!\ndoned, the employers have 
substituted other methods of special remuneration, 
t.g:, bonuses not on a profit-sharing basis, old age 
pensions, inoreased wages or shorter hours. In other 
oases of 'abandonment the dissatisfaction of the 
employees, or the opposition of . the trade unions, was 
responsible for the cessation of the schemes. In one case 
the employers gave up the scheme because of the addi
tioMl cl!\ims inade upon them by the passing of the 
Workmen's Compensation Act. The municipalisation of 
the undertaking concerned, shortnge of staff, and various 
oauses oonnected with the war, t.g., increased tnxation,. 
b"Overnment control, increase of wages, war bonuses, 
permission to employees to invest in war loans, and 
confusion caused by wages awards, have also been given 
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as causes of abandonment. In several cases schemes 
have been abandoned when businesses have been con
verted into co-operative societies, which conversion bas 
meant the abandonment of the actual scheme but its 
replacement by similar principles. The latest returns I 

show that the four schemes abandoned in 1922 (the 
schemes had been in opel'ation for 20, 13, 10 and 6 years 
respectively) were dissolved for the following reasons. 
In the first case, involving 300 employees, the scheme was 
given up on account of strikes; in the second, because 
the business (a gas undertaking) was amalgamated with 
another business which also had a profit-sharing scheme; 
in the third case (a very small concern) because of a 
strike; and in the fourth, which covered 950 employees, 
because a new scheme was proposed to be introduced, in 
place of the two schemes previously in existence. 

An analysis of the duration of profit-sharing schemell, 
bo~h abandoned and in existence, shows some interesting 
figures. i'he average duration of all the abandoned 
schemes is 1\ little over eight and a h>\lf years, but a third 
of them came to an end before the fourth year of exist
ence, and a half of them before the seventh. In some 
of the cases the scheme only nominally lasted for a 
given period, as the actual bonus had ceased to be paid 
before the scheme was formally closed. The actual 
average, as distinct from the nominal average duration 
of the schemes, would be considerably les8 than eight 
and a half years. 

Of the 182 schemes shown to be in existence in ihe 
table given above (this number includes 6 8chemes offi
cially described as • suspended' ), 29 were started in 1919. 
The avarage duration of the schemes, excludiog those 29, 
is round about 1-1. years. The age of the existing schemes 
(and this is also true of the abandoned schemes) showl! 

1 fide the £abo., GDMtie (British MiDistry of Labour), September, 19'4 
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an increase of two and a half years as compared with 
that given in the previous report, issued in 1912, of the 
Ministry of Labour. The following table shows the 
distribution of the various schemes according to age:-

1-4 years in 17 esses. 
5-6 II ~6 II 

7-8 II 23 II 

9-10 It 17 II 

11-12 II 19 II 

13-15 II 7 .. 
16.20 II 10 ., 
21-25 II 7 II 

26-S0 II 13 II 

:11-40 II II II 

41.54 " 8 II 

In the United Kingdom, pront-sharing has 81 

its highest success in gas undertakings. (The exs)] ~ 
the South Metropolitan Gas Company is described later.) 
In other industries only a small number of firms have 
adopted profit-sharing in any form, and from the table 
below it will be seen that the abandoned Bchemes of these 
industries are greater than existing schemes. The follow
ing table shows the number of schemes started, abandoned 
and in existence in various trades. 
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NA.TURB OJ' BUBINBSS. 

Chemicals, Boa p and candle manufac. 
ture ; oil, paint, and varnish 
maDufacture; briok', lime, 
pottery, and glus trades .. , 

Olothin~ trades '" 
Electricity undertakings ... 
Food and drink trades (manu-

facture). ... . .. 
Go.s undertakings ... . .. 
Metal, engineering and shipbuild. 

ing trades!-
Metal _,. ." 
Engineering Bod shipbuilding ... 
Mining and qnarrying ". 

Paper, printing and sIhed trndes j-
'Paper making ,.. . .. 
Printing, bookbinding and 

stationery .. .., 
Teztile trades ... . .. 
Transport trades ... "'1 
Woodworkin~ and furnishing trades 
Merchants, warehonaemen and ( 

retail traders .,. . .. , 
Banking, ',insurance Bnd other II 

financial businesses .. , 
Other busineB8es ... ... I 

NUMBER Oil" SCHEMES. 

Aban· 
Started. doned. 

22 
16 

2 

34 
40 

13 
31 
6 

6 

38 
26 
4 

10 

58 

5 
33 

9 
11 

18 
4 

8 
17 
5 

2 

25 
8 
2 
9 

33 

21 

Sur. 
viving. 

13 
6 
2 

16 
36 

6 
14 
I 

4 

!3 
17 
2 
I 

25 

5 
12 

NUMBIlR OF 
BMPLOYEES IN 

SURYlVING SCDSMRB 

(so rAB AS 
BBTUBNID). 

Number 
of firms 

to wbich Employee. 
Returns 
relate. 

12 
3 
2 

13 
36 

4 
II 
1 

4 

12 
17 
I 
I 

23 

5 
10 

16,478 
661 
303 

7,7Q2 
33,626 

7,776 
81.407 
11,232 

1,126 

5,5R3 
24,157 

IP2 
00 

23,237 

24,325 
3,634 

1--1--1--1--1---

'fOTAL ... i 380 19S 182 164 245,300 • 

I This table is taken from the 1920 report. The latest table (September 1923) 
is compiled on a somewhat different basis and gives further particulars. At the end 
of 1022 there were 225 schemes in operation; but the particulars in the table below 
relate only to 11S out of the total. aa the Ministry of Labour did not obtain retUJ"D8 
of Borne of the schemes, while in others it. was impouible from the returPs receivP.d 
to state. the amount of the bonus and the proportion it bean to earnings. Some 
recent. schemes of course ore DOt. included, 08 the tint bonOl waa not payable at the 
t.ime of the compilation of the table. In the subjoined tabl.." Lhe italiei.ed flgurell 

- abo,," the result of ezcllldioJr schemea in which the boull8 ooll8iata of interoat at a 
rate varying with the proflt.s paid on suma depoaited with the firm by ita employoea. 

, The amouut of the bonDI in sach cuea is, therefore. limited by the "tont to whil,;h 
the employee. uaed the dopotlit fand. (Tablet! ,i,," ift. /ootrJOtn. pp. 99-101.) 
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From the above table. it will be seen that, onthc 
basis of numbers employed, the engineering and ship
building group of trades contains thc largest number 
of profit.sharing employees. About half of this number 
however, belongs to one firm, namely, Messrs. Armstrong, 
Whitworth and Company, whose scheme is described 
later. In the textile trades it will be noted that 17 
schemes continue in existence out of a total of 25 
started. 

The following table shows the size of the profit.sharing. 
firms in the United Kingdom for the 1640 firms whose 
num bers were known accurately to the Ministry of Labour 
when the 1920 report 'was compiled. 

Per ceut. 

Having not more than tS employees II 
Having more than 25 bnt not more 100 

employees 24-

The following table (rid. /ootoot., p. 98) ahowl the amount of bonus paid iu 
1922, a.nd the ratio of bonnl to earninge:--

R "tiD of BonuB to Enminga. 

1\'''' '" ... 
r » (l('r ~nt .. ... llmtt' 

2 " 
4 

,d nudN' .. pt"1' ('t\ut. .. 6 
6 .. R 
8 .. 10 

I" .. IS 
IS .. 16 .. l!O 

r ('!PO"- or o"er 
16 
20 .... 
PAtio not .tat~ 

. _.- ---

.. .. .. .. .. .. 
., 

... 

TOTA'" 

No, 0' \ I 
achpmea A:vil"rage No. Number of Am .unt of 
~o WhiCh!of BmpIOye~ Employees Bonnl prud 

parti.. in Cnn'tRut Participa. (or creditftd) 
oulan Employment. tin" in 1921 in 1922. 
ftllate. ' 

, 

£ 
I 71 M,420 26,OO7t Nil 

'" t 63 26,458 23,665; Nil 

... It 13 2R,!>16 8,716 8,053 
9 6,()31 4,923 6.; .... " .. 17 28,715 I '-1.622 133,8.'7 

. .. 17 12,_ 11,210 72.068 

. .. 13 6,Sii 

I 
~,SOO 110,610 

. .. 6 2,(>,>0 l,l!OlI 32.451 

., . S .. -i 
S.SSO so;m 

. .. 3 1.1110 I 114 3..763 

. .. • 1.233 703 !I<.ll56 

.. 8 4.156 I 3._ 1119.508 
r 18 68,167 I 31."75 :!:U,5;4 

... t 9 .tS.495 1I6,j69 lIaO.148 

rut 212._ 1I6,441t 71-1.887 
... 154 1:lS,451 J05,UHl 718,151 

I 

t IncludiDg tbon eaulled to .,.rticipate iD twIN .. h .... the boB .... ail 
t Tbi ..... 111 •• amber .. titlod 10 putioi ..... if -r ................. paid. 
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Having more. than 100 but Dot more thaD 
per cent, 

250 employees .... 
Having more than 250 but not more than 

1,000 em ployee. 
Having more than 1,000 employees 

23 

27 
20 

100 

Before proceeding to an analysis of actual schemes in 
force io the United Kiogdom, we may first give a short 
general analysis of the general principles on which the 
schemes are conducted. The schemes may be divided 
into four classes, Gas Company Schemes; Saviogs or 
Deposit Schemes; Shareholding Schcmes and Cash Bonus 

The fonowing table .hows the results of the schemel5 inoluded in the above table 
(ride 10otflOU •• pp. 99.100) classified according to the industry or baaineBB in which 
the firms are engaged :-

-
- No. of 

sohemes No. of Average Average 

Industry or Business. to whioh Employ ... Amount of Ratio of 
parti. participating Bonua per Bonal to 

'culars in 1922- head,· Earninga,t 
relate. 

£ . , d • 

Agriculture { 7 WI 1 19 1 0-8 .. , .. , 6 207 218 0 1'2 
Engineering, Ship.building and f 20 13,_ I I 7 0"7 

other metal .. , .. , 12 1,665 11010 1'0 

Food and Drink (Manufacture) ... f 13 5,271 17 16 3 146 
10 4,484 20 18 4 16·7 

Tedile ( 21 11,842 6 15 8 49 .,. . .. .,. 
t 18 10,2'U 718 6 6·S 

Pa.per, Printing, Book.binding. f 16 6,611 5 17 11 4-1 
Publisbing, etc.. ,., ,., 15 5,860 6 1 2 4·2 

Chemical, hpJ Oil, Paiot, etc . . 0. f 10 18,2.';5 10 8 6 n 
9 18,148 10 9 9 2·8 

G .. Snpply ... . .. 80 28,780 " " 10 24 
Insurance ... . .. 2 13,814 8 15 a 13il 
Merchants, Warehousemen and 

Detail Traden ... .. , 26 6,570 1015 " 6"7 

Ot-ber BD&ineaa 28 14.002 5 13 8 5'0 ... .. , 26 10,716 7 4 7 50 
1-._-

TO'I'AL 
( 178 Jl6,441 6 " 6 8·8 ... t 154 105,024 6 IS 9 4"1 

• Calculated on the Domber of employee. pariicipating. iDcladiag, wheN the 
bono. ail. the Dumber entitled to participate. 

t TakiDg into aooount the lebamea is wbich the bema ..... 1, bat aoladiag 
(aeoeuarily) thoee iu whioh &.be ratio of booUl to earainJrl coold not be .lated. 
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Schemes. Gas Company schemes are classified separately, 
owing to the unique place they occupy in English profit· 
sharing. The different classes of scheme a.re by no means 
mutually exclusive. Various sorts of permutations and 
combinations exist., but the classification is sufficient for 
our present purpose. As sho.vn by the Report of the 
Ministry of Labour, exact classification is excepdingly 
difficult, if not quite impossible. The general analysis of 
the succeeding paragraphs is on the lines of the above
mentioned Report.. 

Most of the schemes do not specifically state whether 
the arrangement for profit-sharing is a voluntary one, or a 
matter of legal right. Some firms reg~rd the bonus as a 
purely voluntary payment on their own part, while others 
confer a legal right on the employees to share in the 
profits on the terms contained in the legal agreement .. 

The profits on which the bonus is caloulated vary from 
firm to firm. The usual basis on which the bonus is 
rpckoned is the net profits of the business for the year 
preceding the distl'ibution of the bonus. In some cases 
the bonus is declared on half-yel\l'ly profits. In a number 
of ctlses befol'e the amount to be divided among the 
employees is fixed certain other charges have a priOlO claim 
on the profits, e.g., interest on capitlll which the proprie
tors or managers of private husiness('s have invested. in 
the business, a minimum rate of dividend on the capital 
of shareholdl'rs in joint-stock companies, sums for 

It will be eMD from lb. abon tablra (looI.ot_,,,... 99.100) that of the &ntal 

noo,I....." of wort-people ~mployf't'l by the profit..aharihll ~nt"eJ'D" the I'roport.iua 
entitlf'd to partidpate in any bonu diatribu.ted wall more &haD.oae hatl. n .. ie 
.('('IOUnt", for by the fad that in a .,nubel' 01 erh(\lDei profit4baring ill l"MlrietM 
to C!'f'rtain cia ... of c-mplo,. .... or ill mad. an.ilable 0011 to thOle who depo-il aTiD«
with ,b. tlrm_ In mOIl' St-homH" aUnlbto.r of employeea are ezeluded becl.llee tbeJ' 
tail to obMn'e &he oondiuou of 'he 8l~heIDe. Of &hoee entitled *0 participate iD. lINt 
ache.N DeuV 80 per eeat- receintd. a hoou ill 19!!; the remalDdOf' wbo rerein-d eo 
'bnaUi wen -ill IrlDe WhORe pro8ta did Do&. admit 01 &81 dit.&n"'batioa ... thPir 

po...u..'or _IDeo. 
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depreciation or reserve funds, and sums for pension funds. 
Most joint stock companies provide for the payment of a 
minimum dividend before settling the sum available for 
distribution for the purposes of profit.sharing; they also 
make provision for a minimum return on capital, usually 
.about 5 or 6 per cent. These deductions provide a reserved 
limit which profits must exceed before any distribution 
is made to employees. As a rule the employees are 
informed of the principles upon which the amount of bonus 
is calculated; in some cases, however, only a few of the 
senior employees are allowed to know the method of 
calculation; the others are informed only of the total 
amount available for distribution. Several firms make 
provision for the certification of the results of the cal· 
culations by either an accountant or an auditor. His 
certificate may be seen by the employees if they wish. In 
a number of schemes, a fixed proportion of the divisible 
profits is definitely earmarked for the employees. The 
amount divisible therefore varies with the amount of the 
profits. In one or two schemes, the proportion of profits 
set aside for the bonus is determined by scales of 
percentages which vary with the amount of profits. In 
some cases in which there is a reserved limit, the profits 
divisible for bonus are fixed not in proportion to the 
remaining profits above the limit but in proportion to the 
total net profits. 

In some schemes, the surplus profits above the reserved 
limit are divided between capital and wages pro rala. 
The percentage dividend paid on wages is equivalent to 
the percentage paid on capital above the reserved limit. 
Within this principle there are many variations, espechl. 
ly in the fixation of the relative percentages payable to 
labour and capital. A not unusual provision is that, if 
the dividend payable rises to d certain figure, say 10 per 
cent. or higher, an additional bonus above the minimum 
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agreed upon is payable according to a definite ratio of 
percentages fixed· according to the rise. 

In the usual type of .scheme, where the bonus is a 
fixed proportion of the profits, sometimes no mention is 
made of any part of the total net profits being kept 
as a reserved limit. In such cases the whole of the 
profits is taken into account for the purposes of the 
bonus. In cases where the participation of employees 
depends upon the profit exceeding a reserved limit, the 
analysis made by the Ministry of Labour in 1920 shows that 
the percentage of surplus profits set aside for payment of 
bonus varies from 2 to 50 per cent. A.bout one half of 
the schemes which fixed the bonus in this way allotted 
50 per cent. 

Every profit-sharing concern has a fairly elaborate set 
of rules to which the employees must conform before they 
are eligible for participation. One of the most usual con
ditions qualifying for participation is that the employees 
so qualifying must have served a firm for a certain 
minimum period. The usual period fixed upon varies from 
6 months to 12 months, although there are instances 
of oj, weeks' and 5 years' periods. In some cases, in 
·which longer qualifying periods are essent.ial, certain pro
visions are made whereby shorter service men may qualify 
for a certain amount of bonus. A.nother type of quali
fieation is age, t!.g., boys nnder 18 or 21 may not 
be eligible, although, in some cases, they are eligible 
for a smalll'r bonus than adults. Other classes of 
workers are excluded in individual schemes, e.g., workers 
paid wholly or partly on commission, those earning more 
than a certain Wl\ge or salary, piece-workers, and workers 
paid on a premiulll bonus system. In one instance, it is 
notl'd that the employees who belong to a trade nnion are 
excluded from psrticipation, while, in another scheme, 
membership of Ii t~de union is a condition of participation. 
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Most schemes leave the trade union membership queHtion 
open. Provision is made in some schemes for the selection 
of individual participants by the manager or foreman. In 
a few cases one of the conditions of admission is that 
the employees must be members of a provident fund, or 
must own a life insurance policy of a certain amount. In 
one case, employees have to possess professional q ualifica
tions before qualifying for participation. The conditions of 
the schemes usually include provision regarding cond ud, 
.satisfactory workmanship, good time-keeping, etc. In 
Messrs. Levers' scheme, the employees have to sign ~ 
document promising to be regular in work, careful of 
tools, and to be eager generally to further the company's 
interests. 

The most usual basis accepted for the division of the 
bonus among employees in profit-sharing schemes other 
than savings or deposits schemes is that the bonus is dis
tributed among the workmen in proportion to their wages 
over the period to which the distribution applies. In 
individual schemes there is a considerable amount of varia
tion in the methods by which the details of the distriuu
tion are "arranged on this general basis. In some schemes 
overtime is altogether excluded for the purposes of 
calculation; in other schemes piece-work earnings are 
excluded, but sometimes, in classes of work in which piece
work is common, the bonus is distributed according to 
the time rate basis prevailing in the particular tradll. 
Sometimes time lost through sickness is allowed to count 
for calculation, although there may be a limit set' for 
such time. Deductions are sometimes made for time 
lost through causes other than sickness, but one instance 
allows over-timc to count as making up for lost ordinary 
time. Deductions may also be made for waste, indolence, 
bad behaviour or irregularity. One instance is quoted in 
which time lost because of a locli-out, or general or 
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diMtrict strike, is not reckoned as time wilfully lost, and 
doel not accordingly debar an employee from participation 
in the profits,· In the case· of time lost' by reason of a 
strike on a scale smaller than that cif 8: general district 
stl'ike, however; ·the: time· i~ deducted as having been 
wilfully lost. ' , 

In'a oonsiderable number of instances, the total bonus 
is not distributed. . proportionately to earnings. In one 
or two cases a scale of wage· limits is dl'awn up to regulate 
the division; in other cases special exceptions are made' 
for certain classes of employees, e.g., while the main body 
of employees I are' paid j a bonus proportionate to their 
earnings, a smaller bonos· is· paid to those who have a 
shorter term of service than the period fixed as the normal 
term, or to those under a certain age •.. In some cases a 
double: bonus is . 'PaId to· employees with long periods of 
servioe. 

In those schemes 'which do nob adopt the basis of 
honus proportionate to: wages, the method 'of calculation 
v.\fies considerably. Length of service il! adopted in one 
sl'heme. In othel' schemes part of the 'bonus is distributed 
BOool'ding to length of senioe, and part acoording to wages. 
In sonie oases llp8oial' provision for a larger bonus is made 
Cor heads of' departments or overseers. In other oases 
the bonus is distributed pnlyamong those entitled to parti.
oipate in equal' shares; ' .. In one scheme . special provision 
is made for a larger bonus in the case of men than in the 
oase of 'iI"Omen,l' "., 

In a oonsiderable number of schemes the division of 
the .bonus payable is regulated by the employers them
selves.-· In making th8ir distribution, practically all the 
consid8rations mentioned in the previous paragraphs 
are taken into aoooun', •. g., merit, length of 86rvi~ value 
of work. ~ition ill the firm and regllwity of attendance.. 
Somt'times the OOnu8~is distributed according to classee 

U 
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of workmen, the classes having first been filted according 
to,: ,merit in which good time.keeping is taken parU. 
9,ul~rly into account. . Sometimes the classes of workmen 
are; fixed according to position, wages or salaries. In 
som,ecases,' while the bonus ~ ultimately distributed 
according to wages, the workmen are first divided into 
classes, and the totll.l amount of bonus to be distributed 

,.' .!." . - • 

is. ,fix~d in proportions for the. classes, e.g., in one case 
th!ee.fourths of the' total bonus goes to the managers, 
assistants, clerks, \tpprentices and lads, and one· fourth 
to the workmen .. 

,I!l DJ,ost !Jchemes the bonus is paid annually, and the 
amount is . determined when' the annual accounts' of the .' . , . 

co~pany are drawl.l up. In some oases the bonus is paid 
half-yearly, in a few cases quarterly and even monthly. 
Inqnecl\Se the bonus is paid iri" weekly instalments 
in the year following that in which the bonus was ·made. 
In anothe1' Case the bonus is declared annually, but is 
1·etllh1ed.\n thehands of the firm, which pays 6 pel' cent. 
on the luoney until, the end of triennial periods. The 
eml')oyee, however, if he cares, may take out his bonus , ' 

annlloally. In one Or two cases .the firm reserves part of 
the,1J9n!lS in Older to avel'lLge good and bad yea1'8. In one 
case. indeell, the whole of. the bonus may be carried forward 
by J,he fi~m if. the di.strib\ltable profits do not exceed a 
certain m}nimum figure .. In a number of cases part or 
whqle; of . the bonus is retained in the hands of the firm, . 
which may either place the amount to the employee's 
credit,pond allow him to withdraw small sums at short 
notice,. Or accumulate the money in a provident or super· 
anl).)lation fund ,from which the employee is not allowed 
towitjl4rawanything. In,some cases part or whole of 
th~:' bonus . is reserved by the firm for investment in the 
capj~J: of the business. In most of the schemes in which 
the·llol!us is reserved as a provident fund, the employee 
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is allowed to withdraw one half. Six cases are quoted: 
in which the whole of the bonus is placed to the cr~dit 
of a provident, pension or some kind of benefit fund.
In some schemes the 'bonuses due to those employees' 
who have not fulfilled the conditions necessary to make 
them full participants in the scheme are paid into a com·: 
mon fund for the benefit of the employees. . "-' : J 

A further note may be made. on those schemes .llt: 
which the bonus is applied .for provident fundpur~. 

poses. There are two classes of such sohemes :-«(1) those' 
in whioh a common fund is created for the benefit ,of' tlie 
participants collectively; and (b) those in which the share 
of each employee is credited to his own account separatel)"; 
iii the first olass the money may be utilised for super. 
annuation, siok allowances, disablement grants, or grants> 
payable at death. . In one instance female employees 
may receive a grant from this fund when they leave' the. 
firm to be married. Various charitable purpOses also 
come under this type. Most of the schemes are of the' 
second class, '.IF., each individual's share is credited. to his 
own account. The rules regulating these funds. vary. 
from type to type. In some schemes it is laid doWn.that 
the fund may be paid out to the individual . at a certain 
age, or after he has served a given period with the. firm. 
In several schemes the aooumulated bonus is ultiinatelj 
paid in the form of a pension, instead of as a lump 1Ium, 
but in every case provision is made that the balance in 
the employee's account shall be paid to his representa
tives in the case of his death. Most schemes make special 
provision for the oases of employees who. wish to leave 
the firm. These provisions are usually fairly stringent, 
in order to prevent employees leaving the. firm simply 
in order to get a lump sum of money into their .hands. 
Thus, in one instance an employee who either leaves or 
is discharged, except through ill health, may receive the 
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whole of his acoumulatedllonus only 4f'he .has completed 
20 years' service "with" the ''firm./ otherwise, he only 
receives a portion, of 'theamoant.r, In anotheroase it is 
provided that, it an employee,leaves with the- firm's· >con-: 
sent, he' receives half the; amount-at bis credit, but if htl' 
leaves without the' 'firm's Jconltentj he receives nothing. 
In some cases· the' ii~m " reSlltfves'· the right to defertha' 
payment of the amount) 'at the-icredit- olean employee if 
the employee leaves" serVicb~: ;'In'most'C&88s female em
plorees leaving. 110 'be· ,married' are· anowed to take the 
whole amount at their"credit.'·; In; nearly all oases i of 
bonus accumulatoed for:pro-vident fund purposes, the firms 
either do not allow·the.withdrawal of any sums at the 
credit of the empl6yeewhile'lhe is in the service of the 
firm or make the conditions of such withdrawal extreme-
ly stringent. .:"" . ':. 

The actual 'money in tioth the abave classes of provi
dent fund bonus schemes,jg..wually . left with· the' firm. 
The money is" .usiIally: tiuabed; as deposits andgrantoed 
rates of interest.<80metime8. ;lower' ,and sometimes higher 
than the .. current. bank ,ratlll$. .' In, :Some cases the money 
is inves.ted in recognised" gUt.-edged sE!curities, and, in 
other cases in special, pension funds. ; . 

In many ieases~ eitber ,the. whole or part of the bonus 
is retained by the .fil'm' .for:.,the I purposes of· investment jn . 
the capital of the firm itself •. dIn some cases the whole 
of the bonus payable' is", thus: invested, in :other cases. a 
fixed proportion of the bonus.! .In ODe 'oase·, the. bonus is 
retained for investment until the' investment figure 
Teaches a certain figure, ~fter whic&.tbe·employee maT 
receive the bonus in cash. In another case the employees 
have the option either of taking cash or of leaving the 
money for investment. 

In IDany-firms the oprofit-sharing schemes include the 
iisue "Of 'Shares on 'special terms to ,their employees. 
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As' already noted, the fact that employeBshold· shares. in 
a firm does not in itself coma under profit.sharing .pro
perly speaking iit is only, whl'n these ,shares are. given, 
to the employee on special terms thl\oli such sohemes come 
withIn the usuallyacoepted defihition'of profit.sharing. 

A certain number of shareholding schemes allow the 
employees to buy shares at· a.; price below the' current 
market value, and in; such ca.ses' provision is usually made 
for the purchase of the shares by instalments. In other 
examples shares are given to the employees without pay
ment. In such cases the shares' are given only to em
ployees who have served a nll:tribel) of years continuously 
with the firm, although in one or two instances the term 
of servioe is as short as one year; In other cases only 
selected employees are given such .shares. One case is 
quoted in which fifteen £10 shares are made av&i.lable 
for distribution in eaoh year in which· a. dividend of 6 
per cent. or more is payable on the ordinary shar!! oapital j 
these fifteen shares are distributed. to selected employees. 
In. another case every employee is· entitled to receive one 
preference share, called a "service share." for eacJ:,. year 
of approved service, provided that the employee buys one 
preference share for each, gratuity share he applies for. 
In other words, he receives two shares for the payment 

• of one share. In many, cases 8ba~9 thus issued to 
employees are eligible for·.. special dividend. ,In one 
case, whenever a dividend. of 5 per cent. or more is paicJ. 
on the ordinaryahares, the employee reoei.ves a • bonus 
dividend at half the rate; thus making a toial dividend 
of one and a half times the dividend on, the ordinary 
'Shares. Several concern~'pay extra divid~ds on em
ployees' shareS according to, profits. In somo instanoes 
concerns issue dividends. to . employees . withont. the 
employ6l'S themselves actually holding the shares. 
Nominally, the firm grants so many shares to the 
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employees; 'actually the shares remain the property of the 
firm, but the dividend is distributed to those employees 
in whose names the shares stand; In some instances the, 
employees are actually given special share scrip, butthis 
scrip is not marketable in the same way as the ordinary 
shares of the company are. Practically every firm which 
has a shareholding scheme prescribes a maximum liplit 

, : for the holdings of individual employees. Similarly, 
most firms make provision against the transfer of , 
employees' shares, or, if transfer is permissible, it can 
only be to another employee of the8/ime firm. Inone 
mstance employees who wish to sell their shares must first 
offer them to the trustees at their nominal value, plus 
any iuteregt that' may have accrued upon them. Fairly 
elaborate precautions are taken in most shareholding 
schemes against such transfers, e.g., in one case, if an 
employee attempts to alienate the shares, the shares are 
forfeited; in another case, shares which have been trans
ferred lose their right to the extra dividends which may 
be granted on employees' shares; in still another case the 
dividends cease if they are held 'by any:. 'unauthorised 
person. In a few Ca1!eS share certificates are held in 
trust and not issued to the individual employees at all. 
Mliny firms arrange to purchase employees' shares them· 
selves if the employees leave their service, although, in· 
order to discourage employees leaving the firm in order 
merely to realise their money, certain restrictions are 
sometimes placed on this arrangement. The shares of 
deceased employees are usually transferred at their 
nominal or par !alue. 

The voting rights of employees consequent on their 
holding of shares are usually restricted. In some cases 
the holding of shares.confers no voting rights whatsoever. 
In others the shares may carry Yotes, but the votes 'may 
b6 given only throilgh the trustees of the profltosharillg 
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soheme, I1r through a speoial committee nominated by the 
direotors. In one case, when an employee's holding 
amounts to £200, he may apply to become a direot 
shareholder with the ordinary voting power of such a 
shareholder. 

The proportion of capital held by the employees in 
most eases is only a small fraction of the total C8 pital 
of the firm. In two cases, however, the repor,t of the 
Ministry of Labour notes that over one half of the total 
is held by employees. In one other case one·fifth was so 
held, but of the remaining cases of which accurate infor· 
mation was received, the proportion wa'l only over a per 
cent. ip. I) cases, between 4 and a per cent. in 4 cases, 
between 2 and 4 per cent. in 5 cases, and less than 2 
per oent. in a cases. 

In the sohemes which make provision for deposits on 
a profit.sharing basis by employees, the most general 
feature is that the firm allows a fixed minimum rate of 
interest on the deposits, to which is adeed an additional 
rate whioh varies with the profits of the firm. The 
fixed rate of interest is usually round about the ourrent 
bank rate granted for fixed deposits, but in 'a number, of 
oases the interest is one or two points higher. In a few 
case9, the return on the employee9' deposits is the same 
as tha' payable for the ye&r on @hareholders' capital. In 
other instances the return on deposits is fixed at a frac· 
tion (~.g., three·fourths or haIf) of ~he rate of dividend 
on capital, or it may be determined by a scale fixed in 
relation to the rate of the dividend. In a number of 
cases, maximum rates for the \etal return on deposits are 
fixed, ~.g .• in one case 10 p",r cent., in another case 20 
par cent.. and still another case 7 per cent. In one ease; 
the total rate of interes' on deposits is fixed at the same 
rate as the dividend on capital, subject to a maximum 
of 10 per cent. In a few ca..-. the additional amount 
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of interest is paya.ble at, a rate equal to half the· rate by 
which the· dividend on capital exceeds the minimum 
guaranteed interest on deposits. In one scheme a propor
tion of .the nat profits. is paid as bonus, and the employees 
are encour~ged to save this sum by being given facilities.
for depositing their· savings with the firm. The amount 
so deposited is increased. by 25 per cent. with an addi
tional rate fixed according as the rate of the dividend on 
the deferred share capital exceeds a certain fixed rate. 
In one, case, the additional rate of interest, subject to 
certain maximum limits, is decided by the length of the 
employee's service. 

Usually a maximum limit is laid down for deposits. 
Sometimes· the limit is stated in actual figures, e.g., 
£<;0 or £500. In other cases, the limits are fixEld accord· 
ing to salary or ·wages. for a certain period, e.g., one 
year or five years. In several cases employees nre given 
special permission to deposit lump sums. Firms reserve' 
discrction to . limit the aggregate nmount of· deposits.' 
In regard to the withdralVl\l of deposits, most schemes 
allow the depositors to withdraw sums on short notice. 
In ~ne case, the firm reserves the right to close the' 
employee's account altogether if he withdraws sums too' 
frequently. The rules of .most of the schemes provide 
for a certain amount of elasticity for cases of emergency .. 

The cases in which the employees sit on the Board 
of Directors are few.. In one instance half the directors 
are employees of the company, and in one or two instan
ces a smaller proportion are directors. In the· great 
majority, .however, the employees do not become directors. 
In a largeimmber of 'Schemes there are joint committees 
which ·consist of representatives of both the firm and the 
workpeople. the functions of which are· to discUS8 the 
various .details connected with. the scheme in force. 
These ,committet'll frequently, also deal with the general 
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welfare of the workpeople. In some cases committees 
are given full power of control over the profit.sharing 
schemes. In one case a committee of employees decides 
whether '.any individual employee is to be allowed to 
participate in the scheme' or not. In some other .cases 
special committees of workmen are in existenoe, the 
functions of which are to voice the grievances of the 
.workers, .cr bring other matters to the notice of the 
management as they think fit. 

3. Analysis of Individual Schemes. 

(a) 0(18 Oompanie8' Scheme8. 

In the. United Kingdom profit·sharing and labour co· 
plVtnership have made most headway in the gas industry. 
The pioneer scheme wl!oS that of the South Metropolitan 
Gas Company. This scheme, which has been in exist· 
ence siuce 1889, was started by Sir George Livesey, then 
Chairman of the Company, and to his advocacy of the 
principles of profit.sharing is due the growtb of profit
sblVing not only in gas oompanies but also in general 
judustriiJ undertakings. In addition to the impetus 
given by Sir George Livesey, the gas industry has certain 
distinctive features which have made it take more kindly 
to profit.sharing than other industries. For one thing 
gl\S supply is always a local monopoly. It also has an 
assured and .-egular market. Again, even though the 
sllpply is controlled by a limited liability company, it is 
.. public service, and as suoh is made subject to the 
sliding scale system of dividends. As a public 88rvioe, 
too, its employees are under certain circumstances subject 
to penalties for going on strike under the Conspiraoy 
and Protection of l'roperty Act, 1875.1 

, 8M BGilolia No. 18 (CotoriI ........... Arti .... ' ... >, pp. 71-1. hbliolMd.., 

&lie 0..-...' or I.d""""' 00 ............ ' or ladia. 
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'fhe .immediate cause of the scheme of the South 
MetropoIita~ Gas Company was actual and apprehended 
labour troqble. Early in 1889 the National Union of 
Gas Workers and General LaboUl'ers of Great Britain and 
Ireland ·was established, and shOl,tly afterwards it began 

.,'to agitate for higher wages and better conditions fOl' 

employees in gas works. The South lIetropolitlin Gas 
Company, among others, was compelled to grant a 
number of concessions to their men, but, in spite of the 
concessions, further demands, which possibly might have 
led to a strike, 'were expected. The profit-sharing scheme 
was initiated by Si~ Ge,orge Livesey as a method both of 
forestalling the trouble at the time and of providing a 
peimanimt basis of mutual good-will'in the Company • 
. ' The original scheme was as follows. The shareholders 

received a-dividend of 10 per cent .. when the price of gas 
wl;Ls not' above 38. 6d. 'per thousand feet. An additional 

,dividend of It per cent. was permissible for each reduc
'tion of one penny per thou~and feet in the pl'ice of gas. 
The original plan of prolit-sharing \Vas to allow thl' 
employees a bonus of I pel' cent. on their years' wages 
for every reduction' of' one penny per thousand feet. 
The price orgas then was 28. 3d. As an additional at
L,~~clion to the men, Sir George Livesey proposed that a 
!!umequal to what each man would have earned as bonus 
had' the 'scheme been in operation for the previous three 
years'would be placed at his credit in the scheme. This 
gift was to be the equivalent of 9 per cent. on one year's 
wages. ~_he conditions on which the employees could 
enter this scheme were' that each workman had to sign an 
agriJement with the Company binding himself to work 
for the Company for one year at the existing rate of 
wages. The Company undertook to provide employment 
for the men during the year, and also not to alter their 
wages to their disadvantage during that period. At the 
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·end of the first year, the ~oney accruing to the em. 
ployees under 'the scheme could not be withdrawn'save in' 
cases. of death. nor, save under certain conditions, was the 
money to be withdrawn during the first 11. ve years; the 
oonditions were death, superannuation Or leaving .the: 
service of the .Oompany. The money was pl~ced_ ini 
deposit with the Company at· 4 per cent., and Was liable. 
to be forfeited in the case of a strike or wilful injury' to. 
the Company. ". 

The scheme made an immediate appeal to the men. 
Within a week nearly a thousand employees bad signed' 
the necessary agreement; unfortunately. however, an 
important section of the employees-the stokers-::' 
stood out. The Gas Workers' Union was' not at aft; 
favourable to the scheme, chiefly on the ground that 
it might lead to the destruction of the Union itself,: 
at least so far as the South Metropolitan Gas Company's' 
men were concerned. The Union also took objection 
to the agreement which the men had to sign; becaus~ 
the obligations of the men under the agreement placed 
them IInder obvious disabilities in regard. to striking; 
'i'he Union ultimately insisted that the profit-sharing 
scheme should be "bandoned, or, alternatively, that the 
men who had accepted it should be dismis.sed; To 
enforce this demand a strike was called, in which prao. 
tically all the stokers of the Company were implicated. 
The atrike failed in its main object. The Company filled 
up the places of most of the strikers and the remainder 
surrendered unoonditionally after about two months. 
Previous to the atrike, as the result of a joint meeting 
of the Directors of the Company and the representatives 
of. the Dlen who had accepted the scheme, a number of 
alterations and concessions had been introduced. The 
Company !'greed to abolish the clause under whicb an 
employee h"d to surrender the bonus in the case of a 
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strike or of wi1t'ul injury to the Company. The Company 
also~ agreed to pay the bonuses in cash if desired by the 
employees; they also made special provision for tempo
rary 'men' known as 'winter men,' i. e., men employed 
temporarily during the winter months when tse demand, 
fot gas is greatest. These temporary men were allowed to 
participate in the scheme if they signed an agreement 
similar to the main agreement to serve for three months. 

The form of agreement in force was as follows: . 
Co-partnership No ..... , ...... .... ... Pay No .................. . 

MEMORANDUM OF AN AGREEMENT made the .. , .. . 
day of ............... 191.. .... , between the South Metropo-
litan Gas Company, by ........................ their authorised 
representative, of the one part, and........ ....... ...... '. 
hereinafter called the employee, of the other part. 

1. The said Company agrees to emploY the said 
employee for a period of.. ............. months from the 
dllY of the date hereof at one or other of the stations 
of the said Company, if .~~ shall remain sober, honest, 
illdutl'WJl.s, and performs the work allotted to ~ . 

. 2 •. The said employee agrees to serve the Said 
Company' for the said period in whatever capacity 
:: may from time to time be employed by the said 
Company at the current rate of wages applying to 
such capacity. 

3. The said employee also agrees to obey the orders 
of the foreman or forewoman in charge. 

41. The hours of working to be 48 :per week .. 
5. The Company undertakes that' dnring the 

continuance of this agreement the various rateS of 
wages in force at the date hereof, and which, under 
Clause 2, may become payable to the said employee 
shall not be reduced. . 

6. The said employee shall 'be entitled to the 
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benelita and be bound by the rules and conditions of 
the co-partnership 80 long as ;:, shall continue in the 
Bert ice of the Company under agreement. 

As witness the hands of the parties, 
For and on- behalf of the South Metropolitan Gas 

Company. 
No obstacle will be placed in the way of any employee 

engaged under the above contract who may wish to 
leave the Company's employment before the expiration 
of the period of service therein specified, provided he 
or she shall notify Buch wish to the engineer of the 
station, or superintendent of the department at or in 
which he or she may for the time being be employed. 
On receipt of such notice the engineer or superin
tendent shall, in his or her discretion, consider whether 
the services of such employee can be dispensed with 
without detriment to the Company, and, if so, permission 
will be given to leave at the expiration of the usual 
week.'s notice. An agreement may be revoked, at the 
discretion or the lady superintendent, if motherhood 
oauses a woman's continuance at work to be inexpedient. 

The scheme was restricted to employees who worked 
under the signed agreements, and officers who fulfilled the 
necessary rules. The Directors could refuse permission to 
any man to sign an agreement if they thought that he did 
not take a sufficient interest in the welfare of the Company 
or of the scheme. No :restrictions were placed on the 
membership of the Gas Workers Union, although at one 
tim~ participants in the Bcheme had to renounce member.. 
ship of this Union.' 

, TIle fallowma uu.. tro.. a .e.oraHU. _&i&led .. Co..partMnhip .,., 
u.. W~.· ....... iu.c\ 101 til .......... Oo.,...-nbip A-ooAiaa '0 u.. R_*,_ 
.... Oom ... U .. appoiDlocI "1 B. a,. Gonn_' abo .. &be .-1.. 01 &be lnde .... ....,:-

... no. _ bo __ 01 ....... -ohari ... bolo til. 0-_1 ....... well 

bo_ r..uow..J "1 a ............ l>y ...... tile lnde ...... -" lo _, &be 
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Since the inauguration of the scheme necessary read. 
justments have had to be made in the original starting 
point of the bonus scale. In 1901 the bonus to be paill in 
future was fixed at a uniform rate. The old rate was 1 per 
cent. on wages if all the bonus were withdrawn, and It 
per cent. if half the bonus were invested in stock. '1he new 
uniform rate was three quarters of 1 per cent. on wages 
for every reduction of ld. in the price of gas below 3B. Id. 
per thousand feet. The investment of one ha.1f of the 
bonus in the stock of the Company wns also made com. , 
pulsory for all participants except the winter men, and 
the minimum amount of stock which could be purchased 
out of 3Ccumulated bonuses WAS raised from £5 to £10. 
The question of investment in the Company's stock had 
led to several difficulties in the development of the scheme. 
At first the greater part of the workers withdrew their 
bonus at the end of each year. In 1899, the Company 
made a special rule io cover these cases. It gave notice 

application of t·he system to its members, tbough laying that it had DO objection to 
tbe'principle of proflt.abAring jf applied under approved CODditi~D8. That, bowever, 
waa aboat tW8nty.eight yea1"8 ago, aDd there has never been any trouble with labour 
ill that CoinpBouy since. For many years past, the employee. of the Oompany have 
been perfectly at liberty to join any trad~ oDioua they like. Tbe relatiOl1l of capital 
and labour bave been,. and are, of tbe mOlt cordial deICriptioD, and daring the 
present war especiaUy, many chatlgel which might have been the cause of friction 
buve been brought about with great ea~ and BDlootbneaa." 

Dr. Carpenter, Pre.ident of the Company, speaking at a conference at Kings".y 
Ball, on the 4th December, 19J8, 0180 said-

U The Jut matter to which 1 mOlt refer is the loyalty of oo.partnen in aooept. 
iog the. principle of the dilution of labour. The employment of womea fo gsa 
works. inoluding the retorts and parifyiog plaut, W88 BtrenuoUily ran.ted by the 
Umon conoemed tC'll' many montht, during the wbole of which time oo.parlDBl'flhip 
"as endeavouring the help to win the war by doiog he beet io trafn worken 10 
perform tho tub of Ibo aboonl. 

Thronghout the whole weary yeal'8 of war we have Dot bad one single Itrike. 
I wonder of how many indutri81 this could be laid! The ooly approach 10 ODe 

"88 "heD a doseD men employed. in ODe particular brancb gaYa proper notice aod 
left in • proper and onlerly ""'y, rathf'F than oonnteoance tbe employment of 
wounded aoldie,. in tbe work of meter repairing. I bave aD impreulon that their 

. attitude wa. contrary to tbe 1l811a1 practice, and W&.I goTerned rather b1 sh. Union 

potier tbaD bJ their own feaIingl." 
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that the partioipants who, during the previous five years 
had always withdrawn the withdrawable part of their 
honus, would have nothing plaoed at their withdrawable 
aooount at the next distribution unless they depo~ited 
with the Company a sum whioh by the expiry of the year 
woulll be equivalent to a week's wages. This was not 
enforoed in the oase o[ those workmen who oould prove 
that they had withdrawn theil· bonus to invest it else
where. At the end of 1900, the Company oompelled all 
the men who had withdrawn their bonus to deposit not 
less than 6d. 1\ week in tho Company's savings bank in 
order to entitle them to the full bonus at the next distri
bution. In the following year, 1901, still more stringent 
rules were drawn up iu regard to the selling of shares 
and the witbdrawing of the withdrawable part of the 
bonus. Persons who sold their stook to outsiders without 
the oonsent of the seoretary of the Company were ex
pelled from the prolit-~haring scheme. Similarly those 
who regularly withdrew the withdl"awable part of theil' 
bonus "'ere to be struck otf the list and could only 1)6 
re-lIdmitted by saving for two cOllsecuth'e years an amount 
equal to one week's wal,'6S in eaoh year. 

In 1910 another important alteration was ma1le. 
PreviouRly one half of the bonus had to be invested in 
the Company's stock and the other half could either 1Je 
left on deposit "'ith the Company, invested in stock or 
withdrawn at a week's notice. Tht. new rule provided 
thllt the second half should 1Je left in the Company's 
hands to accumulate at interest or im'ested in stock with 
the trustees or withdrawn under specitU ciroumstanct'fl 
at a week'lI notice. 

Originally the conllideration of amendments to the 
scheme was committed" to 1\ Profit-shllring Committee 
whioh afterwards came to 1Je known 88 the Co-partnership 
Committee. The origin"l committee consisted of the 
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chairman of the Board of Directors, 17 members eleoted 
by the Board and 18 members elected by the profit
sharers, one·third of them to retire by rotation each 
year, but to be eligible for re·election. The committee 
appointed its own secretary, and two auditors, one elected 
by the workmen and one by the Company, were appointed 
to compare tbe workmen's pass books with the general 
account. Later, in 1910; the conditions of membership 
for the committee were made more stringent, and the 
numbers were increased from 36 to 64~ (In 1918. the 
numbers rose to 82 mainly because of the representation 
of women workers.) 

'l'he scheme in force till 1920 provided that. the com
mittee of management should consist. of the President of 
the Company and other members nominated by the Board 
of Directors, not exceeding 35.in number, with an ,equal 
number elected by the co·partners. Candidates for 
election had to bave not less than five years in the 
Company's service and had to hold, and, if electcd, 
continue to hold while in office on the committee, not 
less than £25 stock. Each candidate had to be nomi· 
nated on special forms by not fewer than seven co·part
ners attached to the section for which the candidate was 
elected. Each!)f these co~pal'tne~s had to hold not leSS 
than £10 stock. One·third of the, elected members of . . 
the committee retired by rotation each year and ,were 
eligible for re·election. }'orty meQlbers consti,tuted a 
quorum: but of these 20 had to be elected by co· partners 
and every resolution to be binding at such a meeting had 
to have for its support a majority of the members of the 
committee present and voting upon the resolution. 

The trustees of the Co.partnership Fund were, the 
persons who, for the time be~g, were the employee 
dire(ltors together with the chairman and sl!cretary!)~ ~he 
Company. 
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The functions of the co.partnership committee were 
varied. In practice it acted as a sort of miniature parlia
ment for the employees. The Committee discussed all 
questions which affected the employees as a whole, and, in 
particular, periodically revised or considered the rules of 
the soheme or of the superannuation fund. A very useful 
function of the Committee was the discussion of the 
grievances of individual workers, if indeed these grievances 
reached the Committee at all. Normally the members of 
the Committee SMoothed away friction in the works by 
themselves or in informal consultation with their fellow 
workmen, but, if they failed, the matter was placed before 
the co· partnership committee. It is snid that the decision 
of the co·partnership committee was always accepted as 
final by the workmen. An instance of the responsible 
duties performed by Co.partnership Committee is the fact 
that it acted as refel'ee in cases of accidents arising from 
the contra.cting.out soheme under the Workmen's Com
pensation Act. 

Early in the life of profit-sharing in this Company, a 
soheme was drawn up for the election of employee direotors 
by the offioers and workmen of the Company. At first 
this so heme wa.s drawn up for three years, but, after a 
temporary renewal in 1901, it was again renewed in 1907 
for a another period of three years. The existing scheme 
will hold good till 1950. The number of employee direo
tors cannot exceed three, one of whom must be a salaried 
officer and the other two employees on weekly wa,,<>e8. 

The numher may be reduced if the amount of stock held 
by the employees should decrea.se. Each employees' 
director must have been continuously in service for at 
least U years and must have held for not less than t.,elve 
months prior to the date of hit election at least £120 of 
stock in the Company accumulated under the co-partner
ship scheme. The minimulU qualification inCl'68SeS in 

16 



122 PROFIT-SHARING AND CO-PARTNERSHIP 

direct ratio to the increase in the aggregate holding of the 
stock by the employees on a sliding scale defined in the 
rules. In 1919, the present chairman of the Company, 
Dr. Carpenter, who was also chairman of the co-partner
ship committee, said that the board fully recogni~ed the 
utility of the employee directors, whose knowledge and 
experience of the points on which they were particularly 
consulted was often greater than that of the ordinary 
directors, who were chosen because of their experience in 
the financial and general policy of the Company. 

The Company recently started a scheme whereby the 
employees may deposit their savings with the Company. 
The new scheme supplements, but does not supersede the 
co-partnership scheme whereby savings may be accumu
lated and credited to the withdrawable side of the co
partnership account. The new account is kept in a 
special pass book apart from the co-partnership accounts. 
The minimum sum allowable for entry on this account 
from either wages or salary has been fixed at 28. 6d. per 
week. Cash deposits are also allowable. Any portion or 
the whole of this money may be withdrawn at the depo
sitor's wish provided one month's notice is given. Volun
tary savings hitherto entered in the co-partnership pass 
books, but not accumulations of bonus, may also be trans
ferred to this deposit account. The rate of interest 
allowed is 5 per cent. per annum. 

In 1918, the persons employed by the Company 
numbered between about 7,500 to 9,100, of whom about 
8,350 were entitled to a share in profits on the 30th of 
June, 1918, if any bonus had been admissible under the 
general scheme. From 1889 to 1917, a period of 29 years, 
the total amount paid as bonus, including the original 3 
years' bonus of 1889, was close on £772,000. The ratio 
of bonus to wages or salaries varied from 2t to 9t per 
cent. For 18 consecutive years, namely from 1896 to . 
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1914, the bonus, with one exception, was 7l per cent. or 
over. In 1918 and 1919, owing to the exceptional con
ditions prevailing· at the end of the war, there was no 
bonus. The most recent available figures show that in' . 
all 5,400 employees of the Company hold stock of the 
Company in their own names to the nominal amount 
of £425,000, and in addition the trustees hold £2,7,000 
on behalf of 6,590 employees, many of whom also have 
stock in their own names. The Company also holds 
deposits on behalf of 8,100 employees to the amount 
of £70,000. It is eRtimated that the voting power of 
the employee9' shareholders is about 7 per cent. of the 
total. 

The example set by the South Metropolitan Gas Com
pany has been followed by a large number of other gas 
companies in the United Kingdom. The history of 
profit.sharing in the gas industry generally falls into two 
periodS. The period from 1989 to 1907 was an experimental 
period. During this time, the South Metropolitan Gas 
Company's scheme was started and elaborated. By the 
beginning of 1907, schemes had been initiated in several 
other gas companies-two in London and two outside. 
After this time, the example of the South Metropolitan 
Gas Company was followed by many other concerns. 
The impetus given to the movement by Sir George 
Livesey is seen from the fact that practically all the gas 
companies' schemes follow the South Metropolitan Gas 
Company's scheme, the variations being only in matters 
of detail. The Report of the Ministry of Labour 
referred to shows that a total of 36 gas works schemes 
WI\S in operation in 1915. At the beginning of 1923 the 
number stood at 38, and it is interesting to note that 
several gas companies in America have adopted the same 
principles. 

'I'he gas companies' schemes sutl'ered badly as the 



124 PROFIT.SHARING AND CO.PARTNERSHIP 

result of the war.' No less than 17 of the 31 companies 
for which returns are available paid no bonus in 1921, 
and only four paid a bonus of more than 3 per cent. 
The reason for their failure is that, owing to the sliding 
scaie, the bonus varies inversely with the price of gas. 
Like other commodities, gas increased in price during 

I The follow;"g table, talce" from the Memorandum (re~i8ed, January, 
Oommittee, 8nowl tne partjClIlara 0/ eo.partneraAip and Profit. 

No. of yea.rs Capital in 1921. 
Name of Oompany. scheme has Total share 

been in and LoaD. 
operation. 

£ 
South Metropolitan (al ... ... 82 9,256,340 
South Suburban (al ... ... 28 1,609,184. 
Commercial ... ... . .. 20 2,648.280 
Bournemouth ... ... 13 964,000 
Walker and WalJsend .. , ... 13 281,_ 
Wellingborough ... ... 18 00,85' 
Tottenham ... ... .., 13 2,164,923 
Croydon ... ... . .. 13 1,078,489 
We.ton.super Mare (bl ... ... 18 209,558 
Gus Light and Coke ... ... 13 29,455,018 
Grantham ... ... .. . 12 106,088 
Waterford ... ... .. . 12 70,000 
Watford ... ... .. . 12 285.009 
Wandswortb ... ... . .. 12 1,302,295 
Liverpool ... . .. . .. 10 8,049,124 
Harrow ... ... . .. 11 333,956 
Hertford ... ... . .. 10 22.809 
Alde .. hot .. . .. . .. II 670,000 
Oanterbury ... ... . .. 11 125,870 
Bedhi1l ... ... . .. 8 280,108 
Ipswich ... ... ... 8 198,315 
Shrewsbury ... ... . .. 8 179,_ 

TO!'A.L8 ... - 64,128,7811 

• Year ending Jaue. t Yeat' ending Karch. 
(al Three employ ... on the Board. (bl Figureo for 1920. 
The following acbam81 were 8aap8nded darinA' the war, bot I8Yeral espeM to 

Ilford, Leamington, llerthyr Tyd-ril, Rugby, Tunbridge WeU. aud Swau... Jlford 
IOhemft of that Oompauy. Lougwood baa been bougbt by the IIDDici..-1il1 of 

The Bridgewater BOheme, a.ualOJIODO to pro5~oharing, baa been worlring ~IW 
being lOt per cent. OD wag.. The wOI'ken haft l'808ived 010lIl OD £3.000 01 whloh 
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and after the war, and, unless the sca.le ha.d been revised, 
the boous was 'blotted out. In 1920 the South 
Metropolitan Company revised its scheme and obtained 
a special Aot of Parliament (the South Metropolitan 
Gas Act) in which the principles are incorporated. This 
Act is notable as containing the first statutory provision 

1923) ".~mitled ~!I 'lie Co.part"erlAip Allociation to Me Reconstruction 
,Anring i. Briti,II Gas Compa",,, at Decem~er 31,t, 1921 :-

. 
No. of em· Amount of 

ploy ... Amount di. Share. and de-
under agree- videdamol:g Tolal profit poaila bold by 

m8nt for Emp1oyee. Amount to Em. Employees in 
Profit. for year per oent. on ployee. the Oompany 

Ibuing or ending Wag ... liuoe scheme at the Market 
Co-partner. Deeemoor. WILl adopted. value on De-

• hip. 1921 • 08mber Slit. 
1921 (about). 

B B B 
8,872 ... ... 771,_ _.000 
1.847 5,_ I 76,718 86,943 
1.200 4,2520 8 IOO.M2 75,015 

426 8,209 4 80,688 25,_ 
88 696° 8t 6,262 6,056 
7. • 8,956 4,845 ... , .. 

581 • 89,847 85,W 
757 8.480 

... 
81,007 23,477 4t 

77 ... 2,276 885 
10.050 44,1MIS' 4f 418,036 864,197 

80 I8Ii I 8.185 1.771 
28 125 2t 2,460 (c) 2,211 

17. 1,148 8 7.816 5,_ 
925 2,059 I 29,786 18,559 

1,748 I 
1,288 t M.456 80,816 

80 I 510 a 4,075 1.720 
III 

I 
127 8 8S6 600 

197 1.606 ~ 8,164 2,0118 
96 688 8t 2,859 676 
74 276· I 1.879 1,184 

191 81.· 

-
3,006 2,717 

III 482" It 2,871 789 

26,718 71,0311 ... -,809,lUl 1.089,860 

(c)hooVal_ 
r. •• lioallpill .....,. oharU:r ,-c. ... brI. Oudilf, 01 ........ __ m .. GI __ • 
hoo .... o_I~ ...... tod .nllt lit. Ilu L;p' ""d Coke eo.. """ will _ iD'" doe 
Bud_old ""d ito ....... -...' '" all ... d, 
II :nan' for 1911 a _ ....... _ at .. 10 wu tIiokilMMcl _ III __ 
0 .... 1,000 io aapi-' 
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for co-partnership. It provides that gas shall be sold 
according to its calorific value, instead of by volume, and 
that after provision has been made for the payment of 5 
per cent. dividend on the ordinary stock, and 6 per cent. 
on any new ordinary stock, the surplus shall be divided 
thus-three-fourths towards reduction in price of gas 
to the consumer, and one-fourth equally between ordi
nary stockholders and the employee co-partners. The 
standard price of gas was fixed at lId. per therm, and it 
was decreed that, after the amount available for the 
reduction in the price of gas and the payment of divi
dends to stock-holders had· been deducted, the remainder 
should be paid as bonus on salaries and wages on a 
uniform perccntage. The trustees of the co-partnership 
fund were declared to be the persons who, for the time 
being, are the employee directors, together with the 
president and secretary of the company. 

(b) Savilngs or IJepoBit Schemes. 

Ap3:rt from gas companies, the schemes which have 
found most favour in general industrial undertaking~ 
are Savings or Deposit Schemes, Shareholding Schemes, 
and Cash Bonus schemes, the last of which at the 
moment is the most popular. 

A type of profit-sharing scheme of which there 
are a few examples in Great Britain is that which 
encourages the employees to accumulate savings by 
depositing them with the .firm. The basis of the type 
of scheme is that the firm or employer receives the 
savings of the individual employees, and deposits them 
at each employee's credit, guaranteeing a permanent 
minimum rate of interest, irrespective of profits, with 
an additional rate payable on a fixed scale if the profits 
exceed a certain specified amount. 
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Two examples of this type of scheme may be· shortly 
described. The first is- that of Sir W. G. Armstrong, 
Whitworth and Co., Ltd., the other that of Messrs. Fox 
Bros. & Co., Ltd., Woollen Manufactures, Wellington, 
Somersetshire.Both these schemes ha.ve been in existence 
for long periods. Jndeed, the scheme of Messrs. Fox Bros. 
which dates from 1866, is one of the oldest in existence in 
the United Kingdom. 

The scheme of Messrs. Armstrong, Whitworth & Co., 
has been in existence for over 40 yef\rs. In 1878 Sir 
Joseph Whitworth started a scheme at Openshaw, Man
chester, by which be gave facilities for his workmen to 
invest part of their wages in the firm, on the understand
ing that their savings thus invested would receive the 
same dividends as he himself got on his own capital. 
At this time, the firm was a private one, but in 1888 it 
was converted into a limited liability company. The 
compf\uy took over the obligations of Sir Joseph Whit
worth in -regard to the scheme. Amounts of not lesS 
than one shilling f\nd more than £1 taken from the 
weekly wages of the individual employee could be 
deposited every week with the Company. On the decla
ration of the annual dividend by the Company the amount 
standing at the credit of each individual depositor was 
eligible for dividend at the same tate as the ordinary 
shares of the Company. The interest accruing under 
the soheme was plaoed at the credit of each depositor 
and added to his principal. Provision was made for the 
withdrawal of deposits under certain conditions, and 
persons leaving the service of the Company were repaid 
their deposits with interest, at the expiration of fourteen 
days. 

When Sir Joseph Whitworth & Co., was amalga
mated with the firm of Sir W. J. Armstrong, Mitchell 
& Co., in 1896 (the new name of tbe firm was Sir W. G. 
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Armstrong, Whitworth & Co., Ltd.), the profit-sharing 
scheme of Sir Josepb Whitworth was taken over by the 
amalgamation, and made applicable to the whole Company, 
and some new rules were introduced. These rilles, in 
substance, are the basis of the scheme at present in 
force. Deposits of not less than one shilling and not 
more than £1 of the employees' weekly wages are still 
received as in the earlier scheme, but a maximum amount 
of £200 is prescribed as a limit of each individual deposit. 
In the case of higher-paid officials, who are paid quar
terly, the weekly deposit and the maximnm amount 
which may be deposited are £2 and £400. The 
directors themselves have the right of fixing a limit to 
the total amount which may be received. The deposits 
receive a fixed interest at 4 per cent., and each half year 
a bonus equal to half the difference between the fixed 
rate and the dividend payable on the shares of the 
90mpany is added, but the interest and the bonus to
gether must not exceed 10 per cent. The interest and 
bonus are added to the principal lying at the credit of 
the depositor's account, unless the depositor gives notice 
under the rules to withdraw the sum in cash. Deposits may 
be withdrawn up to one half on seven days' notice, or 
up to the whole on fourteen days' notice, although, in 
special circumstances, the provisions regarding notice 
may be dispensed with. Employees leaving the firm, as 
before, may be repaid their bonus after the expiration of 
fourteen days. 

The extent of Messrs. Armstrong, Whitworth's 
scheme may be seen from the total amount of bonus 
paid in 1918-£17,187. At the end of December, 1918, 
the total amount of deposit with the Company on behalf 
of the employees was a little short of £600,000. This 
huge sl1m was reached in the war period, but the non
war figures are equally striking. In 1901 the amount 
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of the iIivestinents was - £12!1o,306, in 1905, £195,500, 
in 1910, _£237,852 .. The total Bwelled rapidly in the 
war years, and in 1921 the amount was £386,950: .In 
1921 there were !Io,15!1o depositors, including !Io79 women; -

It is also stated th!l.t the employees of Messrs. Arm
-strong, Whitworth have made investments iIi the securities 
of the Company, apart from the profit-sharing scheme. 
These investments, however, are made upon the- same 
terms as in the case of the general public. ·Messrs. Arin
strong, Whitworth's Bcheme does not provide for full 
co-partnership. 

The Bcheme of Messrs. Fox Bros. & Co., was started 
in 1866, when a plan was introduced of receiving from 
the work people Bums of money on deposit at a rate of 
interest not less thl\n 4i per cent. and not more thaD. 10 
per cent. These limits, however, might be varied according 
to a certain scale fixed according -to profits. Any sum up 
to £50 was repayable by the firm on seven dl\Ys' notice; 
sums above £50 were repayable on two months' notice. 
In the present scheme, the additional l'ate ot inteNlSt 
fixed acoording to the soale of profits is allowable onli .on 
investment aocounts, that is, amounts of £5 or upwards. 
Small sums -left in the savings t\ccount of employees 
receive only the fixed rate of 'I per cent. 

The above rules governed this scheme up to 1916, when 
the amount withdrawable on seven days' notice was raised 
to £100, and one month's notice only was required for 
the withdrawal of sums over £100. A limit of £400 in 
the case of _ordinary-work-people,. with a higher_limit in 
the case of foremen, is seton the amount which,.c<an be .. 
invested by individual depositors. Sums over these limits 
may be deposited with the firm ;. but they reCeive only 
a fixed rate of interest-5i per cent. 

The number of workpeople in the employment of 
:Messrs. Fox Bros. & Co., in 1918 WM 1,-\23, of whom 622 

17 
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were Dien and ooys and801 women and girls. In 1918 
there was a very considerable increase in the number of 
employees taking advantage of the scheme. The total 
deposits of the employee depositors amounted to the large 
-sum of £60,600, exclusive of deposits above the limit 
mentioned, which receive fixed interest at the rate of 5t 
per cent. 

This scheme is one of the most interesting in the 
United Kingdom, owing to its long and continuous history. 
Originally, it arose out of the custom of the management 
of granting cash bonuses to the employees according to 
profits; but since 1866, the scheme has had a definite 
standing of its own. The scheme seems still to receive 
the full support of both the managers and the employees 
of the Company. 

(c) Ska"eholding Schemn . 

. To come within the purview of profit.sharing, the 
acquisition of shares by employees must be controlled by 
the firm itself, and the shares themselves must be granted 
either gratuitously or on specially favourable terms. The 
schemes actually in force in the United Kingdom show 
that the shares may be either ordinary or preference 
shares equivalent to those issued to the public at large. 
but issued on speci>tl terms to employees, or special shares, 
different from shares issued to the public. Such special 
shares are limited to the employees only, and the holding 
of those shares does not. necessarily confer upon the 
employees the same rights and privileges as are possessed 
bi ordinary shareholders. . 

Of this class of profit-sharing schemes, there are 
four sub-divisions: 

(II) Schemes based on the distribution of a bono8 
either the part or whole of which is retaine4 
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by the finn for the purchase of shares in the 
eapital of the finn itself; 

(6) schemes in which the bonWl ia itaelf given in 
the form of Bhares in the finn ; 

(c) the iBBue of Bhares to employees gratuitously; 
and 

(d) the iBBue of Bharea to employees on special terms. 
The first two cl8ll68ll are sometimes called labour 

oo-partnenhip as distinguished from profit-sharing, bot 
for our purpoB8ll thoy may be classed under the double 
title of Profit-Bharing and labour Co-partnership. The 
bonua in the last two of these classea consists in the 
dividends payable on the shares iBBoed to the employees. 
In these schemes the firmB do not first iBBue a bonUB and 
then eapitaliBe U for the purpoBllB of the purchase of 
shares. 

Four eumples of Bhaceholding type of profit-sharing 
may be described. The first is that of Lever :Brothers. 
one of the beat known examples in existence; the BeCOnd 
is that of :Bradford Dyers Association, Ltd.. a large 
concern which employed in 1918 clOBe on 10,000 pel8ODS; 
the third is that of Foster SoDS &; Co .. a Bmall concern; 
and the fourth that of lleBSI'B. I. T. and I. Taylor, Ltd .. 
one of the oldest of Buch schemes in England. 

The scheme oC Lever Bruthers, Ltd.. has been in 
operation BiBce 1909. n applieB to the employees in the 
main firm at Port Sunlight, Cheshire, and to tbe 'seocia!ed 
companies both in England and abroad. The initiation 
of the echeme was doe to Lord Leverhulme, who formany 
yNrll has been known u one of the most enlightened and 
Bympathetio employers of labour in England. The main 
objl'Ct of the scheme. acoording to Lord Lel'erhulme 
himself, WaB not profiHharing properl" B~ing. but 
c:o-partnership in prosperity. 

The buis of the echeme is conWned in a legal deed 
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known Bsthe Co·partn~t8fuv i" ust in Lever :Brothers, 
Ltd. The trustees .are the .directors for the time being 
(except Lord Leverhulme and the Hon. W..HulmeLever) 
or such of them as are willing to act. The trust deed 
does not create a partnership in law between the Company 
and any of the interested parties. Its main features are 
as follows. Every director of any length of service or 
age, and every employee of good oharacter who is not 
les8 than 22 years of age and bas a clear record of at least 
four years' servioe with the Company, or in any of the 
assOciatedoompanies, may have issued to him from time 
to time partnership certificates upon terms laid down in the 
Co-partnership Agreement. The employees undert&keto 
be . bound by the provisions of the scheme and not to 
waste time, labour, materials or money in the discharge 
of their duties, and loyally and faithfully to further the 
interests of the Company. The holder of the majority 
shares of the Company (Lord Leverhulme himself) is 
entitled to issue oertificates to any director or employee, 
whether or not he or she complies with these main provi
sions, The certificates are issued on the first day of each 
year. Partnership certificates confer the right to dividend 
which is specified in the Company's articles of associa
tion. After· payment of preference dividends. and of a 
dividend of 5 per cent. upon ordinary shares (all of 
whioh are held by Lord Leverhulme and his family), any 
further sums available for distribution as dividend are 
paid to the trustees of the Co-partnership Trust. Five 
per cent. per annum is paid upon the preferential certi
ficates of the Trust, after which the surplus' profits are 

\ divided between the holders of the ordinary shares of the 
Company and the trustees of the Co-partnership Trust. 
The. relative amounts payable are fixed by the relation 
which the totsl amount paid up on the issued ordinary 
shares for the time being bears to (a) the total nominal 
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~mount of partnership certificates iss)l.edand .out. 
standing and (b) the 5 per cent. cumulative. preferred 
ordinary shares standing for the time being in. the nallles. 
of. the holders of the partnership. cer.tificates.The 
partnership and preferential certificates Jue issued for. 
sums of £1 or multiples of. £1; but in .no case may 
certificates for a nominal amount of more .than one 
million pounds be issued or outstanding at any time,. 
except with the consent of the holder of the majority 
shares of the company. 

'llhe employees admitted to receive partnership certifi
cates, and also the nominal amount of the certificates, .ar8 
determined by the trustees. The trustees may, if they 
think fit; refl'r the case of any employee .for .consideration 
to the Committee, in order. to determine whether the. 
employee is qualified for the certificate, andalso.to. fix: the 
amount to which he is entitled. The employee is entitled 
to appeal from the decision of the trustees to the holder 
of the majority sbaresof the Company, who may issue 
the final decision. J n practice, the' allotment is based on 
value of service; special allotments are made for special 
service and helpful suggestions. 

The nominal amount of partnership certificates whicll 
either directors or employees may receive is limited 
according to their rank and salary. Once theco~partners 
are admitted to the scheme, they receive annually further 
certificates proportionate to 8alary or wages, tin they 
reach the maximum. which varies from £200 to £3,000, 
according to their annual earnings. Certificates may .be 
cancelled under certain conditions. In the case of a 
director, the certificate may be cancelled if, in tb.e opinion 
of the holder of the majority shares in the Company, he is 
guilty of neglect of duty. dishonesty. intemperance, 
immorality, flagrant inefficiency, disloyalty to his employ
~rs and such like. Filr silllilar oifences, the certificate of 
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an employee may be withdrawn by the trus.~ees. Ample 
provision is made. for full analysis of each case and for 
appeal. Certificates may be cancelled also in cases of 
voluntary retirement or resignation before the age of 60, 
not caused by permanent incapacity to work caused by 
ill health in the case of a man,and 60 in the case of a 
woman. They are also cancelled in the case of retire· 
ment at these ages and at death, and if, during the life 
of either a director or an employee, any act or event 
happens whereby the partnership certificates held by him 
under the scheme, if belonging absolutely to him, would 
become vested in some other person or corporation. 

The preferential certificates are really partnership 
certificates issued under special conditions. When a 
co·partner reaches the age of retirement, or has to retire 
before that age through no fault of his own, the ordinary 
partnership certificates are converted into preferential 
certificates. These preferential certificates also yield 5 
per cent. interest, and rank for dividend after the 5 per 
cent. paid on the ordinary shares of the Company. The 
nominal amount of a preferential certificate is either ten 
times thEl average dividends paid during the three pre· 
ceding years on the holder's partnership certificates, or the 
same nominal amount as that of the partnership certifi.
cate which has been converted, whichever is less. 
Preferential certificates may also be issued to the trus· 
tees for the support of institutions which serve thu 
company's employees, such as schools, clubs, churches or 
parks, or for the granting of scholarships to the children 
of employees. These preferential certificates, like partner
ship certificates, are subject to cancellation-

(1) in the case of the death of the holder (but the 
certificates may be continued for the widow) ; 

(2) in case the holder enters into employment in any 
business without the consent of the trustees ; 
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(3) in the case of a widow, if she marries again; 
(4) if the preferentia.l certificates would become vested 

in some other person or corpora tioil; lind 
(5) if the holder is guilty of various offences, such as 

dishonesty and intemperance. 
A committee, which consists of three persons nomi

nated by persons o~ the management class, three 
persons nominated by the salesman class, three by the 
staff class, and three by holders of l/referential certificates, 
manages the scheme. The constitution of this committee 
provides fairly stringent regulations for voting. No 
resolution of the committee is carried unless it is 
supported not only by a majority of the members of t~e 
committee voting individually, but by a majority of the 
different sections of the committee represented at any 
meeting, i.If., the vote of each section of three members 
must be given in accordance with the decision· of the 
majority of the representatives of the section present 
at the meeting. 

When the scheme was started in July, 1909, 1,041 
employees, including directors, managers, salesmen, 
travellers, clerks, workmen and labourers, were given 
certificates of the nominal capital value of close on 
£1140,000. The original certificates were made retr<>&
pective, 80 that the original employees were given the 
benefit of the number of year's service they had in the 
firm. The dividends OD the partnership certificates were 
first credited to the holders in a savings bank account. 
They are now paid in the form of 5 per cent. cumulative 
preferred ordinary shares. The holder can sell ~hem at 
any time at par value for cash i but, so long as the sba.re\I 
are held by the co-partner to whom they were originally 
allotted, they 80180 participate further in profits, to the 
utent that they yield him the same rate of interest as 
that paid to ordinary shareholders. 
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The - number of co-partners in 1921 was 8,336. In 
1914 the total number in both Port Sunlight and the 
associated companies- in England and abroad was only 
2,794, which iricre88ed to 3,490 in 1915. Of the employees 
at Port Sunlight, about 40 per cent. were co-partners 
in 1918. On the 1st January, 1918, the dividends for 
the year 1917 amounted to close on £120,000; the total. 
dividends paid for 1920, amounted to £255,980. In the 
12 years of co-partner!lhip, up to the end of 1920, the 
sum of £1,097,587 was distributed under the scheme. The 
nominal value of the ordinary and preferential certificates 
issued and outstanding has more than trebled itself since 
1915 (the figures rose from £442,695 to £1,399,423)} It 
may also be noted that, in 1918, although the business 
was started only in January, 1886, no less than 154 em
ployees of the firm had completed 25 years' service, and 
1;28] had completer! 15 years' service. 

-Du_ring -the year 1922-23, Messrs. I..ever Bros. further 
amplified their co-partnership policy by the adoption of 
schemes of grollp unemployment, of life insurance, and of 
sick be-nefit. The Company have arranged with the Atlas 
Assurance Co., Ltd., with effect from the 1st October 1922, 
to insure -- in groups members of the staff who are co
partners: - The groups are arranged in three grades, 
ranging - from the yOU!lgest co-partner on the staff up to 
and inciuding the directors. In group 1 the insurance in 
case Of death or disablement ranges from a minimum of 
£100 to a maximum of £1,600; in group 2 from a 
minimum of· £200 _ to &- maximum of £2,000. and in 
groiip S- from a minimum of £400 to a maximum of 
£ .... 000. - At the -last annual meeting of shareholders. 

- - -

'1 At the laat annual geDen) meeting of LeYer Brotben. Ltd., held on April J2t.b. 

1928. Lord Lel"erbulme atated that the Domiaal nlae of the eo-partnen' capital 
already amounted to over £2.000,000, II and we hope, of iDcreuiDg ftJue 8"'7 

lear." 
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held in April, 1923, Lord Leverhulme announced that the 
total value of the policies issued under the scheme W&ll 

£985,600, covering 7,155 member!! of the staff, The 
unemployment scheme also applies to co-partners, bo~h 
men and women, in the employment of Lever Bros., or 
associated companies, working within a radius Qf tW!) 
miles from the centre of Port Sunlight. This scheme, 
like the life insurance scheme, came into effect on the 
1st October, 1922, and the directors propose to extend 
its operations beyond the area in which it has been 
commenced, if they feel justified in doing so. 'Ihe un
employment and sickness relief schemes are both based 
on the principle of grading by groups, according to 
efficienoy, in the particular section in which the 
member of the staff is employed. The unemployment 
scheme provides that, during any period of unemploy
ment, or, in Lord Leverhulme's words, "suspension 
from employment," arising from any cause, such as 
slookness of trade, to which, in the opinion of the 
Company, a co.partner has not either directly or 
indirectly contributed, the Company will pay to the 
co-partner, ez gratia, a sum, which, in addition to the 
state allowance for unemployment, will yield an amount 
equal to half the standard weekly rate of wages. The 
sickness reUef scheme provides for the payment of an 
equivalent sum to co-partners who are prevented by ill
ness from working at least seven consecutive days. The 
p"yment may continue for foar weeks, and the Company 
decides whether it is to b ... p!\id for longer periods. A 
temporary scheme was also introduced during 1923 to 
provide similar alleviations in the case of oo-partners 
being forced to work short time. No medical examin&o 
tion is necessary in these new schemes. 

Messrs. Lever Bros.' scheme of co-partnership is notahle 
for l!everaI reasons, the first of which is thal it exists in 

18 
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one of the largest competitive businesses of modern 
times. It is notable also for its own particular features, 
one of which is that an employee, to become a co-partner, 
must be specially recommended by the heads of his 
department after a certain period of service. The scheme 
itself is also a liberal one insomuch as not only does it 
give a good return to the co-partners, but it has also 
·been amplliied to alleviate most of the disabilities under 
which employees work in either good or bad times. The 
scheme has also led to a decision which is of considerable 
importance in the history of trade unionism. 

Me881'8. Lever Bros. have not made participation in 
their scheme conditional on membership or the lack of 
membership of trade unions, and, in common with other 
profit-sharing and co-partnership systems, they have 

·'frequently been condemned at trade union conferences. 
At a recent Easter Conference of the National Union 
of Distributive and Allied Workers, held at Southport, 
on the motion of the Cheshire and North Wales Divisional 
Council (which includes Port Sunlight), a resolution was 
passed to the effect that the time had aTl'ived when the 
general trade union movement should declare itself 
against any form of capitalist co-partnership, on the 
ground that the capitalist attempt to introduce certain 
forms of co-partnership was designed to mislead the 
workers and prevent trade union solidarity. This resolu
tion is interesting when read with the decision of the 
House of Lords against the Carpenters' and Joiners' 
'I'mdes Union, which wished to expel certain members 
employed at Port Sunlight if they continued to be 
co-partners in Messrs. Lever Brothers' scheme. The 
carpenters and joiners employed by the firm contested 
the decision of the union in the courts, and the case 
was finally decided by the House of Lords in favour 
of the co-partners; and injunctions were granted against 
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the trade unions restraining them from expelling the 
threatened members. In that case it was decided that 
there was nothing in the rules of the unions to prohibU 
their· members taking the benefit of the oo-partnership 
BOheme. Bu~ in the same connection it was also decided, 
against the contention of the unions, which held that a 
member of a trade union who has been expelled for 
whatsoever reason must Ilubmit to the expulsion without 
right of redress iil the court' of law, that, where a member 
of the union has been expelled for reasons which the 
rules do not justify, he can take his case to the oourt .. 
and obtain reinstatement. This decision, of course, is of 
much wider importance than the mere ilMuing of the 
injunotions against the unions which proposed to expel 
tbe individual members who appealed. 

The scheme of the Bradford Dyers Association walt 

started in February, 1912, when the Company voted a 
sum of £5,000 to be distribute'" as a bonus on ordinatJ 
shares held by the employees, so long as the employ661 
remained in the employment of the Company. In tbe 
original scheme no bonus was payable if the dividend On 
the ordinary shares fell below /) per cent. If. however; 
the dividend was /) per cent. or above, the bonus payable 
was Ii per cent. on holdings of shares Dot exoeeding one 
thousand £1 shares. The rate on hcildings above £1,000 
was lower. At the initiation of. the soheme, no indivi. 
dual employee without the consent of the managers of 
the fllnd could register shares for bonus purposel in exceq 
of the amoullt of his pay for the two lears preceding. Ori· 
ginall1 employees were enabled to buy double the nllmber 
of shares they oould pay for immediately. Six years 
later, in February, 1918, the scheme was revised and 
placed on a permanent fooling. The bonll8 is noW' deter. 
mined according to the rate of dividend paJable on the 
ordinal,. shares. If the dividend is under 5 per canl the 
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employe8S, Who ~re shareholders still get no bonus; . but 
itit; is over 'that rate, they receive a bonus equal to half 
the· rate ofdiV'idend including the bonus dividends, e.g., 
inihe last. division of which figures are available the 
dividend on theordirrary ~hares was 17t percent., and 
the; empioyee shareholders received a total of 26 per cent. 
on:theiishares, which represented a bonus of at per cent. 
in addition to the ordinary dividend paid to the share
holders. In the reorganisation of 1918, the shares held 
by employees under the previous scheme were transferred 
to the new scheme, but a new maximum initial amount 
which any employee could hold was introduced. Each 
employee entering the scheme is now entitled to as many 
snares as at par· value would be equal to three-fourths of 
his average annual pay during three previous years. 
Additions to the number of shares he may hold are regu
lated by the rule that they may not exceed one-fourth of 
his pay in the rear to which the application applies. The 
maximum amount that any employee may have at any 
date may not exceed the total of his pay for the previous 
five years, and the maximum number ofshares registrable 
by all the employees collectively must not at any time 
exceed .400,000. 

Employees paid £250 a year or less may possess either 
preference or ordinary shares. Other employees may 
have ordinary shares only. The reason given for this differ
entiation between the lower- and higher-paid workmen is 
that experience has proved that the lower-paid workmen 
hesitate to place their savings in shares the value of which 
lnay fluctnate consi4erably from year to year. 

Al! employees who have a minimum of three years' 
service with the firm are eligible for shares, and all grades 
of employees, barring the chairman, managing directors, 
and the members of the executive committee of directors 
are eligible for participation in tbe scheme. :Both the 
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ordinary and preference shares are of £1 nominal value; 
but they must be entered on the bonus register in mul
tiples of ten. 'I'he employees are still allowed to acquire 
twice the number of shares for which they can imme
diately pay. 

The right to bonus ceases if the employee sells his 
shares or leaves his employment, either by death or other
wise. Provided that the number of shares does not ex
ceed 10 per cent. of the total authorised maximum, an 
employee who retires after reaching the maximum age, 
or from infirmity at an earlier age, is allowed to remain 
on the register during his life, or for a shorter period if 
80 desired. 

In 1918 the Company voted the sum of £100,000 for 
the acquisition of shares for presentation to employees 
who were then serving or had served in His Majesty's 
Services. Counting the shares held by these employees, 
the last available return shows that 3,600 employees held 
shares in the Company to the total nominal value of close 
on £800,000, or 5'57 per cent. of the total paid-up capital. 
For the maDl~ement of the scheme, the Company does not 
have a separate joint committee, but for mnny years they 
have had a special agreement with the trade unions con
cerned, and they also set up a wages board in 1899, the 
funotions of which are very similar to those of the joint 
committees reoommended in the Whitley Reports. The 
firm hM reported to the Ministry of Labour that the 
Bcheme hM proved satisfactory both to the firm and to 
the employees. 'l'hey say that it has called forth extra 
leal from many of their employee..'I, although they say 
they cannot give individual instances of it. They also 
consider that the scheme is tending to make employees 
stay longer with the firm. 

In the scheme of Messrs. Foster Sons &; Co., decora
tors, furnishers, etc., of Burnley I\Dd Padiham. the 
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employees not only possess part of the capital, but also 
share the control of the business. The firm is a small 
one; in 1918 it employed only 43 persons. Originally it 
was a private firm. but in 1903 it was converted into a 
joint-stock company.· Before the conversion, a profit. 
sharing scheme was in vogue, by which a bonus WIlS 

paid to the employees after a fixed rate of interest had 
been paid on capital. In 1903 an association of the em· 
ployees was formed to enable them to acquire an interest 
in the capital of the firm and also a share in its control. 
This association was registered under the Industrial and 
J>rovident Sooieties Aot, under the title of Fosters' 
Employees, Ltd. The articles of association state that the 
direotors are required to retain one thousand £1 shares for 
issue to the employees' sooiety. After provision is made 
for a reserve fund, the profits of the Company are to be 
divided thus. The shares, in the first place, reoeive an 
anDual dividend at the rate of 5 per cent. per annum, 
the deficiencies of one year being made up by excesses 
$n suoceeding years. After this oapital oharge has been 
paid, the remaining profits are divided in the following 
proportions.:-one-tenth goes to the employees' society 
for its common fund, and four-tenths to the sooiety to 
be applied for the purchase of shares in the Company 
and for the benefit of the employees, Of this four· 
tenths the Oompany deolares how muoh is paid as a 
bonus on the wages or salary of each of the employee 
who is a member of the society, and how muoh is paid 
8S a bonus to non-members of the society collectively. 
The amounts thus paid must be striotly in proportion to 
the wages or salaries paid. One-fourth of the remainder 
goes to the manager or managers for the time being, 
and the remaining one-fourth to the ordinary shareholders 
as an additional bonus. for every hundred shares held 
by it, the employees' society is entitled to nominate one 
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delegate to attend the general meetings of the Company; 
but the society is only allowed one vote at suoh meetings. 
The number of direotors of the Company, which must 
be not les8 than three and not more than five, oonsists 
of the partners in the original firm, and a third person 
appointsd by them. If the employees' sooiety holds at 
least one· tenth of the share oapital of the Company 
iIIsued for the time being, it ill entitled to appoint one of 
its members, whether he ill a shareholder in the Company 
or not, as a direotor, and, if the holding of the society 
increases to one·fifth, it may nominate an additional 
director. In this case, the total number of directors must 
be five. 

All sums reoeived by the employees' society are to 
be treated as capital and invested in a specified manner 
and oredited in the books of the society thus :-

(a) Eaoh member of the sooiety is credited with 
the amount whioh the Company declares 
as paid as bonus on hill wages or salary, 
and whenever there is a sufficient sum at 
hill credit, enough is transferred to his share 
account to enable him to obtain a fully paid. 
up share in the society; 

(6) The bonus of wages of employees who are not 
. members of the society ill credited collective· 

ly to the non·members' provident fund, and 
is administered as a trust for lbe benefit of 
lbose employees or for their wi'fes, children, 
widows or othor dependants; 

(c) Sums paid by the Company to lbe common 
fund of the society are applied to educational. 
social, provident. propagandist. and other 
purposes for the benefit of t.he members of 
the society and their families. 

The capital of the society is in'fested in fully paid·up 



144 PROFIT-SHARING AND CO-PARTNERSHIP 

shares in the Company, so long as these shares can be 
acquired by allotment at par. If authorised by a general 
meeting, the committee of the society may invest further 
capital in the purchase of additional shares or debentures 
in the Company at the current market rates. The ac
counts of the society are balanced annually, and its 
investments valued by the committee. Any deficiency in 
the investments is set off as so much loss to the society, 
but any gains on the investments are placed to a reserve 
fund until this reserve fund is equal to one-fourth of the 
nominal value of the society's .investments. Surplus 
sums are reckoned as profit. 

From the profits of the society, the share capital in 
the first place receives interest at the rate of 5 per cent. 
per annum, whenever the profits warrant the payment of 
such a dividend. Surplus profits are applied to the fol
lowing purposes :-

(a) Paying the employees of the society a dividend 
upon their wages or salaries received from 
the society during tbe year, at the same rate 
as the dividend on wages paid by the Com
pany for the same period; 

(h) If any surplus remains for the formation of a 
reserve fund, it may be applied, by a resolu
tion of a general meeting on a recommen
dation of the committee, to meet contingen
cies; 

(c) The payment of any arrears on shares which in 
previous years have not received the 5 per 
cent. dividcnd ; 

(d) Paying the committee for their services; and 
(e) If a surplus remains, paying in cash a further 

dividend for the year. 
Out of the total subscribed capital of the company, 

749 out of 3,479 shares of £1 each are held by the 
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employees' society. The society, thus, is entitled to one
fifth of the votes at a general meeting of shareholders, 
and to two seats on the board of directors. 

The profit.sharing scheme of Messrs. J. T. & J. 
Taylor, Ltd., was started in 1892 by Mr. T.O. Taylor, 
sole pal·tner in the business. The original scheme was 
confined only to managers and .foremen; but in 1896, 
when Mr. Taylor's business was converted ~nto a limited 
liability oompany, a new scheme was started, whioh, as 
amendcd in 1909, now stands as follows. Messrs. TaylOr, 
whose works are in Batley, manufacture men's and women's 
wearing materials, and, as the Labour Co.partnership 
Associat.ion points out, are therefore .. engaged in an 
industry subject to the' most extreme variation of fashion." 

After due allowance has been made for depreciation, 
any profit made, after payment of 5 per oent. on the 
capital, is divided between capital and labour according to 
their respective amounts; for every 1 per cent. more 
that can be paid to capital, 1 per cent- dividend on wages 
is paid to labollr. Every worker who has been em
ployed during the whole of the previous year is granted 
a bonus proportionate to his or her wages. Employees 
who are not less than 21 years of age, and· who have 
served the Company at least 5 years, and own shares 
equl\l in amount to a half year's wages, are granted 
double bonuses. 'rhe bonus is given in the form of 
fully paid shares of the Company. These shares make 
the holder eligible for payment in cash of the dividend 
declared in the following year. Part of the total wages 
paid to workers who have not qualified for participation 
iu the bonus, i.e., those who have not served the firm for 
the whole year, is reckoned in the total amount of w&,,<>es 

which ranks for bonus, although the individual employees 
are not eligible to receh'e bonuses themselves. The 
llInount arising from such bonuS1.'8 is placed to the 

19 
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«redit of a: special fund called the Worker's Benefit 
F~nd, 

The bonos shares <1,0 not carry the right to vote j 
?ut by possession of them the owner is, entitled to the 
same rate of dividend as other shareholders of the 
9prppany, and in the ~se of, the winding up of the 
COlIlpany, 'he ,is entitled to share at the same rate in 
the assets, Only employees, of the Company may hold 
~ha!esl ~nd an employee must have a holding equal to 
qis year'~ wages before he can sell any of his shares, 
9nce ]If;l possesses this amount, he may, if he cares, 
~el1 any surplus above that limit. If an employee leaves 
~lie c.0mpany's employment, he lQust sell his shares within 
si~ ,months, but special, provision is made to. prevent 
c~ployees leaving in order to . realise money. 'I'he Com
pally . ,do not under~ake to transfer shares until three 
,~o!lths after the employee has left. ' 
,.'" :rhe re,!uHs of Messrs. Taylor's scheme show, that 
up t~.the end. of 1920 the bonus averaged just over 10 
p,~f. cen~. an!! the dividend on capital just over 12 per 
c,ent.l

. Thi/iaverage includes two years in which no 
profits w~re declared. The firm n~rmally employs about 

I The follomg able abo ..... the relatiotl bet .... een the dividends OD sbu-e. ud 
wage. :-

.. - iia respect. 01 1895, two fully paid £1 aharel were pAid to each of the e~ploy~ 
';"ho had -earued 201. per wepk OJ" more, and ODe £ 1 abare &0 the reet. . 

C .. h Dividend \ Djyidend % OD Wag. gi'f"81l 
on ablll8l. in the Ihape of. .ha .... 
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" 
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2,000 workpeople, about· half of whom· are men and th&' 
other half women and gil'ls. 'rhe total amount paid. tothe 
workers in cas\t, bonus, shares, dividends on the shares 'and 
allooations to the·Workers' Benefit Fund has amounted 10 
the large sum of over £500,000. The workers now 
own over haIr the capital of the firm ahd receive thre~' 
fourths of the profits. During, and after the conclusioD' 
of the war, the firm paid the dividends in war loan 
and cash. 'In a repol·t given by the Ccimpantto the 
Ministry of· Labour, a oase is quoted in which a mari 
who had worked for the Company for 20 years, and 'had 
averaged about thirty.five IIhillings a week in pay during 
that time, had for the 20 years of his servioe receiv:ed an 
Rnnllal addition to his income in the form of bonus of 
nearly £81·10·0. 'I'his bonusrepresents'a very oonsi. 
derable gain to the individual workman, and it. is' ·not 
surprising that the Company reports that the· scheme 
has givell satisfaction to their workpeople. It is, indeed, 
one of the most successful in existence, even although it 
does not fulfil the ideo.l of.oo-partnership, that the hold6l8 

C .. b Dirid •• d ); DI.id •• d % OG W_ " .... 
OD.h ....... iD the Ihape of Ihueo. 

For 11109·10 lit "'It 
.. 1911 16 "10 

.. 1911 121. "7t 
., 1913 10 "6 

.. 1914 Itj "7, 

.. 1915·10 It I -lit ) 5 in .hare&. 7! ia ,'\ 
{' i. 6 per OOIIL I!:achoq •• r ~ B~cbequer Bondi or 

,. 1917·19 Boml. 01" W ... Loan. War l..oIlfto 
iii -lSi *' 

" loto 17~ "Itt I u C"Ub~ Nt"ep& &.hat 
............. n_6 
iDah""" 

.. 11111\ 16 "10 

" n...b1. ohio diridead .... "- ...... &ban 111 .... 01 ... who b .......... wi ... 
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of the shares should have a right to vote at shareholders' 
meetings. 

The Company recently ftlrmed a co-partnership com
mittee with the object of consulting the workpeople 
through their representatives on matters concerning 
their comfort and welfare. This committee is composed 
of six directors, the secretary of the Company, ten re
presentatives of the staff, nominated by the Directors, 
ten foremen, elected by the foreme'n, and ten workers 
elected by the other workpeople. The committee has 
also an education sub-committee which superintends the 
education of workers under sixteen years of age. Under 
the superintendence of this committee it was reported in 
1918 that 98 of these young people were attending 
continuation classes in the day time. A number of 
sub-committees has been formed to deal with individual 
questions, e.g., safety, welfare and canteens. 

Quite recently Mr. Austin Hopkinson intro.duced a 
scheme into his works, the Delta Mining Machinery 
works at Guide Bridge, Lancashire, which professes not 
merely to share profits with the workmen, hut actually 
to reduce the owner's own profits. Behind every other 
profit-sharing scheme is the idea of increased production 
and increased gain for everybody. After trying the 
experiment of working shorter hours and paying higher 
rates than were customary in the same trade in the 
district, Mr. Hopkinson decided t9 go a step further. 
The spirit and the practice of his scheme will best be 
judged from the following quotation from a pamphlet on 
the subject issued to his employees ;-

.. But the obligation is still upon me to make further 
experiments in the interests of the trade, and so we are 
now about to adopt a very bold policy that can only be 
successful if I have the whole-hearted assistance not only 
of the employees at these works, but also of the societies. 
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I feel very strongly that if we can make profit· sharing a 
real success here, the effect on the whole tra.de will be 
altogether out of proportion to our comparatively small 
size. The scheme outlined below will, you must notice, 
introduce an entirely new principle in industry-the 
definite limitation of the income of the employer to an 
amount, in this instance, less than I actually received 
before the war and undoubtedly very much less than what 
I might now obtain if I wished to do 80. Please do not 
think that this voluntary surrender is an a.dvertiseme~t, 
for it is not so. It is simply an attempt to make people 
think clearly what a small and insignificant thing money 
is. I now lay down the principle that I do not want 
more than a certain amount for my own use (an amount 
much less than I am capable of earning) and a certain 
amount to give away. This is no matter of dictation 
to other people, for it is fully understood that there are 
many things I ought to do which are not obligatory upon 
other employers. In such matters as these every man 
must judge for himself. 

So you will see in the following scheme, after a 
certain point has ht'en reached, increNied profits do not 
add to my inrome. For the scheme increases your share 
as compared to mine in a continually greater ratio np to 
a point where the whole 'Of the increased profits go 
to you. 

If we reach that point, I propose to consider further 
industrial exptlriment~, either in the direction of giving 
you part (possibly nelltually complete) ownership of 
the business, or in the direction of co-operation hy which 
tbe industry which buys our products will benefit. I 
reser'1"8 the right to modify tbe scheme accordingly. 
For the pres .. nt, however. I wish to impress upon you 
the importance of making profit-sharing successful If 
our experiment fails, other employers are not likeI1 to 
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make movesin the same direction, but if we succeed, we 
shall help forward the cause of progress. 

Now for the scheme. After a great deal of considera· 
tion I have .come to the coriclusion that I mnst take upon 
myself the whole risk and not introduce qualifying safe· 
guards which might perhaps hinder us. 

1. Profit.sharing is to begin on March I, 1920. 
2. The basis rate in the CMe of all men now 

employed here shall be the rate they are now 
receiving. But in the event of the pronts 
being below £1,000 pl'r annum, the basis 
rate may be reduced to the district rate. 

3. The houl"S of work are to be 44 per week •. 
4. Overtime is not to be worked exoept in an emer· 

gency. 
5. Profits mean the nett pront after paying all 

charges, commissions, rates, taxes, depreciation, 
and 5 per cent. on capita\. . 

6. If the profit is at the rate of £ 1,000 per annum, 
I take -10 and you take~. On the second 
£1,000 I take -10 and YOll take -10. On 
the third £1,000 I take ~ and you take 
1/. And so on. 

7. An estimate of the rate of profit will be made 
every month, and·the whole amount due to 
you will be paid during the next month as far 
M possible with reMonable Ct\ution. For it 
must be understood that a certain amount 
must he held back until the half.yearly audit 
in order to avoid the risk of paying out more 
than is actually earned. 

8. Participation in any industrial dispute directed 
towards the improvement of wages or working 
conditions will prejudice you in n.o way, i( it 
is authorised by the recognised officials. But 
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I reserve the right to cancel the whol~ scheme 
if there is a stoppage of work on political 
grounds or in opposition to the orders of the 
union authorities. 

9. I retain the right to fix day rates above the basis 
rate in the case of men who have special res· 
ponsibilitie~ inconnectioll with their work, 
and mlly therefore be considered to contribute 
in 110 speoial degree to the prospel'ity of the 
bUliiness. 

10. I shall also fix the rates of remuneration for the 
management, office, and outside staffs. 

11. Each man will share equally in the profit. 
12. A.pprentices under 18 will be entitled to half of a 

man's shure. But p"rt, or all, of the appren· 
tice'li share may bc retained and invested for 
him if, after consulting the Shop Committee, 
I am of opinion that such arrangement would 
be for his beneft.t. 

IS. I will give a certifioote each month as to the pro
fits earnp.d and distributed, and the employees 

. Bhall be entitled to appoint two of themselves 
at any time to examine the books of the busi· 
ness and to meet the auditor. 

Hr. For the present, at any mte' I reserve abiolute 
rights in respect of the engagement or dis· 
mi88l\l of men, but these rights will be exer. 
oised after consultation with the Committee. 

1/). If any lllan loses time, he will still be paid his 
share of the profits on the supposition that he 
has been abient owing to illness or other' un· 
avoidahle I'&u,;e. . If, in my opinion, aftf.r con
sultation with the Shop Committee, he is 
losing tilDe without good reason, he will be 
liable to be dismissed. 
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16. The number of apprentices will be limited to the 
number we can really train and make into 
first-class craftsmen. 

Now I think the above clauses deal with every impor
tant point; but if anything else turns up, I think we 
know one another well enough to be able to settle it to 
our mutual satisfaction. My general policy will be to 
hand over to you more and more responsibility, but you 
will understand that I must be cautious, not for fear of 
my losing money, but for fear that the experiment may 
fail." 

Mr. Hopkinson's scheme is only transitional. After 14 
month!!' working, the scheme showed an average bonus 
to the men of 208. a week. There is a Shop Committee, 
and the workmen are also enabled to take shares in the 
business. 

,.. Other- Forms of Profit.Sharing. 

(a) Municipal P,·ofit-Sharing. 

In their memorandum submitted to the Re-con
struction Committee, the Co-partnership Association asked 
the Government to recommend co-partnership to 
municipal bodies carrying on public utility services. The 
possibility of such development has not yet appealed to 
-many municipalities in Great Britain, but the fact that 
there are a numb"r of successful instances shows that the 
principle of co-partnership can be applied to municipal 
undertakings. The first profit-sharing scheme established 
in connection with municipal-owned services was that of 
the gas and the electricity departments of the Stafford 
Corporation. This Mcheme was started in 1900 and its 
main provisions were (1) when the total cost of manu
factul'e and di~tribution of gas was less than lId. per 
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thousand cubic feet of gas sold, a bonus equal to one
fourth of the difference between this sum and the actual 
cost was to be divided among the workmen and staff who 
had been employed in the gas department for not less 
than three months during the year when the bonus was 
earned; and (2) in any year in which special charges, 
lIuch as for main-laying operations, were charged against 
revenue instead of against capital, the amount of those 
charges were to be deducted from the manufacturing and 
distributing charges in addition to the net cost of coal, 
rates and taxes, and depreciation. Effect was also given 
to the profit on gas fittings. The bonus of the Stafford 
Bcheme in 1916 amounted in all to 11'68 per cent. on the 
wages paid. The amounts distributed from 1900 to 1915 
varied from flil to 10'98 per cent. on wages. The dividend 
in the electricity department was 15 per cent. in 1915. 
Owing to the exceptional conditions created by the war, 
the dividend on wages was merged in the general 
increase of wages and the profit-sharing scheme, for the 
time, became dormant. 

Munioipal schemes were started in 19U in Burton
on-Trent for the employees in the gas and the electricity 
departments, "and in 1911 in Belfast for tramwa1 
employees. The Belfast scheme provided for the alloca
tion to labour of a share of profits not in accordance with 
the wages paid but pel" 'I!mployee. The Belfast Bcheme 
was disallowed on technical grounds by the old Local 
Government Board and has not ye' been revived. The 
Metr<qx>litan Borough of Poplar has also a profit
sharing Bcheme in its electricity department, which is 
reported to have worked very satisfactorily. Under the 
BOheme a fund is formed by taking 20 per cent. of the 
bally divisible profits up to £6,000 and 10 per cent. of 
all above £6,000. The fund is distributed as follows :
one quarter to the chief engineer and manager, 

10 



. one-ei$hth to the assistant manager, oDe-eighth~ in , equal 
, proportions to the station an!! mains 'engineer and sales 
''IDanager, andona-half to the junior o'1iic~rs and workmen 
; in the 'generating and distributing' departments pro rala 
'eto wages and salaries paid in the year in which the bonus 
• is: earned. : - '" ' '. ,,' 

. 
(11)' Profit-sharing in Agriculture.' ." 

• ·"1 

, , , _ ,The Labour Co-partnership Association in· their annual 
'reports :have given several examples of co-partnership 
:scheriles as applied to agriculture. " There seeUls to be 
a ilplendid opportunity," they state, .. for co~partnership 
.'in agriculture. There can be no industry in' which the 
'goodwill and ,consequent honest,careful, efficient work 
Will bring a more direct result." 'As':pointed':our 
,earlier,the systemof'mitayage in,agriculture'is a type of 
:profit-sharing. Attempts have recently been' mads- to 
'8v.olve sehemesmore ,or ]ess .on the pattern of those adopt;. 
ed in big industrial concerns. The Co-partnership Associlf. 
-tion quotei ~the example of Messrs: W. Dennis and Sons, 
'!.td., farmers' and fruit-growers. According to their 
.cheme, the, landowner will get 5t per cent. upon hiB 
oapital, and, a third of the net profits. The firm respon
sible for the farming and trading capital will get 6 per cent. 
and- -one~thirdof the net profits;, and the employees will 
get the current rates of wages and the remaining third of 
the profits. LOMes are to be carried over to succeeding 
years and the share of profits assigned to laboUr is to be 
allocated in accordance with wages. This 'firm farms a large 
area_ome 10,000 acres--and has' consequently a la~ 
Dumber of employees. ~e workers, men and women, 
are given a share in the management by electing members 
to· committees of the board of directors~ 'fhese committees 
cJeal with wages, bOIlJl! 'of work and' Othsr matters. 
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, The instance of !.o1:d Rayleigh'l\ farms is also quote!}. 
Lord Rayl~ighbas a purohase so heme under whioh th" 
employees are enabled to invest money in the busines"up 
.to 'o.~rtainJimit~. These limits Ill'e £250 for head workers 
and £150 for others. The investments carry a fixl!d 
minimQm rate of interest of 5 per !lent. but share in 
profits above tbat level, e.g., if Lord Rayleigh received 7 
per cent. the workers would receive an additional 2 per 
oent., bringing their total return up to 7 per cent, also. 
Anothe" . instance Js that of Sir John Shelley-Rolls, who 
started a soheme in 1919. He oonverted his farm into a 
oomplllllyof whioh the sbares could be held only by him· 
self and by people actilallyworking on the place, or their 
families. All tho~e who were workers on the estate for 
20 years were given one share for each year of work, and 
in the first year of the $chemo he allowed the workers to 
take their share of profits in oash or to reoeive double the 
value of the ('ash in shares of the oompany. Practica~ 

all the employees aooepted the latter offer. The Marquis 
of GI'aham, who carries on a farm at Easton in Suffolk, 
lias also evolved a scheme whereby the workers are offered 
debentures at 6 per ,ceut .. guaranteed interest, plus a 
further bonus on the investment in proportion to profits: 
The Marquis of Graham also proposes to give debentur81 
as re\vards for special servioes. Several other examples 
Ilre quoted, and the Labour Co-partnership Association 
put forward with approval the following soheme whioh 
c/\me to light as the result of a prize competition of the 
subject. . 

.. Tho scheme is for casb· profit-sbaring, and carefullr 
defines the terms, profits, employer's wllgeS, annual value 
of the farm, and 90 on, and lays down' rules for rate of 
interest on oapital and' valuing of stock. ElDployeea to 
benefit must have lI'orked for six months. A reserve is 
to be I\CCllnlUlated up t~ a cwtain !Duimum. In the 
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event of a loss, according to the size of the reserve, either 
(a) the loss shall be carried forward as a first charge on 
future profit, or (b) the amount of the loss only shall be 
taken from reserve, or (c) this amount and a 5 per cent. 
dividend on wages and salaries. 

·When there is a profit, one-tenth shall be placed to 
employer and wages, except that the amount fal.1ing to 
ineligible workers shall be afided to the reserve, and that 
for the purposes of this distribution each worker's wages 
shall be taken as though increased by 2 per cent. for each 
full year of service after the first." 

(c) . The Ooal Mine. Agreemml. 

As the present monograph was intended originally to 
supplement the bulletin on "Conciliation and Arbitration" 
published by the Government of India (Department of 
Industries) in 1922 more detailed notice must be taken of 
the British Coal Mines Agreement. This Agreement is 
of much importance both as a basis of wage payment 
and as an instrument of industrial conciliation. 

Reference has already been made to the existence of 
the sliding scale in the British coal industry.' For many 
years attempts have been made to find a method of 
adjusting wage rates in correspondence with the proceeds 
from the sale of coal. Wages form a very large part of 
the total cost of production of coal and it may be said 
that the margin of profit in the Industry as a whole has 
always been relatively small compared with the total 
amount of wages paid. Before the war, wages and the 
price of coal were co-ordinated by means of wages agree
ments. Each coal-field had its own agreement, which, 
although varying in detail from that of its neighbour, had 
one· fundamental common principle, namely, that the 

, Bee pp. 76.~ 
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average selling price of coal in the district should be 
ascertained periodioally, and that tho seale of wages should 
be determined according to that price. If the ascertained 
average price varied so did the wages. Automatic sliding·. . . 
seales had existed in varioUs areas from time to time, but, 
immediately before the war, such a seale was in operation 
only in one district, Northumberland. In the great 
majority of districts, although there was a general agree
ment regarding the ratio between changes in price and 
wages, the scales did not work automatically because other 
considerations, e.g., variations in the cost of production, 
were taken into account. Each coal·field had a concilia
tion board (in some cases the conciliation board covered 
a wider area than a single coal·field). The chief funotion 
of the conciliation boards was fixing the district WIl"oe 
rates, although, of course, the boards alsa acted as inter
mediaries in disputes of all kinds. The rules of the boards 
varied from place to place, but usually they provided for 
the appointment of an independent chairman if the two 
sides railed to ftgree. A chairmau called in under such 
circums~noes, in some cases, merely had a casting vote ; 
in other cases, he was given the power of an arbitrator. 

These arrangements were satisfactol'1 until the Great 
War, when the Government took over control of the coal 
mines. The increased cost of living nece!l8itated increased 
wages, but the increases granted were not directly con
nected with the position of the coal industry and were 
kept separate from the normal WIl"oe rates. The normal 
wage rates used to consist of basis rates plus district per
centages. Before the war, the variations were registered 
in the district percentages; the basis rates remained un
alt«ed, eXCf'pt in Scotland where the basis rate itself used 
to be altered. In the case of pieoe workers the basis rates 
were settled from colliery to colli8f1 acoording to local 
conditions, and from seam to _m iD the IIIUIle colliBl"1 • 

• 
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These ratesWe(jl publ~s!ltlli ~s,a u:price11st" in each 
!lolliery. Time rates were fixed aho much per 4&y, whioh 
'W~ :usuaUy the !lame fot, the same class of men through
!lut :a :4isttiet.W\1e~ the Gove~nment too)!: over control 
of thq mines, t\18 above system w~ abolished in ,favour of 
fiat rates at: a .certain amount per day for adult!! and" 
smaller fixed amount for boys; the minimum per day W&!l 
fixed for piece workers and above that incre~es were 
granted verysimi!ar to the old percentages. About half 
the .total earnings of piece workers came from this per
centage increase, and the effect on· output was marked. 
After the coal industry was ,decontrolled . the ,expe
~ients .ot the wa.r period were abolished, and various 
~vances were made in the general rates. 'l'he chief 
alteration made in the, post-war period, however, was in 
the (l9a] m,ines settlement whioh oame into operation in 
July 1, 1921. Coal owners contended that the pre·war 
system of b~ing wagl's on selling prices failed to interest 
workers sufficiently in the cost of production. An effort 
was therefore made to evolve a~ arrangement by whioh 
$he wage rate wOllld be made to vary,with ~he net proceeds 
of the industry, dish'ict l,Jy ,district. In his evidence 
before the Sankey Commission. in 1919, Lord Gain ford 
outlined ,a scheme which, after prolonged discussion 
between ooal·owners, trade unions and the Government 
ultimately became the Coal Mines Agreement of 1921. 

The Coal Mines Agreementis a dooument of outstand. 
ing importance in the history of the relationll betweell 
oapital' and labour. The actual details of the scheme 
concern us less here than its general principles. For the 
purposes of the scheme, the country .is divided into 
thirteen distric~s. The operating accounts of the millet 
in each distriot are determined periodically after aQ 
analyaisof the returns made by the owners. The accounts 
are ~gregated, for eaoh month .ud the result certified bl 
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auditors" appointed by" the owners and miners; by me&D8 
of a joint test audit. The points on which the auditors 
disagree are submitted for decision either to District or 
"National BoaMs censtituted under the agreement.- TheSe 
Boards consist of an equal number of owners' and miners' 
representatives. Provision is also made in the agreement 
for the reference of points of dispute to the independent 
chairman of the Natioual Board. The accounts for each 
district are ultimately sent into the Board of Trade by 
whom they are preSented to Parlianlent and finally pu~ 
"Iished. From the proCeeds of the sale of coal and other 
prodllcts of the mineS, 88 laid down in the agreement, the 
following items are deducted :-
" " ,(1) The ClOSt of standard wa.,<>ea; These are an agreed 
figllre in each district, based upon the past records of the 
industry and technically known 88 the lBsis rate, pins a 
percentage. The figure resulting from this calculation is 
a close approximation to the rates payable in June, 
"tau.. 

(S) The costa of production other tban wages. . 
(3) Standard profits equivalent to 17 per cent. of the 

cost of standard wages: "" 
Of the balance, 83 per cent. is attributed to the miners 

and 17 per oent. tu the owners. If the net pl'Clceelb, after 
standard wages and other cost..! are deducted, are not sWli
cient to provide for the struadard profit of 17 percent., 
the deficienoy of one period may be earried on to a 1Al~ 
tJequent Period. The a"areement Itipula&es that during ita 
'euftency wages are not to fall below .tandard wageII phM 
!ij" per cent. The agreement also provides that, if the 
rate of wages in any distriot does not proTide a IAlbsistence 
wage to low-paid daily workers, special aUowan_ per 
ahilt are to be made. " 

The details of the scheme need not oon~ 1D further. 
U will be" clear that "it establishes three priDciplOl of T11al 
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importance to industry as a whole. These principles 
are:-

(1) The interests of the workers are identified with 
those of the employers by a system of remuneration which 
is an agreed share of the proceeds of the industry; 

(2) The gross and net proceeds of the industry are 
periodically examined by a test audit of the independence 
of which there can be no question. Labour is thu!l 
enabled to have a clear idea of the general position of the 
industry in which it is employed; and 

(3) A definite ratio (.83 : 17) is accepted as the equit. 
able criterion of division between labour and capital. 

The agreement contains some essential principles of 
profit-sharing. The idea of profit-sharing, however, is 
usually connected with individual enterprises. But in 
the case of the coal mines, the wages are fixed on the 
basis of profits ascertained for II whole district without 
reference to the profits or losses of individual concerns in 
the district. Profits in the district are pooled for the 
IJurposes of wage determination with a result that the 
weakest undertakings may not be able to afford the rates 
fixed for the district. In a district, it might be possible 
under the agreement for very well constituted and pros
perons undertakings to pay even higher rates than the 
agreement makes essential, but this has to be set off against 
the fact that in every district there are some mines which 
are on the margin or below the margin and which may 
have to pay rates which they cannot really afford. Mines 
below the margin, of course, must ultimately close down 
with a result that the rate of wages will tend to rise, 
~lthough the closing down may at the same time throw 
workmen out of employment. It is possible that some 
arrangement might be devised whereby the weaker mines 
should at least temporarily be helped by the stronger 
mineS, or whereby costs should be reduced by linking up 
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the management of the bigger and smaller concerns. 
Thore are also certain fundamental economic objections 
to the agreement, such as the stipulation that wages must 
not fall below a point 20 per cent. above standard wages. 
,\ stipulation like this may be an economic impossibility; 
but it is not essential to the principle of the agreement. 
What is essential to the agreement is-an idea that labour 
and capital are ~rought together on a reasoned-out ratio. 
Behind the agreement is the idea of a partnership between 
capital and labour on a clearly understood basis. Suspi
cion, or the possihility of suspicion is removed, and 
experience has proved,1 during the short time the agree
ment has existed, that even in bad times the parties have 
stood by the agreement in spite of temptations to break it, 
for in oertain district~, owing to bad trade, conditions 
have favoured neither the employer nor the worker. 
Wages have been reduced to the minimum, the standard 
profits have not been roaohed and big adverse balances 
remain to be wOi'ked off. Nevertheless, the agreement 
hns been accepted in good faith by both parties with a 
view to amicable working in the future. Not that there 
have not been acousations of bad faith against the 
employers; oomplaints have been numerous, yet, in view 
of the fact that the initial demands of the miners were for 
a national WRgeS pool, and not a district settlement, and 
tlmt lhe scheme is a c..'\Sh profit-sharing one without owner
ship or co-partnership, the scheme hM held out so fUf. 
The district principle, ill p!uticular. merits ca~eful study. 
The ever-enlarging bounds of indu!<try roduoe the porilonal 
element to almost nothing. Persons are replaeed by 
corporations, and the loyaltit's to persons and bodifs are by 
no means tho SRme. Tho wider the basis of wages, the 

. ''''' tbe thllB ttl ping to P""'" the quedicm of •• alioaa' lPiaimaalo .,.. .... 
apin ('Omo to the fororl"ODt. .nd tben i •• pmeibilily .h., the agnameat .. y be 

brou),tbt to au end. 

U 
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less is the interest of the wage-earner in the method of 
earning or of payment. In civic communities the interest 
of the citizen varies in inverse ratio to thc sizc of his 
community. l<'amily and village rank higher than country 
or national affections, save in great crises. So it is 
with industry. Enlarge your industry and the interest of 
the worker in the. product diminishes. He becomes less 
of a person and more of a machine, and, unless his interest 
is modificd by some control, he is apt to look ou all addi
tions to his wages paid as the result of 'schemes' or 
, agreements' in the name of bonus, share of profits, 
gratuity or reward, as his. just due, and no more. 

s. Profit.Sharing in Other Countries. 

Within the limits of this book, it is impossible to 
analyse the many profit-sharing aud co-partnership schemes 
in countries other than the United Kingdom. In 1914, 
the British Board of Trade published a fairly exhaustive 
Report on l'l·ofit-sharing and Lahour Co-partnership 
Abroad, to which those wishing further information may 
be refe~red. The principles of profit-sharing and co
partnership have made an appeal in practically every 
civilised country in which large-scale production exists. 
In some countries, the movement has assumed characteris
tic aspects, in others it has tended to be merged in other 
methods of industrial remuneration. This is particularly 
the case in the United States, where, in the absence of 
details, it is difficult to disentangle profit-sharing and co
partnership as understood in the strict definition adopted 
above from various schcmes of bonus payment, some of 
which are intimately connected with scientific manage
ment. Similarly in France, profit-sharing often is liable 
1.0 confusion with co-operative production societies. 
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(a) Fta/we. 

France may claim to be the pioneer of profit-sharing, 
and, with England, is the leading practical eKponent of 
profit.sharing schemes hi the modern world. French 
profit-sharing shows a course of steady development since 
1tl42-indeed profit.sharing was known in Fi'ance as 
an eal'ly as 1820, whpn a scheme was started in the 
National Fire Insurance Company in Paris. This scheme 
is still in existence. '1'he earlier and more famous French 
schemes arc those of the Maison Leclaire (now Brugniot, 
Cros et Cic.) started in 18 t2, of the Maison' Godin (now 
the Soci6t6 du Familistllre de Guise (Colin et Cie., 
Ancienne Maison Godin), started in 1876, of the Bon 
lIarcM, started in 1880, and of the Co-operative Paper 
Mills at Angoul~me (The Maison Laroche Joubert et Cie.), 
started ill 1843. The long duration of some of the leading 
French sehenles is one of their most marked features. 
A few short notes may be given on some of the schemes, 
the first of whioh is the most famous of them all, that 
started by M. Lecl"ire in 1842. 

Lecluh'e, who was born in 1801 and died in 1872, 
bE'gan life as a shepherd boy, but at an early age 
went to PI\l'is, where he was allprpnticed to a painter. 
Soon afterwards hi' weut into business by himself, 
!lnd iu 1838 started the Mutual Aill Society, which 
wa.q the beginning of his co.partnership scheme. The 
immediate CI\\lse of the Mutual Aid Society was 
sillkness alDong his employees caused hy lead· poisoning. 
Not only did Leclail'C start tbe Society to help his workers, 
but he set hilDself the task of finding a substitute for 
lead in painting. 'I'bis he found in oxide of line, a dis
covery wbich hIlS hnd a vel'y importnn\ bearing on the 
health of painters. The Mutual Aid Society '1'1'1\9 suppor
ted by monthly contributions from the workmen, and its 
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purpose was to secure medical attendance and medicines 
in 'Cases of illness. Originally the Society was founded 
for a period of fifteen years, at the expiry of which the 
surplus funds were to be divided among the members. 
From the.beginning I ... eclaire felt that its scope was not 
sufficiently wide. In particular he desired to make pro
vision for men thrown out of work from any cause, and 
in 1842 he promulgated a profit·sharing scllemc, which, in 
spite of the generous treatment Leclaire's workmen had 
received in wages, presents and hours of work, was 
received with hostility by the authorities, employers and 
working men. By pe1'sonal persuasion, he quickly 
brought his men over to his side. Rules were formula
ted, a "nucleus" of his most trusted employees was 
formed to discu8s the details of the scheme, and, at the 
end of its first yea1', the workmen received about fifty 
f1'ancs each as their shlll'e io profits. 

In 1853 the Mutual Aid Society came to the end of 
its fifteen yea1's' existence. The funds were distributed 
among the members; each of them received 546 francs. 
But Leclaire reconstituted it for another fifteen years. 
'1'he ne~ society was no longer supported from subscrip
tions but from gifts granted by the firm. Leclaire 
continued thc condition that the members would share 
in the Cunds at the end of the period. A Cew years after 
the reconstitution Leclaire proposed to the members that 
instead of dividing the funds among themselves they 
should start a retiring pension funcl PI'eCel'ring the more 
immediate division of t.he fuods the members would not 
be persuaded by Leclaire's proposal. By the statutes of 
the Society, however, Leclaire had power to swamp it with 
new members. This he threatened to do, as well as to 
withdraw' his subscription. 'fhe Society then yielded. 
The 'Mutual Aid Society, now on a satisfactory basis, WIIS 

regularly incorporated in 1863, and became a sleeping 
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partner in the firm of Leclaire and Co. The major part of 
its capital-lOO,OOO francs out of 1l6,442 francs-was 
invested in the company. 'fhis capitill received interest 
at 5 per cent. In addition, 20 pel' cent. of the profits went 
to it, and 30 per cent of the profits to the workmen AS a 
bonus. In 1865 Leclaire retired from business and went 
to live outside Paris. His object in so doing was to make 
sure that the Societ.y could continue without his help. 
Twelve years prE.'viously he had selected his suocessor as 
manager from the workmen, and to him he handcd OVE.'r 
the management. He also resigned the presidency of 
the Mutual Aid Society to:P.I. Charlcs Robert, a well known 
nnmc in the history of profit.sharing. 'fhe Mutual Aid 
Society continued to prosper, and from time to time its 
activities were widened. In 1871 a resolution was passed 
admitting to participation apprentices and auxiliary 
workmen. After Leclaire's death furthpr improvements 
were made-nll on lines suggesh'd by him or following 
from his principles. 

'l'he present orgllnisation of the lfaison Leclaire is 
roughly as rollow~. The firm is a limited liability 
company, with two active pai·tners and one sleeping 
partner, The sleeping partner is the" Mutual Provident 
and Benefit Society" of the work people and salaried staff 
of the Maison Leclaire. In 1912 the cnpitnl of the com
pany was £32,000, of which £H,OCO was held by the 
active p,ntners and £20,000 by the slpeping partner or the 
Mutunl Provident and Ul'nefit Society. Th" managing 
directora are elected by the specinl body called the 
U Ducleus." 'l'his" Ducl"us" is about )·1.0 in number. 
Ita members are' the workmen with the longest record 
of service and of the best character. The" nucleus '. 
is elected by itself, t. e., the existing members select those 
wbo are to 8ueceed them. The active partners, or the 
managing directors, are cho~n Crom the salaried staff, 



100 PROJ<'I1'·SHARING AND CO·PARTNEltSHIP 

and have to pay a cert'lin amount of capital into the 
firm. This capital is the equivalent of their accumulation 
in shares at the annual distribution of profits, and it can 
only be withdrawn at reth'ement or death on the same 
terms as the deposit which the newly appointed partner 
has to make to replace the amount withdrawn. 1'he 
funds of the Provident Society come from the accumula
tion of the shares in lhe profits which have been allotted 
to the Society. 'l'hese funds, as already pointed out, 
were at first a girt; now they were addecl to by the annual 
payments made to the Societ~· as a sleeping partner in the 
firm. 

The active partners are electt'd for an indefinite period; 
but they can retire at leisure. So long as they are in 
office, they have all the powers and responsibilities of 
partners in a normal business firm. In the case of disagree
ment, or for other reasons, either of the partners mllY be 
forced to resign if requested to do so by the other 
partner, and aiso by the President of the Provident and 
Benefit Society on the advice of two members of the 
"nucleus," whose special duty it is to control the accounts. 
When an ,Ilctive partner retires or die..~, he or his represen
tative receives his full salary for the year and a lump 
sum down, after which he or his estate has no further 
claim on the company whatsoever. 

The division of profits is reckoned as follows. After 
payment of 5 per cent. interest on capital, 15 per cent. 
is earmal·ked for the active partners,35 per cent. goes to 
the Mutual Provident anel Benelit Society, and 50 per 
cent. to the work people and sabried staff. The share 
of the work people and the salaried staff'is fixed in pro
portion to their salaries and wages. Members of the 
"nucleus" of five years' standing in the firm are admitted 
as members of the Provident Society, which provides sick 
members with medical attendance and also sick pay at a 
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certain rate. Wives and children of members and 
pensioners of the firm and their families also receive 
benefits from this Society. Life pensions are granted to 
members who reach the age of 50 years, and who have 
completed 20 years' service. Widows of members and 
orphans receive half pension~, the latter un til th ey reach 
majority. A pension is I\lso paid to wOl'kmen who are 
non-members if they have been incapacitl\ted during the 
course of their employment. Half pensions are granted 
to the widows and orphans of workmen killed at their 
work. Long-service pensions at a reduced rate were 
grauted to non-members of the Provident Society in 1892, 
and this has becn continued. 'I'he members of thc 
l'rovideut Society are also insured for a certain sum at 
death. This sum goes for thc benefit of widows and 
orphans, and bendiciaries are entitled to free burial 
at the expense of the Society. 

The members of the" nucleus" each year nominate 
at n. general meeting two dell'gates from among themselves, 
whose duty, along with the President of the Provident 
Society, it is to Bee tbat the profit-sharing is conducted 
according to the regulations of the scheme. 

Another famous French profit-sharing scheme is ~hat 
of the MI\ison Godin. 'I'his firm was founded in lS.J,O by 
1I. Godin for the manufacture of hardware and heating 
apparatus. Y. Godiu's enterprise was at first a small 
one-he employed only 20 workmen-but it gradually grew 
uutil in lSS3 he employed 1,400 at Guise and 300 in a 
branch establishment in Belgium. From the very begin
ning, M. Godin encouraged by his personal assistance a 
scheme for the organisation of mutual aid among his 
employees. The first importan~ practical manifestation of 
his efforts was the foundation of a sort of model village at 
Guise, known as the }'Ilmilisthe. 'I'bis Familistere not 
ollly accommodates the workmen of thc firm, but bas an 
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elaborate establishment of co-operative stort's, nurserie~, 

and schools, wilh a library and theatre. In 1877 M. Godin 
started a definite scheme of participation of profits. Up 
to then he had not been able to initiate his scheme owing 
to difficulties with the }'rench law, and, at the very out
set of his scheme, he was almost frustrated by the 
suspicion of his workmen. So great was their suspieion 
that on the day on which tbe distribution of profits was 
made, the majority of the workml'n actually refused to 
accept their share which, in many cases, was as much as 
200 or 300 francs, on the suspicion that the proprietor 
had invented some device by which to deceive them. 
Gradually overcoming this suspicion, M. Godin was 
able to place his scheme on a lasting basis. From 
1877 to 1879 the bonus was paid out in cash, the actual 
sum distributed during that period being over 172,000 
francs. In 1880 the business was converted into a limited 
liability company, and since then, owing to M. Godin's 
ideas, it has practically become a co-operative society. 
~I. Godin's original idea was to transfer the ownership 
of the business to the workmen, and his profit-sharing 
scheme was planned with this end in view. When 
M. Godi'n died in 1888, he left n sum of £12~,000 to the 
Company, by which it was able to come into full possession 
of the Familistere and also of the factories at Guise and 
at Schaerbek in Belgium. 

When the firm was converted into a limited liahility 
company, the capital was £18i,000, which sum belonged 
entirely to M. Godin himself. This sum was gradually 
converted into the collective property of the company in the 
following manner. At the end of each year's working, 
the total net profits were paid over to the founder in cash, 
but the nominal amount of the capital belonging to him 
was reduced by this amount. 'I'he amount repaid was con
verted into "savings shares II which bore interest, and 
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these shares were distributed' according to definite articles 
of association among the members of the Society. Thus, 
after the declaration of the first year's profits, the original 
capital really consisted of £18',000 minm the sum declar
ed as profits, this 8um having been divided amongst the 
members of the Society. This process was continued 
until the founder's capital ultimately was converted into 
these .. savings shares." The articles of association 
provide that, after the founder's capital has been 80 con
verted, the" savings shares" themselves are to be paid 
off and redistributed in the same way in order of date. 
M. Godin gradually disposed of his capital in this way up 
to the time of his death, and the process was continued 
by Madame Godin until it WI\S completed. After the 
completion of the process, the oldest workmen had to 
release their shares to the younger on a similar principle, 
so that the actual ownership of the establishment from 
generation to generation is kept in the hands of the 
actual workers. 

The orgo\nisation of tho workmen as participators in 
the Socicty is distinctive. It is based on a rising and 
falling scale of importance. At the top of the partioipators 
are the .. associates." These consist mainly of the senior 
employees and may be compared with the .. nucleus" 
of the Leclaire scheme. Next come the .. 8OOictaires" 
or .. members." These must have worked in the firm 
for three years. Both the .. associates" and .. socitStaires " 
reside in the Social Palace or Familistere. Below them 
come the" sharers" or .. partioipants," who must be 21 
years of age. and also must have been one year in the 
service of the Sooiety. At the end of the scale come 
the" auxiliaries." 'rhe" auxiliaries" have no share in 
the business, nor do they participate in the profits, 
but they receive the full benefits of the education and 
aid funds. The top class, or .. associates," must PJssess 

U 
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, 'individually at least 500' francs worth of stock, and 
'tHey also must be actual workers. They have the 
!priviIege 'ofelecting Mw members to their own class, 
"lilie I the Leclaire " nucleus." The "associates" were 
'orighially the most trusted workers of M. Godin 
'himself,' and, indeed, originally the only wotkerswho 
were 'a'dmittedto profit.~haring, and, since 'his death, 
'they'h8.Ve preserved their dignities and rights. They 
'now 'also elect the 'manager of the company. 'The 
'manager 'is assisted by a mauaging committee 'and the 
'indu$trial committee of' the Familistere. The manager 
"alone repres~nts' the firm in all its dealings legally and 
'othehvisewiththe public. He has the pO'wer to appoint 
"'and 'dIsmiss employees, but"he must consult the:general 
fueetingarid certain committees for certain purposes, arid 

. in 'soine 'matters 'decisions 'can be given o~ly by the 
rrmanaging coinmittee itself. . The manager is paid 'a 
'Axed salary plus • 4. per cent. of the profits paid in 
"savings 'sh3res," pluB his benefits as a member of the 

"'Society. 
The 'basis of profit'distribution is as follows. "Asso. 

'dates ,; 'receive two parts (i.e., twice their 'wages or 
"salaries), .t socictaires" one-and·a.half parts 'and' sharers 
One "part. Fbr the purposes of distribution .. soci6taires" 
'anti participants or sharers who live in the Familistere 
'and 'liave ~20years' 'service behind them,rarik as 
·· .. assoclates." Partioipants 'or' sharers with 20 yeai's' 
'llernce, 'but not living in the 'Familistere, : rank 'as 
'., soci6taires." 

·A.fter the gross profits' of'each year' have been deeided, 
'5 ~per hent.' is' set aside for'depreciation of fixed plant, 10 
rper cent. for depreciation of fools and other movable 
property, and 15' per cent. for depreciation of models. 
!Provision is then made for the payment of interest, for 
"expenses on education and for mutual insurance, after 
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w.hieh the remainder. i$. distributee! in the followjng 
mllnner :-

(a) 25 per cent. goes. to a r.eserve. fQnd; at. least 
this. 25 per cent. went to the.reser,v:efund. until 
the fund reached its maximum of 10. pe,r. cen~. 
of the capital. The 21) per. cent. issilll shown 
separately. in the account, but it. is. distributed 
to capital and labour. 

(6) 50 per cent. goes to capital and laboudn p~ 
portion to their respective amounts. The usual 
interest on the oapital on the firm and the 
total amount paid during the year. in wages and 
IlI\laries are added together, and the proportion 
whioh each sum bears to the whole se~tles 

the shares to be given to capiftal and labour. 
'l'h.e amounts are the~ distribute(} to ",aliso
ciates," .. members," etc., on the. basis described 
above. 

(/!) 2G per oent. of the SUm is divided. aOC/lrding to 
ability I\,nd responsibility. Four per cent. goes 
to the manager, 16 per oent. to the managing 
committee (or less. if· that committee consists 
of less than 16 members, the remainder being 
dj"qposed of by the commit~e itself). S. pet 
oent. to the ~ommittee of foremen, 2. per cenl 
to be distributed amongst speciallX me~Uori

OUII employees alS decided by the managing 
committe.e. and 1 per cent. to support pupilll 
transferred from tile F"milist~re schools to 
the state IIcbools. 

The capital receives a hed {'eturn annuall1 of Ii per 
oent. in addition to what it receives under the prolit
aha ring scheme. 

'fhe company conducts a large Iluml>er oC ,n!1faf\t 
Ich~es, provident funds, et4:. It PfOvid~ all ~e money. 
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for these schemes by granting a subvention equal 
to 4.t per cent. on the wages and salaries, pluB the 
profit-sharing dividend belonging nominally to the 
"auxiliaries," who receive no direct participation in 
profits, but are admitted to the benefits of the 
funds and welfare schemes. The pension fund is 
notable. Pensions are fixed according to the rank and 
seniority of the workmen, and are granted for old age, 
accidents or other disabilities which compel the individual 
to give up work. 

It will be seen that the above scheme makes the 
Maison Godin practically a co-operative production society, 
and it is not surprising to find that the workpeople in the 
cmploy of the society continue to serve thcm' year after 
year. Taking on the average of the 20 )ears preceding 
19140, the number of employees, male and female, who had 
heen with the firm over 10 years was 1,4.22 out of 2,300. 
The number who had served over 20 years was no less 
than 6,75, or close on 30 per cent. of the total staff. The 
}'amilistllre was largely destroyed during the war, but the 
business is now being reconstructed. 

Sp~e does not permit of further analysis of other 
well-known French schemes, such as that of the Bon 
MarcM, started by M. Boucicaut in 1876, and that of the 
Maison Laroche-Joubert and Co., at AngoueIeme. 'lhe 
latter, in particular, deserves notice, as it dates from 
184.3. It is possible, however, only to make a few 
general remarks on the French systems. The most 
recent statistics show that profit-sharing schemes exist in 
114. French establishments, but there is a distinct differ
ence in the class of business in which profit.sharing has 
been adopted as compared with the United Kingdom. 
The most typical profit.sharing lIchemes in the United 
Kingdom are found in gas companiEls. In France only 
two gas· lighting bW'iness have profit.sharing schemes. 
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On the other hand, no less than 16 insurance companies, 
4 banks and 3 savings banks in France have such 
schemes as against only 1 or 2 similar schemes in the 
United Kin/Zdom. Other branches of industry are re
presented sporadically in each country. 

This, however, is not the only difference between the 
French and the English systems. In a large number of 
schemes in the United Kingdom, the bonus is paid in cash. 
In another large number, some of which pay part of the 
bonus in cash, special facilities are given to the workmen 
for the easy purchase of shares in the business. In France, 
however, the cash payment system and the share-holding 
system have not been popular, largely owing to the fact 
that some leading members of the French Profit-sharing 
Society have opposed this in favour of other types. 
'I'he most usual French scheme is a capitalisation of the 
sum distributed 8S bonus. The most common method 
of capitalisation is to accumulate the bonuses into what 
is known as a .. patrimony" (patrimoine). This patri
mony is converted into a pension fund for the benefit of 
employees after retirement, or for their dependents in the 
case of death. This is particularly common in insurance 
oompanies, chiefly owing to the example set by M. 
Alfred De Courey, who used to be Managing Director 
of the General Assurance Company, and at the same 
time one of the leading French supporters of profit
sharing. The General Assurance Company itself was 
founded in 1818, and its scheme of profit-sharing was 
started in 1850, when M. De Courey proposed his scheme 
of II deferred participation," the purpose of which was to 
create a provident fund which would have the effect of 
keeping in the service of the company the employees 
whom it wished to keep. At the outset he endowed the 
fund with a liberal sum, and at the same time distributed 
G per cent. of the dividends p"yable to shareholders, clerks, 
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messengers and ball pOl'ters of the central office of th" 
Qompany, Thill share in the profits was allotted to th" 
provident fund in sums proportionate to the wages an4 
salaries ot the participants. Every year similar sums, ar,e 
placed at the credit of each individ ual's deposit. The 
money cannot be claimed: until the individual participator 
has served 25 years with the fil'm, or reached the age of 
6.5 .. After reaching the specified term, the employee of, thll 
compa.ny oan demand that the sum due to him be devoted 
to buy him either a life annuity in the General Assurance 
Company itself, or French Government or Railway 
securities, the scrip of which remains in the hands of the 
1i.rm until the employee's death, after which it is l).anded 
over, to his representatives. The funds of the proyiden~ 
fund. are kept separate from the company's own funds. s~ 

that the risk of the employees is reduced to a minimum. 
This short account of the pattern profit-sharing scheme 

of tbe French Assurance Companies shows the gener~ 
trend, of the others. In several cases. the funds of the 
patrimony or provident fund. are augmented from time to 
time by special grants from the firms. 

In the Report of Profit-sbaring and Co-partnership 
A.broad pUblished by the Board of Trade in 1914, spaci!&\ 
attention is drawn to the legislative proposals which have 
been made in France for the encouragement of pr~fit

shar~ng and co-partnership. It is notable that the Frenc~ 
frofit-sharingSociety has consistently opposed alliegisla~ive 
\nterference with the profit-sharing movement. None ~h~ 
less. it is intHesting to note tha\. from 1879 onwards, there 
have been repeated attempts to make profit-sh~ring 

compulsory in certain industries or types of industrie,. 
The first proposal was introduced, by M. Laroche-Joubert, 
whose practical advocacy of profit-sharing is well know~ 
(tom his connection with the Co-operative Papa' ~a,ctory 
at Angoueleme. In 1888 the Government introducl'd .~ 
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. measure to promote pront-sharing, but, because of compli
cations with co-operative societies, it was not ultimately 
passed. In 1891 several bills 'Were introdriced~ne by 
M. Godin-the main objects of which were to encourage 
investment by the workp80ple in the shares of the employ
ing company, and to encourage ordinary profit-sharing. 
1I. Godin proposed to achieve the nrst object by allowing 
any commercial company to earmark part of its capital 
for division into special shares, the value of each share to 
be not less than £1. The shares, he proposed, .hould be 
'subscribed for in instalments, and the holder was to ohtain 
certain special privileges. Ordinary pront-sharing he 
'proposed to encourage by permitting employers, if they 
'wished, to confer certain legal rights on their employees. 
'For this purpose he proposed to legalise the formation of 
'employees into distinct companies with certain rights and 
'a corporate personality capable of entering into agreement 
'with the employers in matters affecting the pront-sharing 
'Icheme. From year to year, other bills have been 
introduced into tho French legislature, and though they 

'have not been passed, they have at least shown the world 
'at large the very active interest which not only individual 
industrialists but also the Government of France take in 

'profit-sharing and oo-partnership. The 'International 
'Profit.sharing Congress of 1889 has placed on record a 
. resolution to the following effect:-

.. This Congress is of opinion that profit-sharing 
cannot be imposed by the State; that it mnst 
proceed solely from the employer'. initiativ-e or 
from a petition of the 1I'0rkpeople freely 
accepted by the employer, as tile ease may be, 
OD the same footing as any other agreemf'nt or 
eGntract relative to the terms of employment." 

This principle has been consistenUy adhered to by the 
}'rench Profit-sharing Society, and it has been generally 
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agreed throughout the world that, apart from co-operative 
societies, the profit-sharing and co-partnership movement 
is best left to the initiative of employers and workpeople 
alike. It may be added that in 1912 an attempt was made 
to pass a Co-partnership Act in Great Britain, and, in the 
same year, in the state of Massachusetts. 

(b) Germany. 

Profit-sharing has not made any appreciable headway 
in Germany. From the various estimates of the progress 
of the. movement in Germany from time to time, it appears 
that only 9 of the 5:1. German schemes described by Prof. 
Boehmert in 1878 still existed in 1902. About 33 new 
schemes had been started, giving a total in 1902 of 42. 
In the most recent estimate made by M. Trombert, the 
number of German schemes before the war seems to have 
been about 46. The schemes are divided among all types 
of industries, no one type being particularly predominant. 
Of the schemes described by Prof. Doehmert in 1878, 3 
were classified as profit-sharing, with a share in the under
taking, i.e., co-partnership, and 27 as profit'sharing, without 
a share,in the undertaking. In the remaining cases, the 
profits were distributed in the form of bonuses, premiums, 
contributions to insurance funds, benevolent funds, etc. 
It will be noted that only a very small proportion of the 
total number mentioned by Prof. Boehmert comes 
under profit-sharing and co· partnership as understood 
in the. strict sense accepted by the British Ministry of 
¥Lbour and the French Society of Profit.sharing. 

Various causes are given for the slow progress of the 
movement in Germany. The German socialist movement 
has been hostile to profit.sharing schemes, and trade 
unions have been indifferent. As in other countries, 
but to a more marked degree, the working classes as a 
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whole seem to have looked upon the profit-sharing 
movement as a device invented by employers to weaken 
the class consciousness of workmen and to bind them 
still more closely to the present industrial machine. 
Germany also has for many years been noted as leading 
the way in measures of social insurance against sickness, 
invalidity, accidents and old age. The state provision, 
made as a result of the generalla WII, has not only weakened 
the incentive of employers to introduce profit-sharing 
schemes, but also has tended to make the workman indepen
dent of the employer in these matters. It also appears 
that in Germany, as in other countries, the idea of profit
sharing as providing a stimulus to the workman to have 
greater interest in his work has depended largely upon the 
size of the bonus granted. In large firms, especially if 
the bonuses were small, the incentive to additional indus
try and interest was small, and if the bonuses were 
large, the additional interest which some schemes may 
have extracted at their initiation did not last. The 
large bonuses came to be regarded in the course of time 88 
a matter of right, with the consequence that the lessening 
of the bonus as a result of bad years was likely to lead to 
industrial trouble. Another reason for the relative weak
ness of profit-sharing in Germany was the failure of an 
individual example started in 1867 by a Berlin brass 
manufacturer called Borchert. 

Several concerns in Germany have adopted modified 
forms ofproJit-Bharing. A Leipsig fur company (the 
Rauchwareil Zurichterei und Farberei Limited), when 
increasing its capital, reserved a part of the ·new &bares 
for its work people. The shares were given withon' 
payment and also without TOting power. Another firm, 
the Rbenische Mobelstoifwllberei, resened a proportion 
of its capital increase in 1920 for its omployees, bui the 
employees bad to pay the same rate for the shares as 

23 
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ordinary shareholders. Employees who wished to buy 
shares 'were given an advance at {; per cent. interest and 
those who did not purchase shares received a thous~nd 
marks compensation for their share of the profits. In 
the scheme of Herr Borehardt, the ordinary stock was 
allowed 6 per cent. interest and the surplus was divided 
between capital and labour. Since the conclusion of the 
war, a number of large houses have introduced profit
sharing. One house gives the workmen a share of the 
sale proceeds of manufactured goods reckoned by weight
a procedure which in 1920 increased the workmen's 
earnings by about a thirteenth. Oue or two co-partner
ship schemes have been introduced, but on the whole 
the prospects are not promising. Practically none of the 
schemes introduced has had a long life and' in several 
cases the schemes have been given up at the special 
request of the workmcn. 

(c) Holland 

In Holland the profit-sharing schemes in existence 
are few in number. A number of Dutch firms distribute 
part of their profits at unfixed intervals in the form of 
gratuities; but these gratuities bear no fixed relation to 
the total profits. They are not fixed beforehand, and 
they depend entirely upon the wishes of the individual 
employers or firms. Such gratuities do not come within 
the purview of profit-sharing properly so-called. In those 
firms in which there is a definite profit-sh!lring scheme 
.regulated by definite rules or by the articles of associa
tion of the firm, there are the usual safeguards concern
ing the manner in which the bonus is to be paid or 
invested. Practically no two of the Dutch schemes are 
alike in this respect, except those which bear the stamp 
of the work of Mr. Van ~Iarken. Mr. Van Marken 
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founded several Dutch enterprises, including the Dutch 
Alcohol and Yea~t Factory at Delft, the Delft Glue and 
Gelatine :Factory and the Franco·Dutch Oil Mills, also at 
Delft. His original scheme was put into force in the 
Alcohol and Yeast Factory in 1879, but his most typiC8,1 
elIort is that of the Van Marken Printing Works IIot Delft, 
founded by bim in 1892. This Printing Works, known 
I\S Van Marken's Drukkerij, employs only a small 
numher of workpeople, but its system has been followed 
by otber printing firms, and it also contains certain 
distinotive features worth notice. It may also be added 
that Mr. Van Marken founded many institutions of a 
benevolent character for his workmen supported al. 
together from the profit.sharing schemes. Other concerns 
wbich bave tried profit-sharing are the Dulch Eugine 
and Railway Materials Works "t Amsterdam, and tbe 
brancbes of Messrs. Stork Bros. and Company's Machine 
Works. 

'fhe following declaration of the founders of tbe 
Printing ". arks "t Delft sbows tbeir intentions regarding 
its organisation ;-

.. • • • labour I\S 1\ co·partner, and tberefore 
entitled to &bare in tbe delihemtions and decisions alIect
ing the interests of tbe Company, according to tbe pro· 
visions fixed in this deed; in this undertaking tbe 
in8.uence of capitll.l on the success of the undertaking is 
an inlluellco limited by its monetary amount, wberel\S 
the in8.uellce of Ihe intellectual and physical labour 
owing to tbe aptitude and exertion of man is not limited; 
and, oonsequently, tbe sharehohlers bave an equitable 
claim only 10 1\ limited portion of Ibe profits of the 
cmnpany-amp]er acconling I\S tho profits are more un· 
carlnin and the ohances of loss greater-in conll'llSt with 
tbe claims of labour, "hicb in strict justice, are not 
limited; and it is desirable Ihl\t in this enterprise ll\bour 
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should be made part-owner and ultimately sole owner of 
the instruments of labour, and, therefore, of the shares 
in the capital of the company; which aim the promoters 
propose to attain by saving the profits allotted to labour, 
and by redeeming the capital subscribed by the share
holders." 

The distribution of the profits is made on the follow
ing system. Profits are not considered to have been 
earned until the following percentages of the original 
cost of construction have been written off each year :-

(a) 5 per cent. for the buildings in each of the first 
10 years; 

(6) 10 per cent. for the machines in each of the 
first 4 years, and 5 per cent. in each of the 
next 6 years; 

(c) 12t per cent. for the type and implements in 
each of the first 4 years, and 71' per cent. in 
each of the next 4 years; 

(d) 2l per cent. for all the property until it has 
been reduced to a value at which probably 
it will always be possible to sell it. 

After the profits have been declared, 6 per cent. on 
the paid-Up capital is first allotted to the shareholders as 
interest and" clmpensation for risks incurred." If the 
profits are not sufficient for the payment of this 6 per 
cent. for anyone year or for several successive years, no 
payments may be made in succeeding years to other 
participants in the profits until the cumulative 6 per cent. 
has been paid. After the payment of this 6 per cent., 
25 per cent. of the remainder goes to the board of 
directors, 50 per cent. to the labour partners and the 
regular workmen, 3 per cent. to the managers for 
superintendence, 12 per cent. to the promoters for their 
services in founding the business, and, finally, 10 per 
cent. to the association called .. Through Labour to 
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Labour" for advancing the material and moral interests 
of the staff of the firm. 

The employees may receive a part of their share in 
the profits in cash according to the following provisions :-

Of the share in the profits allotted to the board of 
directors, to the l"bOllr'partners, and to the managers, 
the following maximum proportions may be paid in cash 
to the persons severally entitled to it :-

(n) If the person entitled to a ahare in the profits is married 
and haa 

4. or more children under 15 yeal'fl of age 
S children under 15 years of age 
2 " " " " " It 

1 child " n u.." 
No children ... 

Per cent. 

(6) If the person entitled to a ahlU'e in the profit is 
unmarried-

If he ia of age 
If he is under age 

Per cent. 

... 25 

... 20 

These lire the maximum percentages to which the 
individuals are entitled, but, if they care, they may take 
in cash a smaller percentage. After this percentage is 
paid, the share remaining is deposited in a profit-saving 
bank in the name of each employee. When the amount 
at the credit of each employee reaches a certain sum 
(the sum used to be about 100 florins), the sum is with
drawn from the bank, and the individual is given a share 
in the company equivalent in value to the 8um withdrawn. 
The share either is taken from the unissued share-capital 
of the company, or is purchased from shareholders who 
have already bought shares. 

This scheme originally was calculated to operate 80 

that, after a number of years, the whole property would 
pass entirely into the hands of the labour-partners. 
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1'he profit-sharing scheme of the "Velu we " Varnish, 
Paint and Agricultural Products Manufacturing Company 
at Nunspeet is also worthy of note. In this company 
the capital is always kept at the same figure, but the 
stock of the original shareholders is gradually transferred 
to the employees of the company, and, as they retire, it 
is transferred from them to their successors. The system 
of this company is more complicated, but it is a notable 
example of Dutch profit-sharing. With the works is also 
connected a garden city with the usual features of such 
a settlement. 

1'he profit-sharing scheme of the Delft Alcohol and 
Yeast Factory dates from 1875, when Mr. Van Marken 
founded a factory council after the model of Leclaire. 
The share of the profits going to employees for the period 
1879 to 1920 was 10 per cent. After 1920 it was 
decided to allocate 15 per cent. of the super-profit, which 
was reckoned after 5 per cent. had been paid on the 
ordinary shares, to the workmen. In 1910 a co-partner
ship scheme was introduced. At the beginning of the 
scheme the workmen were given a collective holding 
of 200 shares of 1,000 guilders each, a share which 
was gradually increased. The workmen now hold nearly 
10 per ceut. of the capital of the company. A special 
fund has also heen recently created by which shares a.re 
bought back from the employees who leave the factory. 
Originally 2l per cent. of the super-profit was set aside 
for this purpose: now it is 5 per cent. The shares bought 
back are given to new employees. About one quarter of 
the shares assigned to the employees are bought back in this 
way every year. The mo~t recent figures show that 17 
per cent. of the year's wa.ges went to the workmen as their 
share of profits. This, with the other allocations which 
go to depreciation or for other funds, now makes the 
workman's share of the total profits 30 per cent. 
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In the Machine Works of Stork Bros & Co., there is 
a peouliar type of scheme. The workmen are paid piece 
wages, but they were originally also guaranteed a fixed 
time wage. After the pieoe rates were fixed a oalcula· 
tion was made every three months of the wages that each 
man would have earned at piece rates, and the difference 
was paid oVllr to him. If the difference was oonsiderable 
the wage rates were inoreased. Ultimately the men were 
pa.id a certain percentage of the super·profit. Owing to 
strikes arising from the diminution of rlltes following the 
introduction of improved machinery, the original system 
was changed: on the basis of past experience a minimum 
total piece rate was fixed for a number of years. A 
surplus of total piece wages was also fixed over and 
above this sum acoording to the share of workmen in the 
super.profit. If the share in the super.profit wa.'! above 
a oertain lIum, the minimum was raised to four times the 
surplus. }'rom the total the workmen received the 
remaindllr of their piece wages, and the remaining !tum 
was distributed to all the workmen proportionately to 
their wages. The system was simplified later. It was 
decided that if the dividend of the shareholders was 5 per 
llent. the surplus.piece.wages (above the hour rates) 
would be 17 per cent. of the hour wages, and that for 
every increl'se of 1 per cent. in the dividend the surplus. 
picce.wages would be increased by 2 per cent. A wage 
committee was also started in the works. 

So far neither profit·sharing nor co.partnership has 
appealed to the Dutch workman: like many other work· 
men, the Dutchman prefers actual money to "hares ill 
the business. 
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(d) Other European Cmmtrie8. 

Profit-sharing has made little imprl'ssion in other 
European countries. In Belgium there are few instances. 
This is accounted for partly by the lack of interest 
shown by employers in profit·sharing and co-partnership 
and partly by the fact that the Belgian trade unions 
have hitherto interested themselves mainly in political 
movements. Most Belgian workmen belong to the 
socialist party and their leaders have consistently 
refused to countenance schemes which involve joint 
action between capitalists and workmen. Quite recently, 
mainly as the result of the industrial troubles following 
the Great War, Ii number of political leaders in Belgium 
have turned to profit-sharing and co-partnership as a 
method of securing industrial peace; indeed the Govern
ment has actually been pressed to undertake special 
legislation for its introduction. 

The earliest Belgian profit-sharing scheme was that 
of the Delhaize Brothers Company, a foodstuffs firm 
which has a large number of branches througbout 
Belgium. The principle of the Delhaize scheme is that 
at the end of each year a bonus is distributed to the work
men on the basis of their merit and length of employment. 
At present the bonus is about 10 per cent. of the pre
war earnings of the men, but it is so fixed that in ca.oes 
it actually exceeds the fixed wages of the employee. 
Clerks and heads of departments, branch managers and 
others also come into the scheme on various conditions
This scheme has been in existence for about 40 years. 
Another scheme, started in 1891 in the firm of Louis de 
Nayer, provides that every employee who has served 25 
years is entitled to an annual pension of 300 franc:s. 
This pension is paid out of a sum which had previously 
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been used for the capitalisation of individual shares, but 
whioh was transmuted later into an old age pension 
fund. After the pension has been paid, the remainder 
of the amount allocated from the profits to the workmen, 
which used to be 25 per cent. but whioh is now not fixed, 
is paid to the other workmen on the basis of the earnings 
of the previous year, provided the sum does not exceed 
6 per cent. of these earnings. 

Other Belgian examples are in the Familistere of 
Guise at Schaerbeek, the Boel Works and Foundries at 
La Louviere, now rebuilt after being destroyed by the 
Germans in 1918, and in various banks, the employees 
of whioh receive a bonus, not fixed beforehand, at the 
end of each year. 

Another example, recently described in the Jranche8ter 
Guardiall, is La Societe Anonyme des Crystalleries 
du Val St. Lambert at Liege. In this case the profits 
are usually distributed only to the pieoe workers. The 
piece workers form 80 per cent. of the tQtal staff. The 
profits are divided in slloh a way that the workman knows 
each week what share he should receive. Each work
man has to keep a book in which is entered the work done, 
the current rate and his rate of pay and the profit is calou
lated on the money actually earned. Workers engaged 
in specially hard or dangerous work are given special 
rates. 

In Italy, profit-sharing has made little ht'adway. 
Very few schemes are in existenoe. One of these -that 
of Messrs. F. Vignati & Co. Ltd., Legnano, cotton 
manufacturers, deserves some notioe. The scheme, which 
was started in 1910, distingui~bes between industrial and 
commeroial profits. Industrial profits arise out of the 
production in the factory, and commercial profits from the 
buying of the raw material and the selling of the product. 
The employees are permitted to share only the industrial 

U 
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profit. They are thus freed from the risks arising from 
variations in market prices. A special ledger is kept by 
the management to show the total value of the raw
material and the total value of goods manufactured, and 
this ledger is open to inspection by the operatives. All 
expenses are taken into account in the calculation and 
at the end of each year the profit is divided eq uaBy 
between the firm and the work people. The share of the 
latter is decided on the basis of the wages earned during 
the year. The scheme is too young yet to admit of judg. 
ment, but appears to have worked satisfactorily so far. 

In Switzerland the number of profit-sharing schemes 
is also small, and most of them are in small businesses. 
It is interesting to note that so far back as 1869 
the Swiss Post Office tried to introduce a profit-sharing 
scheme for the higher administrative staff. By this 
scheme 20 per \lent. of the net po~tal receipts were to be 
divided among the higher officers in proportion to their 
fixed salaries, but in no case was the proportion paid to 
exceed 25 per cent. of the salaries. For two years the 
postal officials received substantial additions to their 
salaries as a result of the scheme, but the scheme did not 
keep up its good record. It was abolished in 1873, and 
the employees were given increased permanent pay 8S 

compensation. 'I he employees were satisfied enough so 
long as the scheme provided satisfactory additional pay_ 
ments, but, from the point of view of the management, 
the scheme involved an excessive amount of accounting, 
and it also created dissatisfaction amongst those branches 
of the public service which did not receive similar consi
deration. 

Several other schemes were introduced in Slvitzedand 
relatively early in the history of profit-sharing, but most 
of these have ceased to exist. One, however, deserves 
more tban pas.qing notice, namely, that of the 'Watch 
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Factory of Messrs. Balland & Co., at Geneva. This 
scheme was started in 1847, and is thus almost as old as 
the better known schemes of M. Leclaire and M. Godin. 
According to the latest available report of the scheme, 
15 per cent. of the annual- profits is distributed to the 
employees. Of this 15 per cent. 13 per cent. is paid in 
cash, and the remR.ining 2 per cent. is paid during 
the courRe of the year. '1 he distribution of the 13 per 
cent. is decided as follows :-

(a) 54 per cent. of the total, according to length 
of service. 1 unit goes to those with a 
service of 2 to 7 years, 2 units to those 
having from 7 to 15 yea.rs, 2; units to 
those over 15 years, and 2t units to those of 
20 years' service and over. Employees with 
less than 2 years' service are not allowed to 
partioipate. 

(b) 46 per cent. of the total is divided aooording to 
the judgment of the firm as rewards for 
eoonomy in material, orderliness, eto. 

A distinctive feature of this firm's scheme is thR.t the 
employees are reminded at frequent intervals that they 
share in the profits of the firm as a result of a purely 
voluntary act on the part of the firm itself, and that they 
have no NglIt to share in profits. 

Sporadio instances of profit-shR.ring have been reported 
from the old Ausb-ia.Hungary, Spain, Portugal and 
Denmark, but the movement has made no headway in these 
countries. 

(t') TM Uflited Statt •. 

Profit-sbl\l'illg and labour co-partnership have not made 
lUuch progress in the U Ilited Statt,s. Yost of the IIchemes 
in the United States are relatively new; but it is to be 
remembered that a large number of the schemes .-hich 
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are sometimes classed as profit.sharing are not actually 
profit.sharing in the strict sense of the term at all. It is 
a common practice of many firms in the United States to 
grant periodical bonuses, or to give special facilities 
to the employees for the purchase of stock in the concern, 
but these bonuses and facilities are not granted on a 
special pre·arra.nged system. 'fhey are granted adventi· 
tiously according to the circumstances of the company, 
and according to the wishes of the directorates. In the 
United States, too, various forms of the bonus system are 
in vogue. By these bonuses the employees are enabled to 
share in profits to a certain extent. This, however, is 
more properly gain.sharing, not profit.sharing. 

For a detailed account of profit.sharing in the United 
States the reader must be referred to Gilman's "Profit
Sharing between Employer and Employee" (1896), to 
Bulletin No. 208 1 of the United States Bureau of Labour 
Statistics, published in 1917, and to "Profit.Sharing by 

. American Employers" (1920), published by the National 
Civic Federation, New York. The latter publication is 
the most recent comprehensive survey of profit-sharing 
in the United States, and it contains an analysis not 
only of'individual schemes in America and other countries 
but a summary of the results achieved over a period of 
years. Bulletin 208 of the United States Labour Bureau 
shows that in 1916 there were some sixty genuine profit. 
sharing schemes in the United States. The number of 
employees involved was less than thirty thousand, an 
insignificant fraction of the total wage.earning population 
of the country. Most of the schemes were of recent 
origin: only seven had been established before 1900. 

I TbiJ Bulletin contains a foil liat of references to proflt.aharing literatore, 
whioh ia supplemented by a liat published in the U. 8. Jf01tlhlW Labour &:a;wU' lor 

April, 1923. Representative American opinioWl OD profit-sbaring a.re gino in 
Professor Oommona'. TraM Unicmkm. diad Labor Profit-".. (Second Bariell r Ginn 
IUld Co, N. Y.,2I), and Bloomfield'. ProM .... of Labour (N ... Tork,IYal). 
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Twenty-nine had come into existence since 1911. Two
thirds were in operation for less than ten years and about 
a. third of these were established between 1914 and 1916. 
'I.'he concerns in which profit-sha.ring had been introduced 
were centred mainly in Massachusetts, New York and 
Ohio. A very large proportion of the schemes was in 
force in relatively small establishments, employing round 
about three hundred employees, or less. By 1920 a 
number of the schemes existing in 1916 had been 
abandoned or provisionally discontinued. It may be 
added that a survey made in 1896 showed that snme fifty 
schemes had been started at one time or another, but that 
thirty-thTee of these hfid been aoondoned and five kept in 
abeyance. The Amllric.m record thus seems rather an 
uneven one; but the survey of the National Civic Federa
tion shows that stock purchase plans are on the increase. 

'fbe condition'.! which have been attached to profit
sharing in the United State~ are in many respects similar 
to those prevailing in the United Kingdom. The 
Amerio&u schemes as a rule give emphasis to continuous 
service, although the l'lwer limit of service is often as 
slIlall as three months. Nearly all the plans exclude 
doating labour froln particip:ition. In several cases, 
employees are required to sign a declaration promising 
faithful work and loyalty to the company. One case is 
quoted in whioh they agree to share in losses as well as 
profits, but the limit of loss is laid down at ten per cent. 
In this plan ten per oent. ·of the earnings of the 6mployees 
ptU'ticipating in the scheme is kept by the company 
till the distribution period, when, if the company has not 
been working at a loss, the amounts are returned together 
with the share of profits earned by each employee. The 
basis of p&yi n g the share of profits in almost all the 
United Stat6S instances is the amount of earnings of the 
participants. In most of the sch6mes discharge or leaving 
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employment means forfeiture of the share of profits 
earned for the year in which the discharge takes place. 
In some of the schemes in which the share of profits 
is paid in stock or in the form of savings accounts, 
persons who leave em ployment are more severely penalised 
than those who are discharged. 1:hey have to pay back 
a certain amount of their share of the profits for the 
previous year as well as forfeit the propC'rtion earned 
during the year in which they leave. In some cases 
forfeited shares of profits rever t to the employer; in 
other cases they are divided up amongst the other 
participants. Most of the schemes provide that employees 
who are temporarily out of work because of slackness 
in trade may resume participation when they are fully 
re-employed, their shares being calculated on the amount 
of wages earned during the year. In a similar way 
provision is usually made that persons off work because 
of slackness may participate proportionately to wages 
earned. In thirty-two of the schemes the share of the 
profits was reported to be paid fully in cash; in five 
it was paid as part stock or savings account and part 
cash. The following table shows the percentage of 
regular earnings received as the share of profits in thirty
four selected profit-sharing establishments :-

Classified Percontage of Earnings 
received 88 Share of Profits. 

Uoder 2 
2 aod uoder 4. 
4. aod under 6 
6 and uoder 8 
8 aod ood.er 10 

10 aod uoder 15 
15 aod uoder 20 
20 aod uoder 30 
30 aod uoder 40 
4·0 and under 50 
50 and over 

Total 

Numbor of 
Establishments. 

] 

6 
4. 
7 
5 
5 
1 
1 
2 
1 
1 

••• ll4 
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Thus in about one-third of the plaus the profit
shariug dh'idend ou th .. regular earnings of the partici
pants ,,'as less than six per cent.; a little o\"er a third 
paiddi\"idends between six and ten per cent, ; and the 
remainder paid di\"idends_ of ten per cent. or abo\"e, Five 
establishments are ~ho\\"1l as ha\"ing paid t\\"('nty per 
cent. or more, The reasons gi\"en for the relatively low 
di\"idends paid under a large number of tbe schemes 
are ~l) the small proportions of the net pr06ts which 
cl'rtain employers are willing to share; (2) the large 
amount of participauts; and (3) the methods used by 
some employers to determine the shares of profits which 
should go to the employer and the employees. The 
employer usually goes on the assumption tbat his part 
of the di\"isible surplus is represented by the capital of 
the concern, and that of the employees is represented 
by the amount paid out in wB.,"t'S. On this basis the 
distributions ha\"e resulted in a higher relative amount 
going 10 capital than to labour, for the annual cost of 
l"bour \'ery rarely is more than one-fourth of the amount 
of capital inn-steel. 

In the rnited States there has bet>n a tendency on 
thl' part of l'mployers 10 grant spt'Cial facilities to 
emploY'"e8 (or the purchase of capital in the undertakings 
in which they are employed. Such facilitil'S as a rule 
are granted with spt'Cial guarantl'es which require the 
employee not to lesvl' Ihl' company's senice within a 
specified period and not to sell his shares to outsiders. 
Soml'time8 the gual'll.ntees are moral understandings; 
soDll'time8 th,-,. are drawn up as legal iu;;truments; 
soml'times ~pecial inducements are offered to attract the 
employl'CS. The rl'1"ti\"e succt'SS of such stock purchase 
8l'hem8S may be I\ccounted for p-vtly by the high rate 
of ,,'ages pre\"alent in America and partly by the fac' 
that the indi\"idual workman in America bas ambitions 
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to become a capitalist on his own account. The best 
known schemes of this type (which the Labour Co· 
partnership Association of Great Britain now definitely 
calls "Purchase Schemes") are those of the United 
States Steel Corporation and the.Jnternational Harvester 
Company. Another well-known American plan is that 
of the Proctor and Gamble Company, which combines 
the stock purchase system with profit-sharing in the 
strict sense of the term. A short description may be 
given of one or two of the American schemes, of which 
sixty-five cases are stated to be in existence by the 
National Civic Federation. 

The schcme of the United States Steel Corpora
tion in one form or other has been in operation since 
1903, but a number of profit. sharing schemes in 
similar large corporations in the United States are carried 
on from year to year. They are not permanent, and, 
therefore, they can hardly fall within the ordinary 
definition of profit-sharing, which demands that the share 
of profits should be fixed beforehand. The scheme of the 
United Sbttes Steel Corporation provides that the officers 
and employees of the Corporation may subscribe for one 
or more' shares in the preferred or common stock at a 
filted price, namely, 110 dollars per share for preferred 
stock and 55 dollars per share for common stock. The 
price fixed originally by the scheme is not necessarily 
constant: it may be varied from time to time by the 
management. An employee may subscribe for shares 
equivalent to the amount of his yearly salary, If a sub
scriber falls into three months' arrears with his payments, 
or leans the service of the Corporation, his payments are 
returned with 5 per cent. interest. No dividends or 
special allowances, however, are payable on such shares. 
Once a stock is fully paid, it is issued to the subscriber in 
his name. He may scll the certificate whenever he likes, 
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but, to induce him to keep the certificate as long as he is 
in the employment of the Corporation, he is offered an 
yearly cash bonus of 5 dollars per share on preferred stock, 
and 3f dollars per share on common stock, for a period 
of 5 years. Employees who have not paid up the shares 
in full, but who have regularly subscribed to the scheme, 
are also allowed this bonus. Bonuses which are forfeited 
through non.compliance with the regulations of the scheme 
are paid into a common fund, and at the end of every five 
yelirs, this fund is divided amongst the other holders of 
certificates. 

It is obvious that in vast corporations such as the 
United States Steel Corporation, the employees cannot 
materially influence the policy of the company by their 
possession of shares. No special scheme exists to give 
the employees either special voting powers, or a seat or 
seats on the board of directors. On April 30th, 1920, 
over 40,000 employees were stockholders, and subscriptions 
had been received from 66,311 employees for a total of 
167,263 shares. 

The Proctor IUld Gamble Company is a firm of soap 
ml\nufaoturers, with businessss at Cincinnati, New York, 
Kansas City, and at Hamilton, Ontario, Canada. The 
firm was founded in 1837 and is one of the largest makers 
of soap and glycerine in AmeriO&. In 1919 (the last year 
for whioh figures have been given by the Labour C0-
partnership Association) the capital was £4,650,000, and 
there were between four thousand and five thousand 
employees, the great majority of whom were unskilled. 
The profit-sharing scheme of the firm was started in 1897. 
The total bonuses at first were large. but, in order to make 
the scheme more of a reality to the workers, in 1889 the 
employees were grouped into four classes. three of which 
received bonuses in the ratios of " ! and I, and the fourth 
nothing. This classification, which wu based on merit, 

U 
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had .the effect of arousing the interest of the workers, and 
t)lElscheme has continued with variations up. to the 
present. The.business was incorporated in 1890, when 
the classificati~m of the workers was abandoned. All 
workers earning not more tban three hundred pounds 
(or. fifteen hundred dollars) a year received the same 
dividend on wages as was earned by the common stock. 
They were also encouraged to use this dividend to 
pur~hase stock in the concern. Very few of the workers 
a,t first actually purchased stock, and the management 
began to feel that the workers accepted the dividends 
~imply as part of their salaries or wages, with the result 
that in 1903 they made the scheme for profit-sharing 
dependent on oWllership of stock. 

The scheme in force at present is. as follows. Every 
permanent employee earning not more than four hundred 
pounds a year can purclrase or have purchased on bis 
behalf at market value an amount of common stock of 
the company equal to the amount of his annual wages. 
This stock is held for him by trustees till he pays for it. 
The employee is allowed to pay for it as he likes provided 
that not less than one-twentieth of i~ is paid for every 
year by equal instalments of one-twelfth each month. 
An employee . holding ~uch stock becomes a p~ofit-sharer 
and the dividends he receives as a profit-sharer are 
applie.d. to the payment of the stock. When the payment 
iscompleted, tbe dividends go direct to the employee. 
'fhe profit-sharing employees formerly received a divi
dend on wages equal to the rate of the stock dividends . . , 
which began at twelve per cent. and later iucreased 
to twenty per c.mt. A later amendment to the 
s.cheme introduced a scale by which in the first year of 
participation the rate is ten per cent.; the rate rises by 
o~e per cent. ~early till, after the eleventh year, it ill 
twentrper cent. The profit-sharing dividends are paid 
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annually to employees who hold the requisite amount of 
capital. It may be added that any employee whose wages 
are raised above four bundred pounds per annum and 
who therefore becomes disqualified from sharing in the 
profits has his salary or wages raised sufficiently to com· 
pensate him. Employees who have completed their pay· 
ments are allowed to purchase savings certificates which 
bear interest at the rate of six per cent. and which even
tually ean be used for the purchase of additional stock. 

In 1918 the oompany started an employees' conference 
committee oonsisting of representatives of the employees 
eleoted by departments and half of that number of re
presentatives of the management appointed by the 
management. 'fhe employee members sit on the com· 
mittel' for two years and the management memb~rs for 
one year. The fC?rmer elect the chairman and the vice· 
chairman from amongst themselves and form an exeoutive 
oommittee .. The employees' representatives alone and 
the joint oonference meet alternate fortnights. The 
servioe supervisor of the works is seoretary of both the 
oommittees but has no vote. It may be added that an 
arrangement also exists for the eleotion of three employee
rapresentatives to the beard of directors. 

The firm hRS also a pension and benefit fUlld from 
which employees reoeive annuities on retirement brought 
about by age or disability. Payments are made for tem
poraryor partial disability, IUld there nre also death 
benefits. The firm oontributes two·thirds and the em· 
ploy8Ss one·third; the annual amount put to the fund is 
two per cent. of the wages bill. 

It may be added that pllrcbase sohenes have \M,en 
illtroduced into a nllrober of concerns in Great Britain • 
.'\. good example is that of Messrs. Alfred Hiokman, 
Ltd. Messra. Hiokman's scheme provided for the ~. 
tion of fifty thou:mnd £1 first preferenoe sblll'&l to be 
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purchasable only by employees. The interest on these 
shares was six and a half per cent., cumulative. Ordi
nllry shares ranked for six and a half per cent. interest, 
non-cumulative. The first preference shares and the 
ordinary shares, after the six and a half per cent. had 
been paid try each (with arrears if necessary to the first 
preference shares) ranked equally for any further 
dividend. If the first preference shares passed into the 
possession of anyone who was not an employee, or if 
they were owned by employees who had retired from or 
left the business, they became simply first preference 
six and a half per cent. cumulative interest shares without 
any right to participate further in the profits. The 
company made special provision for purchase by the 
employees. Each half of the year was taken as a 
complete period and purchases had to be completed 
within the six months. For each share the worker wished 
to buy he had to pay 28. 8d. on allotment ~nd agree to 
a weekly deduction from his wages sufficient to complete 
the price within the half-year. The flcheme of Messrs. 
Hickman came to an end owing to the purchase of the 
business by Messrs. Stewarts and Lloyds, Ltd. The 
workers who held shares of the nominal value of one 
pound in Messrs. Hickman received in exchange a 
deferred share in Mellsrs. Stewarts and Lloyds. plus 7,. 
in cash. 

Messrs. Rolls-Royce have also created a special -class 
of ordinary shares which employees may purchase at par. 
When an employee leaves the firm he must sell his shares 
back at par. A special percentage of the profits is 
payable to the welfare scheme of the works. Messrs. 
Selfridge in 1919-20 offered £100,000 ordinary shares 
at par to employees in the firm" to encourage saving 
and to reward the delightful loyalty of the staff by 
loyalty in return." These shares are entitled to a 
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dividend at the minimum rate of six per cent. and rank 
for dividend prior to the ordinary shares, but after 
the preference and the deferred ordil1ary shares of the 
oompany. The shares carry a dividend of two per cent. 
more than ordinary shares, but the percentage of the 
return is limited to twelve. The sharell are not transfer
able or negotiable, and if the holder lraves the service 
of Messrs. Selfridge he returns them at par with six 
per cent. interest up to date. 

Other examples of the purohase scheme are those of 
the Bradford Dyers Association the B1aenavon Iron and 
Coal Co. Ltd., South Wales, and Messrs. Crompton and 
Co., Eleotrical Engineel's, Lontlon. The principles under
lying these schemes are all very much the same.' 

Anothel' American schem.. which deserves notice is 
that of the N. O. Nelson Man1lfacturing Co .• St. Louis, 
Missouri. which has several faotories and branch houses 
throughout the United States.' The profit-sharing scheme 
of this firm has been in operation since 18U6. All 
employees get a percentage 01 their year's wages depend
ing on the profits of the firm for the year. Wages are 
paid at the prevailing market ra.tes, aDd capital is first 
guaranteed remuneration at six per cent. The profit
sharing dividend as a rule is paill in stock of the company. 
whioh has paid six per ceut. since 1878. There is no 
elaborate set of rules or reguhtions for the plan of the 
Nelsen Co. The directors ('om bine their profit-sharing 
plan with a fairly elaborate welfare scheme whioh in 
name and object reminds one of the efforts of Leclaire 
and Godin. An employee lJIust be six months in 8e"ice 

, •• flar\ltM __ ill .. ..... A ... a.aI R--uorw 01 ..... LabcM&r Qu...-na-ah.ip A_ 
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before he is eligible to participate in profit-sharing, and 
stock certificates are issued only after he has been three 
years continuously in service. Although the certificate 
may not be actually issued, the profit-sharer receives 
six per' cent. cash interest on his profit-sharing dividend 
and this amount is placed to a deposit account so long 
as he remains with .the company. Stock certificates 
issued to the employees become their own property, just 
the same as any other stock which they may possess. 
Employees may not speculatfl in the 'stock, for no one 
who sells his stock can remain in' the employ of the 
company. If he leaves the . company he can sell his 
stoQk as he likes. As a rule t~e company makes arrange
ments to buy in ·stock thllmselves from departing 
employees. 

At the company's factory town, Leclaire, in Illinois, 
there is an elaborate arrangelllent for kindergarten, free 
classes, concerts and all sorts of amusements for employees. 
There is a pension fund fo~ superannuated employees, 
and a sick benefit fund. Thf\re. is a Leclaire storll owned 
and managed by the employees on the Rochdale plan. 
A model village has also been built where the workmen 
own their houses and where every effort has been made 
to make the conditions as salubrious as possible. 

The example of the English profit-sharing gas 
companies has been imitated in America.' The scheme 
of the Boston Consolidated Gas Co., is very similar to the 
gas schemes in operation in England. The company 
works under a Sliding Scale Act which fixes the standard 
price. of. gas and al~1i the standard rate of intel,'est. For 
every reduction below a certain price the company is 
permitted to pay one per cent. additional dividend. The 
dividend on wages is calculated at the same rate as the 

• See Co-partnerlhip After 1M War. 
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dividend on stock and is apportioned only to those 
employees who have worked for a whole year. Each 
elDployee has an account kept for himself and interest 
is allowed at the rate of four per cent. As so.on as the 
amount iii sufficiently high to purchase one or more 
preferred shares, these shares are bought in the open 
market and given over to the w(lrker as his absolute 
property, except that, if he sells them without the 
oonsent of the directors he may be struck off the list of 
profit.sharers for a year or more. The company also 
reoeives additional deposits from workers on which they 
pay four per cent. From 1907 to 1921 the dividend on 
wages averaged close on eight per cent. 

With regard to the workers having a share in the 
control of the company, the foHewing account, given by 
the company, is quoted by the Labour Co· partnership 
Association :-

"" The logical extension of the plan by which em
ployees secure an ownership in the business is to have 
them represented on the Board of Directors in.order. that 
they may have a voioe in the maIlllgement of. the 
oompany. Aocordingly the company has recently 
invited the nomination on the part of the profit-sharers of 
a representative of their own selection to serve as a 
director of the company during the coming year • 

.. This plan has been patterned largely on that so 
satisfactorily employed by some of the London companies. 
where it has proved eminently IIIlccessful. n is believed 
that this direct participation in the management of the 
company will still further serve as an incentive to the 
employee.<! t(l increase their efficiency.' If they feel that" 
their own individual effort will result in increased profits 
to them, and that their own interesta are represented on 
the BOIUd of Direct~rs by one of their own number, they 
are bound to wor~ more cheerfully and effectively. The 
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value to any business of increasing the,..intelligent and 
cnrefully directed effort on the part of its employees 
ca.nnot be over-estimated, and in the case of our company 
the operation of the profit·sharing plan has been a grelit 
factor in effecting the desired result. We believe that 
by dividing our profits on the one hand with the public 
in the form of reduced prices, and on the other hand with 
our employees by a dividend on their wages, we have 
created such a joint partnership among the public, the 
employees and the company, that every effort on the part 
of the management and of the employees will be directed 
to the mutual advantage of all the partners to the husineRR, 
the stockholders, the employees, and the public." 

A note may also be made on the well-known scheme 
of HeDl"y Ford, "a kind of profit-sharing plan," as Mr. 
Ford himself calls it. This scheme was introduced at the 
beginning of 19U, at his Detroit Works, and has since 
been extended to other branches of the Ford interests. 
For many years Mr. Ford has been genuinely interested 
in the uplift of the working classes apart from the idea 
of increasing output and profits. The object of the 1914 
scheme was to secure social justice, to raise the standard 
of life of the workmen, and to avoid any appearance of 
charity" The main principles of the scheme were these: 

I Pl"81'iOUB to the introduction of tbe 191' plau, profit-aharing bad beeu in ... ogue 
in the Ford works Binee 1909. Eighty thousand dulla" were di.tributed in tba& 
year to the workmen 011 the basis of yearB of eervioe. A onl·year mao received 5 

per cent. on biB year's "agel; a t1r9-year mlUl 7t per cent .• aDd a three·year man 
)0 per Dent. Mr. Ford objected to thia pJao Oil the !iCOn tbat it had nO direct 
eonnection with the day'. work. A man did not get hi, .bare until IODg .fter hi. 
work. w .. dOD8 aod tben it weDt to him atmoat in the way of a pre.ent. II It iJI 
alway. unfortunate." ny. Hr. Ford. "to have W8ge11 tinged with oharity." Before 
proceeding to introduoe another &chame. he had wagee acientiftcally adjueted to 
joba by meane of time study. Each job wu etandarcU.ed and the wage mtell Iud, 
io 1918. There WBI 00 piece work. Some men were paid by the day and 8OID8 by 
t.he hour. but there W81 a required 8taDdard output below _blah a maa wu DO& 

eKpeCted to fail Mr. Ford", prinoiple ia that there mat be. fixed dAY"' work 
borON a ..... 1 ,,_ .... 0 be paid, aud with thito .... k_004 b. intlOd.ood h;, 191' p ...... 
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The minimum wage for any class of work, under certain 
conditions was five dollars a day. The working day 
at the same time . was reduced to eight hours, and the 
weekly hours to forty-eight. When a new employee was 
engaged, he was first taken in hand by the educational 
department, which explained to him the principles of the 
profit-sharing scheme and asked him a number of personal 
questions, which were duly recorded. An official of the 
educational department then went to the applicant's home 
and reported upon it. After 80 days' service with the 
Company (a probationary period of service which was 

The following quotationl from Mr. Ford', book, JlW Lil. and Wort (London, 
HeinemaDD, 1923) .hu .... the .pint behind Ur. Ford', acheme :-

.. Thill (the 1914 scheme) was entirely a voluntary act. AU of ODl' wage ratea 
hAYe beeD 1'olontary. It...... to our way of t.hinking .. a act of lOciaJ jutice, and 
iQ the laat analYI. we did it for onr own IItotisfaction 01 mind. There ill a 

p ... ure in feeliug tb,,' YOIi have made othen happy-that you haft te.ened in 
101118 degree the burdens of your 'aUo,,-men-that yoo have provided. a margin out 
or which may be had plO&lure and .. ring. Good • ..,iIl is one of the few really import

ant UIMI&i; or liff!. A deotermiDed man O&D WiD almost aDything that be goee after. 
ha' .we.. in bia geuing. he gniu good will be bas uot profited mIlCh-"· 

.. Then .... howeYel'. DO oharilY in any 1I"ay inrol't'ed. That ... aot generally 
lIodtontood. .. any emptoyen thoughS we are joel making the AIlllOQDeemeot beM.ue 
... were proaperoaa and wanted adnrtieing aDd they ooadeDlDed DB becaue we were 
IIp!llPlting standardll-riolating 'he CaRolD of paying a man t.he smalleet amOllDt he 
woald tIlte. There ia nothing in tach standards and cumma. They han '0 be 
wiped. GIlL Bome day 'btly will be. Otherwiee. we CIUlIlo& abolish poTel'ly. We 
made the ~han8" o.ot m.ere., beeaue we wanted &0 pay higber ... 1Utd lboaghi 
we could paJ' tbtl.. We waDted to pay t.heee wagea ., tbat the baaio_ would be 
oa a !uti. fouudatioa.. W. weft not. dialributing anything-we were baildi.nc IrK' 
Ih. ftlture.. A tow wage buin_ ill ....... ,.. insecure." (Pp. 128-7.) 

u If 10. uped a au to gin ~ie time ud .lle~_ fb hiI ..... thai be will 
ba .. DO aDUK"iaJ.OITiee. It pay&. Our pro6ta. at. ,.,iog good ... &ad. a 
boau--.hM3b 'boa,1" ued &0 run uoWld '~D mi1!ioua a ,.... before we cbaDged the 
oyau..-.how "'"' pop •• ..,.... __ io .he.ooi prolitabk -7 of doiDg b ........ Q 

-"... ...... obi ......... 10 "'" _ .......... d __ bod of poying __ U 

t.eot.W toward pateraaliam. l'atem,Ij .. " DO place ill. iad.....,.. Welfare work 
ahat toUitu .. prying iato empktyeee- pi ...... CCIIlOII"M ia oa' of date. II .. .... 
00II .... &ltd __ .... l:aelp. oft •• thaN ~ help; &ad all Uaia aqtd to he ... 1I13fGd 
r .. -,., _b. lilt •• be -.. worbble p ... of ia __ ' aDd putiri ...... 

will do.ore &0 wi ... l,,,. iad_l'7 .. d IlftagtHa orpaiaa'_ t..haa will &111 ..... 
.... ... l~ .... oide," (P, 1Sl.) 

116 
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afterwards dispensed with), the following classes of 
workmen were declared eligible to participate in the 
scheme :-

(a) married men living with and taking good care of 
their families; 

(b) single men, over 22 years of age, of thrifty 
habits; and 

(c) single men, under 22 years of age, and women 
solely responsible for the support of somc relation. 

Further personal reports were secured, and, once the 
employee had reached the requisite standard, he had to 
sign a profit.sharing warrant authorising thll extra pay· 
ment, in which the employee specifically recognhed that 
the extra payment was not part of his wages and might 
be discontinued at any tim,e. If the further reports 
showed t.hat the individual was not up to the standard, 
his share was withheld pending improvement. Failure to 
reach the standard or falling off from the standard meant 
withholding or withdrawing the bonus: but in each 
case the individu!\l was given ample opportunity to make 
up his shortcomings. The principle adopted by Mr. Ford 
was that wages were paid for the work done, and that a 
share ih the profits was paid for good personal qualities 
and character. A distinctive feature of the Ford scheme 
irs r. specis.l staff fer eXFlainh:g tl:e prcfit.sharing !cbeIre 
and reporting on individual cases. 

Another feature of tbe Ford plan was to pay the 
profits every two weeks with the wages. The profits were 
approximated in advance to the wages of those qualified 
to participate. In Mr. Ford's words: "A man was paid 
his just wages-which wt're then on an average of about 
fifteen per cent. above the usual market wage. He was 
tben eligible to a certain profit. His wages plus his profit 
were calculated to give a minimum dl\ily income of five 
dollars. The profit-sharing rate was divided on an bour 
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basis and was credited to the hourly wage rate, so as to 
give those receiving the lowest hourly rate the largest 
proportion of profits. It was paid every two weeks with 
the wages. ·For example, a man who received thirty· four 
cents an .hour had a profit -rate of twenty-eight and one
half cents an hour-which would give him a daily income 
of five dollars. A man receiving fifty-four cents an hour 
would have a profit rate of twenty-one cents an hour
which would give him a daily income of six dollars." I 

The conditions of this '\ prosperity sharing plan" were the 
standards of cleanlhess and citizenship certified by the 
investigators in Mr. Ford's" Social Department." 

In the English branch, there has recently been added 
an investment scheme, and it may be noted that the sbare 
in profits which previously used to be granted only 
to qualified workmen is now merged in the general wages 
rates, the qualifying period having also been dispensed 
with. By the investment scheme the employees are given 
facilities to invest some of their savings in the firm. Any 
man may 10dJ:le with the Company, within three days of 
the receipt of his wages, any amount varying from one
third to two·thirds of his weekly wages for investment. 
'When these sums are sufficiently large, certificates are 
issued in the name of the employee at the rates of £10, 
£25 and £LOO. Odd sums paid towards the purchase of 
certificates are guaranteed 8 per cent. interest per annum, 
an.d all completed certificates are guaranteed 6 per cent. 
Il the earnings of the Company permit, additional pay
ments are made half-yearly at a rate to be fixed by the 
Directors. 'l'he investment scheme may be joined by the 
new employees as soon as they enter the firm. 

Space does not permit of further analysis of American 
schemes. Profit.sharing has its ardent advocates, such as 
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Ex-President Eliot of Harvard University, who sees in 
it one of the chief means of settling the industrial strife of 
to-day, and its enemies. On the whole it is safe to say 
that the subject is not as yet a vital issue in the country. 
Several reasons have been given for the relative slow 
progress of the profit-sharing movement in the United 
States. Undoubtedly one of the chief of these reasons is the 
fact that the schemes themselves have never been placed 
on the same definite b~sis as similar schemes in England 
and France have been. In America, too, employers 
have been inclined to favour other means of paying their 
employees for special work done. This has already been 
dealt with in the previous chapters on bonus systems and 
of Scientific Management. Nor have the American trade 
unions been particularly favourable to the movement. 
Apart from these considerations, the general conditions of 
industry in both the United States and Canada (and also 
other new countries) differ materially from those in 
the older countries of Europe. Industry is conducted 
on a more rapid scale. And, even to-day, the vigorous 
employee in America looks forward to become an employer 
of labour himself in the near future. There is a lack of 
stability both about the industries themselves and about 
their labour, which militates against schemes the value 
of which depends upon their existence over a long period 
of time. The idea of 'rush and hustle' permeates not 
only the American captain of industry, but also the better 
class of working man. Such a working man prefers to 
work hard and make as much money in a short time as 
possible, with a view to its possible investment in an 
independent business as soon as he can. Another factor 
which has militated against profit-sharing, which to be 
successful really requires a basis of communal feeling, is 
the mixture of the labouring population in t.he country. 
The large influx of immigrants, although adding to the 
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labour population, does not, at least in its first or second 
generation, add to solidarity and harmonious working. 
Lack of common ideals, lack of common langllage and a 
general feeling of 'transitoriness, all militate against not 
only permanent schemes such as profit-sharing, but ah!o 
against the more ordinary and normal organisation of 
effective trade unions. 

Note on Profit-.naring in France. 

Since the section on profit-sharing in France (pp. 163 
sqq., ante) went to press, much further information has 
become available as the result of the publication by the 
French M.inisLry of Labour of a report entitled Enqllete 
Sur la Participatwff aUE Bb,efice. (Paris. 1923). In 
1920 two bills on compulsory profit-sharing were intro
duced in the Chamber of Deputies, and an enquiry, of 
which the above report is the outcome, was undertaken 
by the Government with a view to ascertaining the 
existing position of profit-sharing in France. The figures 
given in the report may be misleading unless compared 
carefully with figures for other y&a.rs for 'Profit-sharing 
enttlrprises of the same, or a similar type. Thus in 1889 
the number of enterprises estimated to be in existence 
iu }'rance was 120, in 1893, 126 (officially, but :;'45 by a 
privattl euquirer) and in 190), 88. In the report just 
issued, however, the number of instances examined is 
very much above these figures. The report covers 328 
labour co-partnership associations. out of 475 such ass0-

ciations known to have been in existence in 19 .. 0: 11 
joint-stock companies whose articles include profit-sharing 
regulatious, 51 mining enterprise&, and 168 other schemes, 
started by the voluntary initiative of employers. This 
classification is explained by the existtlnce of different 
acta bearing on profit-sharing. or co-operative production. 
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In December, 19l11, an act was passed regulating co
operative production societies, sometimes also called labour 
co-partnership societies, on a profit-sharing basis. Organi
sations of this type do not come within the purview of 
profit-sharing and co-partnership as discussed in this 
book. The societies which the French Act of 1915 
regulates are formed among workmen themselves. The 
employees are employees of a group of themselves, not 
of an owner or company. Thus there is no question of 
the initiative of the owner in the creation of profit
sharing; the societies share the profits among the 
members of the society-a sort of joint-stock scheme 
among workmen, comparable to the recent English 
guilds. 

The second class is explained by an Act of April, 1917, 
which regulated, within certain limits, a special class of 
joint-stock companies, whose articles include profit
sharing regulations. This Act is a permissive, not com
pulsory, measure. In 1919 another Act was passed, which 
created a new class of profit-sharing enterprise-mining 
companies. Under this Act persons or companies apply
ing for new mining concessions mU8t adopt a profit
sharing plan for employees. This is a compulsory measure, 
unique of its kind. It may be added that in October, 
1921, another Act was passed by which railway employees 
must be paid certain amounts from railway receipts. 
These payments, however, have no direct relation to 
profits, and the report does not analyse the results of 
the Act. 

For various reasons the French investigators rejected 
a number of the schemes in existence, e.g., some did not 
satisfy their basic definition, and others had only recently 
been sta.rted. The number of schemes actually analysed 
was 460, including 328 co·operative production schemes. 
The latter deducted, only 132 schemes are left, and it is 
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this number which must be compared with the latest 
pre-war estimate, viz., 88 of 1901. But of the 132 only 
75 were started by private initiative, while the 1901 
figure includes only schemes thus started. Of the 75 
such schemes over one-third have come into being since 
1919, so that it will he seen that, at the end of the Great 
War, the profit-sharing movement had reached a very 
low ebb in France. The recent rise in number is signi
ficant, in view of the English experience that the waves 
of profit. sharing tend to follow closely periods of indus
trial unrest . 
• 

The 75 instances of profit-sharing schemes which fall 
within the purview of this book were distributed thus: 
17 in insurance and banking houses, 15 in metal working 
concerus, 13 in commercial concerns, and the rest in 
various industries. It will be noted that insurance and 
banking houses in France still take a very prominent part 
in French profit-sharing, and it is interesting to note in 
this connexion that their example has spread to England, 
whare Lloyds Bank has recently introduced a profit
sharing pIau. Further examination of the French schemes 
shows that in only six cases does the scheme rest on a 
contract· basis. In 42 schemes, though there is no con
tract, the articles of association govern the administration, 
or the I'ules are issued separately. In 27 cases the distri
bution of profits is made on the basis of custom. In 
I'espect to co-partnership, or a share of the workers in 
mauagement, 58 concerns, involving close on 100,000 
workmen, make no provision for a voice in control. Most 
of these schemes, indeed, expressly stipulat& th!t.t the 
scbeme is a concession on the part of the employer and 
that he reserves the right t~ alter or suppress it. In only 
a small number of concerns-17, involving about 6,000 
work people-are the employees given a share in mana"cre
ment or an opportunity to criticise. In seven cases there 



208 PROFIT-SHARING AND CO-PARTNERSHIP 

are advisory committees; in several cases either one 
employee, or representatives of the employees, or auditors 
appointed by the employees are permitted to examine the 
balance sheet of the firm; while in four cases (e.g., in 
the Familistere at Guise) the employees have an absolute 
right of control. 

The questionnaire issued by the French Ministry of 
Labour included many items of interest-e.g., the effect 
of profit-sharing on labour turnover, on output, and on 
the relations between employers and employees. Twenty
four answers stated that labour turnover had diminished 
because of profit-sharing, while three said there wae no 
effect. No effect on output was reported from 17 in
stances, and in increase of output in 2(). In one instance 
it was reported that profit-sharing had led to an attempt on 
the part of the employees to get rid of the least-skilled 
workers, with the result that the accident rate fell so 
much that compensation insurance could be effected at 
half the normal premium. With· regard to the relatioJls 
between employers and workers, 27 concerns reported 
better relations than under other conditions; a few re
ported no change, and a small number said conditions had 
become worse and that the schemes would be suppressed. 

With' regard to method of payment, in 37 concerns 
the shares were reported to be paid in cash; in 16 partly 
in cash and partly by contributions to mutual aid or 
pension funds; in 22 no cash payment was made, but 
the shares were placed to the credit of the employees 
either in special funds, or savings accounts, or invested in 
the stock of the company. It may be noted that the 
French survey included some 25 concerns in which the 
rate of distribution is fixed annually by the employers. 
Schemes in which the rate is not fixed beforehand are 
not, strictly speaking, profit-sharing schemes according 
to the standard English and French definitionll. In the 
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remaining 50 schemes the rates are fixed in the regula
tions of the schemes. In this connection, it is interesting 
to note that, at a discussion in the French Council of 
Labour, held in 1923, certain general conditions were 
accepted which should govern profit-sharing schemes. 
The Council refused to countenance any measure making 
profit-sharing compulsory, nor would they agree that 
profit.sharing should be made quasi-compulsory by means 
of government departments stipulating its existence before 
IIny tender from a private firm could be accepted. The 
Council however agreed to the following conditions
that the amount of profits to be distributed should be 
fixed by regulations in ad vance; that the scheme should 
not contain illusory conditions, for example, it should not 
be the privilege of the employer to exclude certain 
employees at the moment of -distribution; that the pro
portion to be given to each participant should be fixed 
beforehand by regulations; that no mo:iification of the 
scheme should be admitted for the current year of 
administration; and that all disputed questions, being 
questions arising out of the employment contract, should 
be brought before the probiviral court., 

Note.-Space does not permit inoluding here further 
references to recent profit-sharing schemes or proposals. 
For these the reader must be referred to the publications 
of the International Labour Office, partioularly the 
Studie. a,.<1 Report. series, and II,dm/rial and Labour 
I,ifo,·malioo. The latter publication gives summaries 
o[ both official reports and private schemes, and up 
to date statistics for each country for which such 
statistics I\re compiled. Further information on the 
I\ttitude o[ the French Higher Labour Council towards 
profit.sharing will be found in Itld, .. lrial au LalJowr 

27 
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Informatioo, Vol. VIII, Nos. 6-13, and on the attitude 
of French labour in Vol. VII, No.3. A summary of 
Mr. B. E. Peto's Bill on Profit-sharing, introduced in the 
House of Commons on the 17th April, 1923, is given in 
Vol. VI, No. 12 of Industrial and Labour Informatf,on 
(see also Parliamentary Debates, House of Commons, 
Vol. 162, No.3:}). In Vol. V, No.3 of Ind. and Lab. 
Inj. therfl is a reference to the New Zealand Companies 
Empowering Bill, which authorises companies to issue 
special 'labour' shares. The Czecho-Slovakian Act of 
the 25th February, 1920 (ibid, Vol. V, No.7) provides 
that 10 per cent. of the net profits of mining under
takings must go for the benefit of employees. There is 
no statutory profit-sharing obligation in other industries, 
but a summary of individual schemes is given in the 
~ame source. In Vol. VIII, No.1, reference is made to 
a private Bill introduced (1923) in the Portuguese 
Chamber to provide for compulsory profit-sharing. A 
similar Bill has been laid before the Colombian Senate 
(1923) libid, Vol. VIII, Nos. 6-13). Numerous references 
are made to individual schemes-e.g. Mt!ssrs. Taylor's 
(Vol. IV, No. 11), Messrs. MacIntosh's (Britain), Vol. I, 
No.1, Krupp's (Germany), Vol. I. No.2, Mr. Thompson's 
(Argentina), Vol. I, No 11, and the rejection by the 
workers of the Rhenisch-Westrhalian Electrical Works 
scheme (Vol. II, No. 11). The Studies and Reports 
series (B. 10) gives an interEsting analysis of a proposal 
of the Italian Catholic party to establish profit-sharing 
and co-partnership. 
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6. Conclusion. 

Like all systemg of industrial remuneration and all 
methods of securing ind ustrial peace, profit.sharing I\Ild 
labour co.partnership have f .. iled to secure unanimous 
approval from those with whom they are most intimately 
oonoerned. The main object of profit-sharingJs to seoure 
harmonious relations between l"bour and capital, but it 
is only one amongst several methods which have been 
tried to seoure such ends. Its distinctive feature is that 
it attempts to give the workman a delinite proportion of 
the profits seoured by his efforts, while, at the same time, 
it guarantees a minimum return to capital. On the one 
hand, it reoognises the necessity of capital as an industrial 
agent; on the" other hand, it recognises that capital is 
useless or relatively unproductive unless it hl\S the full 
and willing oo-operation of labour. This central economic 
maxim, onoe aocepted by both capital and labour in a 
friendly spirit, gives a sound enough basis on which to 
prooeed, \ The various schemes of profit-sharing vary so 
much in detail that it can safely be said that there is no 
one type better than another. The suocess of profit
sharing depends on the spirit of co-operation and the 
judioious application of the methods adopted. Few sys
tems of payment have seoured such enthusiastio support 
as profit-sharing from those who favour theQl, but it is to 
be remembered that a very large amount of the literature 
on profit-sharing is of a definitelyl propa,,"'IIondist character. 
The other side of the question-the drawbacks of profit
tlharing-have to some extent been shown above; for not 
the least interesting of the most recent statistics of 
the United Kingdom and other countzies are those 
which show the large number of sohemes which have 
been abandoned. 
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One of the main arguments of the supporter of 
profit-sharing is that the division of profits between the 
capitalist, managers and workmen is the only satisfactory 
and economically just method of remunerating the chief 
agents of industry. It is taken for granted that capital 
is necessary; that it performs a function which requires 
remuneration, which must be sufficiently attractive to 
bring forth the capital for thll industrial purposes 
required. Capital, thus, is the basis of all industrial 
operations. The source from which it is provided is 
not of the first importance. It may be provided by one 
individual, who may be the employer, by a number 
of individuals in the form of a joint stock company, or 
by a number of individuals in a co-operative society. 
Whatever forio the capital takes, profit-sharing recognises 
that as such it has a. fundamental claim to remuneration. 
Once this is accepted, the question arises as to how 
employers, managers and workers are to be remunerated. 
When capital is secured, the employer, who, in all 
probability, has provided a large amount of it has to see 
that it is productive. To this end, he requires a supply of 
labour, the wages of which must be determined by various 
factors, ~uch as the supply and the demand for labour in 
similar or other industries, the likely return on the capital, 
and profits. Profits depend mainly on the efforts of the 
organisers and laboqr; it is both logical and just therefore 
to allow managers and workers to share in the result of 
their work. Profit-sharing thus seems naturally to fit 
into the industrial machine. It correlates effort and 
results as no other system can. 

However excellent profit-sharing may seem in theory, 
only facts elicited from those who have tried actual 
schemes supply the requisite evidence for the formation 
of a judgment. These facts show that, while !A large 
number of profit-Jlharing schemes have failed from one 
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reason or another, a large proportion of them have not 
only succeeded in gaining the object for which they were 
started. but have continued to exist over a long period of 
years, and, in fair times and foul, have secured the co· 
operation. and consent ot both the managers and the 
employers concerned. It is to be remembered that we are 
speaking only of definite profit.sharing schemes in this 
connection. In the modern world, a very. large propor
tion of employen have recognised that not only from 
a philanthropic but from a financial point of view 
it is beneficial to spend considerable sums of money 
on what has now come to be known as welfare 
Bahemes. The efficiency of the workman, shown in 
both the quantity and qu .. Uty of output, depends 
upon his mental and physical efficiency, which, in its 
turn, depends upon good conditions in the factory, 
good conditions of housing, and good conditions in his 
general life. All these repay the employer; they may 
originate in the enlightenment, philanthropy or good 
feeling of an employer or they may be coldly caloulated 
means to seoure higher profits. Doubtless, these 
sohemes operate to promote good fellowship in industry; 
but profit.sharing goes further. It definitely states that, 
onoe a minimum remuneration has been given to capital, 
the workman is entitled to a pro ,.ata amount of the 
surplus; it is in his interest, therefore, to make that 
surplus as large as possible. Hence arises one of the chief 
arguments of the advocate of protit.sharing, namely, 

,that it increases the quantit1 of output; he also holds 
that it increases the q wit1 of the article by eith'lr the 
direct or indirect prooess of making the employee feel 
that in every operation within the factor1 he has close 
personal interest. Thus the employee exercises more 
care with his tools; he takas more care of the piant 
of the factor1. and he exercises his own ingenuit1 towards 
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lessening the costs of superintendence and working costs 
generally; it is in his interest too not to go on strike. 

From the few examples that have been given here, 
and from the numerous examples that are given in the 
many pUblications on the subject, there is cle~r enough 
evidence that profit-sharing, as compared with other 
wage systems, helps to increase the quantity and 
:«Luality of the product; it also promotes care of, and 
economy in materials. The experience of profit
sharers is by no means unanimous on this point; but 
there certainly is evidence enough that profit-sharing 
has produced these results. Although it is impossible 
here to give the evidence of individual pioneers of, or 
present-day practical exponents of profit-sharing, it 
may be noted that page after page of enthusiastic 
evidence can be produced which goes to prove the above 
remarks. On the other hand, the evidence of abandoned 
schemes shows that these results do not by any means 
universally follow from profit-sharing. 

The same general conclusion applies to the argu
ment that profit-sharing tends to promote industrial 
peace. Strikes are by no means unheard of in profit
sharing firms. But it may be sai(l with certainty 
that in profit-sharing firms there is less dispeace 
than in non-profit-sharing firms. Profit-sharing itself 
might well tend to make workmen hesitate before 
going on strike, unless, indeed, the strike were connected 
with the profit-sharing scheme itself. It is the element 
of eo-partnership that is the most important point in 
connection with industrial peace. In the best examplea 
of profit-sharing, special committees or organisations 
of some kind are instituted, by which the workers 
themselves are given a very large, if not full 
control of the scheme in force. However this committee 
may be constituted, or whatever may be the share of 
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control that the workers exercise, there is no doubt what. 
ever that the existence of the spirit of co· partnership 
militates against industrial unrest. The spirit of common 
interest in the firm cllonnot but bring together cllopital, 
employers or managers, and labour. In this way, 
profit.sharing and co.partnership perform the functions 
which IIore now usually connected with Whitley 
Councils. Managers come to know workmen; workmen 
come to know manllogers. Their mutual interests, 
their grievances, their difficulties are fully and freely 
disoussed, and if the will to live in peace exists, the 
methods to secure it are always present. 

One of the chief arguments in favour of profit.sharing 
voioed by the pioneer Leolaire was that profit.sharin~ 
would secure stability in respeot to servioe. In other 
words, one of the main objeots of profit.sharing is to 
retain good employees, or to lessen labour turnover. 
To senure this end, many schemes graduate their 
benefits according to length of service, in order to 
hold out an attractive future to younger men. 
Many of those who have practised profit.sharing have 
given testimony that it has produced stabilitJ" in 
their labour, and has tended to lengthen the service 
of their workmen. On the other hand, there is 
evidence to show that workers tend to forget the purposes 
of profit-sharing, that they often oome to take their share 
as granted, that the sh"re comes to be looked on 
as a right, and that they beoome dissatisfied if it falls 
below normal or is non-existent. As contrasted with 
other systems of payment by results, profit-sharing suffers 
from the fl\Ot that the profits are not immediately reali. 
sable or even visible. More than any other system of 
payment profit-sharing requires a long view. Workmen 
often prefer money down to promises: they prefer 
, ready' prices to 'futures.' In every profit-sharing 
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scheme, therefore, it is essential that the workmen 
should be periodically educated its advantages, in 
its encouragement of saving, its provision for disabi
lity or old age, as well as in the principle of sharing 
prosperity. Otherwise the workman may be tempted to 
contrast the higher immediate returns of piece-work or 
of premium systems with the more modest annualreturns 
of profit-sharing. 

One of the drawbacks of profit-sharing is that 
profits may be spread over such a large number of 
employees that the portion of each individual is so small 
as to be unappreciate:i. The share, of course, depends 
on the total profits of the firm. But the workman, 
especially the unthinking man, is apt to compare 
large profits shown in the balance-sheet with the small 
sum he himself receives. In large establishments, this 
undoubtedly has an effect on many workmen, and 
it may be thus argued that profit-sharing as a system of 
remuneration is best suited to small establishments, where 
the personal relations between managers and workmen 
are more easy, and where the individual workman is 
able to appreciate the sums distributed to him. Even 
in small firms, small profits mean small bonuses; but 
there, there is not the same tendency on the part of the 
workmen to contrast the large profits of large-scale 
organisations and the relatively small sums that ultimately 
dribble through to the individual. In small firms too 
it is easier for the workman to see the results of his 
own efforts. In very large firms not only do workers 
have a greater incentive .to slack and trust to others 
making up for their slackness, but the mass esprit de 
corps so essential to root out slackness is more difficult 
to secure. Profit-sharing thus seems to be more fitted 
for small firms, especially firms of a family type, in \ 
which loyalty to an individual employer is also often an 
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additional asset. Many instances of successful profit. 
sharing have owed much to the initiative of individuals
either the owner of the firm or an outstanding personality 
in the directorate. This personal element is apt to be 
discounted, but the normal individual. more easily wor· 
ships an individual hero than an impersonal limited 
liability company. Companies, especially large and 
powerful companies or corporations, sometimes breed a 
loyalty akin to national loyalty; but even in great 
corporations the personality of individuals is necessary 
for the success or individual schemes. 

i One of the most common arguments against profit. 
! sharing is that, to be logical, it should also involve loss. 

sharing. This, however, is a misunderstanding of profit. 
sharing. Profit.sharing is granted on the basis of wages 
already paid. ) In other words, the worker receives a 
bed rate of wages at the rate ourrent in the locality and 
industry concerned. This rate of wages is independent of 
the profit·sharing scheme. The workman shares in the 
profits only if the profits admit of sharing according to 
the individual scheme in existence. Undoubtedly, profit· 
sharing schemes are at a disadvantage in dull times when 
the profits are not sufficiently high to admit of extra 
remuneration to labour, but, especially if the principles 
of the "cheme Me kept periodically before the workmen, 
the workmen are not likely to be so unreasonable as to 
insist on sharing what does not exist. For the prevention 
of ill·feeling in suoh bad times, it is essential that in all 
profit.sharing schemes, the workmen should not only 
be taken into the full confidence of the managers of the 
scheme, but that they should, if necessary, be allowed to 
examine the books of the firm. Undoubtedly it is a 
strain on the Jinancial feelings of workmen to receive no 
profits in periods of depression, especially as in Jl'lriods 
of good trade, their shares may sometimes bave been 

28 
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large. Only mutual trust between employers and 
employees can lessen this strain. The very essence of 
profit-sharing is that the workman should receive the 
benefit of his whole work in those periods of trade when 
his work results in profits to the firm. Were profit-shar
ing to become looked on by the workman as practically a 
right, whether profits were sufficient to pay prior claims 
or not, then no employer in his senses would ever think 
of introducing such a scheme. Experience has shown 
that work people have become disgruntled when periods 
of depression have curtailed or cancelled their share in 
profits, and even have voted for the abolition of profit
sharing schemes, especially if those schemes have at all 
interfered with the normal and more powerful activities 
of their trade unions. 

Another question arising out of the above has been 
raised both by opponents and supporters of profit
sharing: they argue that the workman must be prepared 
to share losses out of his actual wages. In other 
words, if the workman is admitted to a percentage of 
profits in good times, he must be prepared to accept an 
actual lessening of his wages in bad times. This, again, 
is a misunderstanding of profit-sharin g. Profit-sharing, 
as understood in the previous sections, grants to the 
workman his fixed rate of wages. [t does not demand 
any diminution of wages. The share of losses is a much 
wider question. In all probability, a profit-sharing _ em
ployer, in times of adversity, may have to approach his 
employees and frankly tell them that the rate of wages 
which he pays is too high to permit of him continuing 
to pay the present rate. This is quite a different matter. 
Every employer, whether he is a profit-sharer or not, 
periodically has to face exigencies like these. No normal 
employer wishes to reduce wages; the reduction of 
wages most usually is the result of bad trade. Good 
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wages and good profits go hand in hand. But times do 
come when bad trade and reduced profits must lead to 
a revision of wage rates. In such periods, capital and 
labour may both have to bear losses in order to carryover 
to better time&. If continu'3d for a long period, such 
losses must lead to closing down or to ruthless cutting 
down of costs. TLe claims of tbe several factors in pro
duction must be readjusted, and labour must take its 
chance along with capital. Profit-sharing, however, does' 
not imply that trading losses should be paid out of previ-· 
ously earned wages. If profits are nonexistent, it auto
matically follows that workmen can have no share; and 
if profits are small, the resulting sbare of labour is also 
small. Workmen thus have to bear losses just as capital 
does. In specially bad times, moreover, the probability is 
that wage rates will be reduced, and in this sense it is 
true to say that losses are paid out of wages. In such 
contingencies no system of payment can prevent wages 
falling, but it may reasonably be expected that concerns 
in which co-partnership hl\8 been in vogue will be able to 
face their difficulties with less friction than others. 

The attitude of organised labour towards profit-sharing 
and co-plU'tnership is on the whole antagonistic. Organised 
unionism looks upon such mt'thods with suspicion.' Trade 

• The followiug utrao'- &&keD from Ule l"' ..... alw.oJ SI.", HarwsCn (~priDted 
III BloomBald" """'1_ oJ £Olio .... ) "'_DIo t.b. ulnm. Iobo"r THo", ,-

n ProSt. ... hariDI il aD. _&temp' • \brow the WOlken otr the t.ruok· &ba" 
__ 10 Tic.....,. 

Labour aDd eapilall it. i. claimed by th«*t who adY1K'ato it, .hoald end their COD .. 

8iO\ bl 8llteriua inlo part.Derwhip and ehariDI profits OD • deSnite basi. of diriaicm.. 
If \he wOf"nn wore to accept. lb.. IeemiDgl, geDOroU propoal. lila, 

would aDd tbeir lul GUO wone than &heir lin~ 
SpMdiDII up would iueritabty reeult iu the Il'.ort. to aape.l \heir ...... by m .. 

oreasilll l'roI,.. ADd &here WOlltd 'be • w.DdelK''Y to oooai." at high prioea. 
wi&.h the ame end in -new. 

TM toea! ell'1fOt. W9uld be moe' ..... rinJr to the iDtIPI'IM&a 01 the worki.., ... 
Tho, wo_ld pn>doo .. __ ... d 8M __ Tbeir labour ..... Id _. iDleuifiecI, 

.. bil. t.beir poucl>ui .. po .... would _ .... 



220 PROFiT-SHARING AND CO-PARTNERsHtP 

unions do not look with favour on the co-mingling of inter· 
ests which co-partnership requires. Profit-sharing implies 
community of interests between employers and employees, 
whereas the trade union view is that the natural 
community of interest is between workpeople as a class 
and employers as a class. Anything which tends 
to bring capital and labour together is held to en
courage sectionalism among labour and accordingly to 

The workers would do the speeding uP. for capital as Bucb is incapable of 
exertion. The workers would pay the high plic8Sf f01' capital as Buoh, is not a 
consumer. 

Instea.d of improving their economio condition by profit.sharing, Bny general 
adoption of the scheme would lower the statUB of the workers and confirm their 
servitude. 

There is another aspect of the matter, and a vitally important ODe. Profit
sharing would destroy unionism. 

The interests of the workers would be split up BDd divided among unrelated 
commercial enterprises, many of them in actnal competition wIth one another. 
No longer would they be bound together for the redress of wrongs Buffered in 
common and the assertion of rights demanded in common. 

They would be rivals in business and all their hopes would center on pushing 
the plltticular concern with which they were associated, thus rendering vastly more 
diffioult any uni ted purpose. 

Unioaiam would disa.ppear, and with uuionism the most powerful factor making 
for the proSl"8SS of the race. 

This is a feature of profit-sharing that will commend it to capitalists, because 
the progress of the 1-ace meanH the eliminution of their clUIl dominance pnd tb" 
esta.bJiHbmeDt of an ~ndnstrial commonwealt.h iu whioh they would have no fUDction 
to perform. 

But it woultl be disastrous for the workers, riveting upon them the oluiina of 
slavery and stripping them of their historic mission of carrying on the evolution of 
sooiety and, by liberating themselves, setting free mankind. 

A big AustraliaD firm recently announced its intention of putting ita employe. 
on a profit .. sharing footing, ita managing director declaring that in this methud 
lay the solution of the industrial problem. 

That many other finns will follow wit, when tbe labour sitnation wiU be 
pregnant with revolutionary poBSibilities, there caD be IittlA doubt. 

The workers mnet be on their guard against this cunning and pJaueihle ooofi. 
dence trick. Nothing is for their good that disperses their interesta in a tho08and 
different directions, instead of concentrating them 00 ooe desired goal. 

The iodustrial problem will never be solved. till capital ceases to be regarded 

8S an active participant in production, rightly demaoding profits, and becomes 
what it really is, a mere instrumept in tho bands of labour. DO more entitled to 
dlvidenM than a picJt or a ahovel." 
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break up labour solidarity. Orthodox unionism requires 
every workman tu concentrate on his union, and not on 
separate organisations dealing with major issues such as 
wages. Profit-sharing, it is also said, leads to the destruc
tion of BOme of the standard trade union theories on out
put. A profit-sharer, says the trade unionist, may be 
tempted to work harder than the trade union standard 
prescribes in order to increase profits and his own share 
in profits. It is also said that collective bargaining as a 
whole is endangered by profit-sharing, for profit-sharing 
is essentially a single-firm institution. On these grounds, 
trade unions have opposed profit-sharing, although numer
ous instances could be quoted in which unions have 
actually been parties to profit-sharing and co-partnership 
schemes. In some cases unions have looked on the move
ment with a tolerant eye only because it has not assumed 
big proportions. There does not seem to be any good 
reason why trade unionism and labour co-partnership 
should be mutually exclusive. If it is axiomatic that 
Cdpital and labour are essentially and always opposed, 
then co· partnership must he ruled out of court from the 
point of view of each party, for its very existence depends 
on a recognition of their common interests. Apart from 
extreme trade union economics, the community of inter
esbl, at least up to a point, is obvious. Capital and labour 
are mutually inclusive, and there is the possibility of a 
far wider utilisation of th" profit-sharing movement by 
trade unions than most of them are willing to admit at 
present. Profit-sharing need not devitalise the so-called 
• labour solidarity' any more than it destroys employers' 
solidarity. There is no reason why firms with profit
sharing schemes should not observe union rules and 
customs i they may (indeed should) pay the recognised 
union rates. In these days the great majority IIf employers 
are too well aware of the power of unionism to try to 
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, smash' it by ca.pitalistic 'devices' such as profit-sharing; 
aDd labour should be wide-awake enough to recognise 
that, when joined with co-partnership, profit-sha.ring 
contains the seeds of a far more hopeful industrial syn
thesis than the traditional enmity of capital I\nd labour 
promises . ./ 

Since the conclusion of the Great War, one or two 
elements in profit-sharing and labour co-partnership 
have made themselves particularly prominent. In the 
first place, with the growin~ democratization of industry 
it is quite apparent that no scheme of profit-sharing is 
likely to be successful unless it includes co-partnership, 
or, in . the words of President Eliot of Harvard, an 
enthusiastic American supporter of co-partnership, of 
co-operative management. President Eliot's own words 1 

are worth q uoting-
"Prudent advocates of profit-shal'ing never represent the method 

as applicable in all industries, or as the eingle cure .... ll for 
industrial etrife. They maintain tbat profit.eha,·ing must alway~ 
be associated with co-operative management, that is, with tbe 
effective sharing by the working people in the management and 
discipline of the works or shops, lOud aleo with complete accessibility 
of the accounts of the establishment for tbe elected representlAtives 
of tbe wOlkere, whether members of tbe company'. Board of Direc.
tors or merely auditors satisfactory to tile employes. In other 
words, profit-sharing should be only one element in a scheme 
having three parts. The object to be attained in any hopeful 
reorganisation of the machinery industries is a generalis sharing of 
control and responsihility, and therefore of profits, when there are 
any, after wages and interest on borrowed money have been paid. 
Nothing short of that will give satisfaction to both parties in the 
present induslrial strife, and nothing el.e ought to. To take togelher 
a long step on the road toward lasling peace employers and employees 
must be really partners, with like motives for diligence, the preveD
tion of waste, and the adoption of improvpments." 

1 Taken from an article in the NetD York Time" 21st 8eptembe .. 1019. Qaoted 
in Bloomfield'a Problenu oj L"bour. 
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The instances which have been quoted in this book 
show that the need for such co-operative management 
has already been amply recognised by profit. sharers. 
The more confidence the employer shows in, ILnd the 
more responsibility he gives to his workmen, the more 
ready is their response. In the early days of profit
sharing, as is evident from the experienoe of Leclaire, 
Godin and scores of others, workmen were inclined to . 
suspect the motives of employers; they feared employers 
even when offering gifts. This suspioion has never 
quite died out; individual workmen and unions alike 
carefully look the gift horse in the mouth. The unfor
tunate thing is that profit-sharing has been used to (oster 
objects which the good trade uni.!nist regards with a 
natural antipathy. It has heen used as an instrument for 
driving workmen to greatl"r production; it has been 
started to hre~k trade unions. From unfortunate single 
instanoes the wor'kman is apt to make hasty generalisa
tions; and the only way to convince him is to give him 
an insight into the working of the business of which he 
is, so long as he works in it, an essential element, or 
part.ner. Co-partne"ship supplies this want. 

But oo-partnership, or oo-operative management 
may mean much or little. eo-operative manage
ment may exteud only to the profit-sharing funds, not 
to the business as a whole. It is not a difficult con
oession on t.he part of an employer to allow the profit
sharers to see how the profit-sharing soheme works, to 
make suggestions, and, indeed, to "run" the soheme 
within the limits !let by the employer. This is not 
sufficient for modern industry. An intelligent appren
tice, says the workman, could manage a fund once the 
principles are set down for him to follow. More is 
required: co-operative mana"oement must extend to the 
business as a whole. The workman, or his representatives, 
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must sit on the board of directors; he must have 
some say in policy. Indeed, he must have a voice in 
deciding what are profits. Here lies the rub. Many 
employers are not sufficiently democratised, or rather, 
de-autocratised, to admit the right of workmen to meddle 
in matters of policy. A master is a master; a man a 
man; such is the theory of many employers and 
corporations. Two influences, among others, are at work 
to kill this theory. One is the control of industry by 
workmen's organisations, and the con seq uent democrati
sation of industry; the other is the growing feeling 
that the community has a voice in the relations of 
masters and men, or employers and employees. The 
communal consciousness has turned against autocracy 
in every branch of life: it is already very impaUent 
of it in public utility industries, and it does not like 
it in private industry. The community, t~o, has. some
thing to say on the subject of profits. It has already 
said much on such subjects as conciliation and arbitra
tion, old age pensions, compensation for accidents, and 
unemployment. The very idea of .. profits" indeed 
changes with changes in the attitude of the public to 
industry,. If it is essential to provide for a return 
to capital and for depreciation in your accounts, 
it is also essential to provide for sickness, old 
age, and unemployment among your workers. '!'his is 
not the place to appraise such views: the present 
object is only to point to the existence of a new feeling 
that the community has something to say about profits. 
It spoke with a loud voice during the war, when 
profits were required to contribute to the general good. 
With the growing insistence of labour it may be taken 
for granted that in due course there is to be some 
alteration in the economic perspective. Already voices 
clamour for answers to such questions as why relatively 
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small industrial concerns must pay to owners, employers 
or managers much larger salaries than the man who, 
at £5,000 a year, has to "run" the United Kingdom; 
why workers in the service of the community should 
serve for pittances where workers in the service of self 
make fortunes; 1 why tlie incentive in the higher 
reaches of industry and commerce requires such big 
rewards, when the humble worker has to work hard for 
a living: and many other why's. Such questions are 
the forerunners of new ideas and new institutions; 
that they exist there can be no doubt: and that they are 
radically to alter the future relationships of social grades 
is equally unquestionable. Behind industrial unrest there 
is some idea of injustice on the part of the workers; and 
it is to eradicate this feeling that schemes of industrial 
peace must apply themselves It is a commonplare 
to say that there is no panacea for industrial dispeace; 
everyone is only too painfully aware of it. Many of the 
measures passed to secure industrial peace start from a 
wrong basis; they are meant to cure small sores on a 
body which requires a complete overhaul. The working 
classes may, and can be temporlVily appeased by a 
measure here of arbitration or a new scheme of payment 
there. But something more radical must evolve, some
thing which must kill the lurking sense of injustice now 
so oommon in the workman's breast. Herein lies the 
virtue of the principle of profit.sharing joined with co
operative manllo<>ement. Not only does such co-operative 
management help to eradicate enmity, but it gives to 
each party, employer and employee, an idea of the other 
man's point of view, of his arstUments, incentives, needs 
and diffioulties. Above all it breeds good feeling and 
mutual confidence • 

• I" uu. CIOIlIleC>&ioa tile ....... k. at &he Lee Comm;'; .. 011 tile Publie 8enioeo 
i"lndial_ 48oft ........ port. 1_) .. ., be.....t. 
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For such confidence, there is one fUi'ther essential of 
co-partnership-publicity, or, in more vulgar language, 
"putting all the cards on the table," 'fhis aspect of 
the subject has already been mentioned in connexion 
with the Coal 1i'Iines Agreement in England, In a 
public utility industry such as coal mining, in which 
every citizen is vitally interested, it is difficult for either 
employers or employees to hide essentials; but the 
provision in the agreement for full analysis of figures 
by independent authorities is as essential to the scheme 
as t.he basic l'atio which is usually regarded as its main 
claim to historicity, Such publicity, of course, is an 
essential not only of co-partnership but of all forms of 
industrial 1'approcllemellti. The Whitley Councils pre
suppose the mutual good-will which encourages it: so 
does good conciliation of all kinds. Some very perti
nent remarks on this point were made in a recent number 
of Indu8trial Peace.' Advocating Joint Industrial 
Councils, the writer says they would do two things. 
First, they would examine, in a spirit free from preju
dice, the principles of wage determination. Secondly, 
they would receive reports from a standing committee 
on th" effects of existing wages on the industry, and their 
relation to wages paid on other industries, and, in general, 
on facts bearing on the trade. The examinatiun, free from 
prejudice, of the principles of wage determination is by 
no means an easy matter for a Joint Industrial Council; 
or indeed for any council, or individual, for it involves 
many argumentative issues on the meaning of profits, 
as well as on the position of the individual industry 
This, however, has to be faced in modern industry, if not 
in the community as a whole. The author's further 
words are illuminating: 

I lJarcb, 1924: article on A Ba.i./or IndfUtrial Feu., 
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II Machinery snch as we have described wonld help to remove 
a vat amonnt of snspicion which now exista and which makes 
settlement by negotiation difficnlt. If employers agree readily to 
an advance in wages the workers' representatives are apt to feel 
that they have not asked for as mach as they might have secured. 
Employers are, therefore, apt to fight against the jast rise, not so 
much becanse they object to granting it, in the end, bnt because 
they feel that if they strongly resist the liret they secure themselves 
agaiust a seoond claim. The same consideration applies wben the 
employers are claimanta and the workers defendanta. Each side 
in tnrn is apt to think that the other will proceed to the last sta"ae 
before open conflict is reached, without actaally declaring or accepting 
war. Wage negotiation becoines the 'biggling of the. market' 
instead of an attampt to establish rates which are equitable in tbe 
circumstances. It is significant, for example, that whereas indivi. 
dual employers frequently give advances to individual workel'l!, 
no employers' association has ever, so far as we are aware, taken 
the initiative in granting advances in standard rates; nor has any 
trade union voluntarily offered a reduction in wages. The moral 
-or non.moral_tandarde of the highly competitive market 
are tacitly accepted by both aides. If indastrial peace is to be 
anything mors than an • armed peace,' maintained by balance of 
power, it mUllt, as we have already suggested, be based npon 
justice. The employers and workers, having admitted this funda
mental priooiple, most meet together and endeavonr to set np some 
.tandard of justice which can be applied to the indUlltry. And this 
• precisely wha' was attempted in the mining industry when the 
ourrent agreement W1I8 established. The real failure of the agree
ment is due partly to ita faulty drafting; partly to the abnormal 
conditioo. under which the experiment waa carried ont and whioh 
imposed, not only severe, bot quite unfair testa of adequacy and 
personal loyalty ; and partly to the failure to set np some machinery 
for join t ud aonuauou. eumioation of the operation of the echeme 
and for lioal test of the extent to which the a,,<>reed object has 
been _ured." 

Publioity has its more immediate uses to the employer. 
To show his accounts to his employees shows how capital 
is neoessary, how it has to be replaced, and how it has 
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to be supplemented. President Eliot quotes 1 an inter
esting instance: "A curious illustration," he says, 
"came to light this summer (1919) in a canning estab
lishment in the Middle West, which has a strong peak 
lasting from three to four months. The business is 
really managed by a mixed committee containing 
manager, directors, and foremen or heads of departments, 
all of whom are profit-sharers. The company is new, 
and has no credit as such, the borrowing power lying 
with the manager. Knowing that a considerable sum 
of money would have to be borrowed in order to carry 
on the business during the peak, the managing commit
tee insisted that the life of the manager should be insured 
for an amount which would cover the habitual borrow
ings for the peak. The managing committee took this 
action because it wanted to be sure of the money neces
sary to carryon the business, in case the manager should 
die before or during the peak. These profit-sharers had 
learned in a few months much about the proper co
operation between capital and labour, although the 
plan of profit-sharing under which they were working 
was a defective one." 

PrC?fit-sharing must be done in the open. The past 
year's accounts must be on the table when the year's 
working is appraised. 'l'be accounts should be full and 
clear, and the directors or managers must answer ques
tions readily and openly. Thus only will the workmen 
know for what they are working; they will appreciate 
the meaning of lean as well as fat years; they will, too, 
know more clearly the value of their own efforts and 
their place in the scheme of things. 

It is, of course, easy to say .. should" in such cases. 
The writer is quite aware of the reasons which may be 

I Artiolv cited. 
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adduced against such publicity. First and foremost 
there is the "what's mine's my own" attitude of some 
employers, or, as a writer of a series of articles in the 
, Economitlt ' I recently put it. "the ingrained aversion It 
which owntlrs and directors have to disclosing what 
they consider to be thtlir own private affairs, not only 
to their officials and workmen, but also to the public. 
Second, there is the plea that publicity may injure in· 
dividual business, or a whole industry, by disclosing 
information to foreign competitors. Now.a.days, how
ever, the larger joint-stock concerns must disclose infor
mation, if not to the public, to their shareholders, who 
sometimes form a fairly respectable proportion of the 
public. In public utility industries, such as coal 
mining, publioity is esstlntial, foreign or no foreign 
oompetition. The lights of the greater industries cannot 
tlasily be hid under a bushel. 'I'hirdly, especially in 
monopolies, profits may be so large that owners do not 
like to publish because they are so large. Behind these 
lies a healthy regard for the judgment of the commu
nity: the very desire not to publish is argument enough 
why such profits should be published, and in these days 
it may be taken that the representatives of the commu
nity, the government, must see the returns. The 
growing inquisitiveness of the government into profits, 
and the share it takes for the purposes of the community. 
is an index of the new attitude towards publioity. 
Government (lfficials are bound down by Official Secreta 
Aots not to disclose secrets ascertained in the course of 
their duties but it i:! never to be forgotten that Govern
ment is not a oompetiug industry: it is the servant of 
the community. and as suoh wield!! communal sanotion 
for its acts. 
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Such are some of the reflexions to which a study of 
the relations of capital and labour leads. Co-partnership 
is an excellent ideal, but it does not seem destined to 
solve the labour problem of industry. A gradual re
construction of industrial society seems to be inevitable: 
on what lines need not he discussed here. Co-partner
ship is a stage in evolution of a new industrial synthesis 
in which the relation of· master or employer or worker 
will be gradually transformed, when social values will 
be reassessed, and good-will will replace the suspicion, 
latent antagonism and open strife of the present system. 
The Industrial Revolution-we often forget it is only 
a century old-has given little time for men to adapt 
feudalism to industrialism; old moulds hav.e to be cast 
away before new ideas, but we are already in an age 
the industrial humanity of which would have made the 
workers of a century ago look on it as Golden. Gra
dually the asperities of the earlier years of the Revolu
tion have been smoothed by humanitarian legislation. 
Much, from the workers' point of view, remains to be 
done. Industry has many social burdens yet to bear: 
unemployment, for example, and, perhaps, pensions to 
its own aged workers. As in politics, and every other 
walk of life, new ideas lead to new institutions, and 
profit-sharing and co-partnership are the outward and 
visible signs of the yearnings of capital and labour to 
find peace and good-will. 



Part III 

Industrial Peace afld the Payment 01 Wages In India 

(J) Oeneral COlldltlons 01 Indian Labour. 

The publication of the present volume by the Calcutta 
University Press makes it possible for the author to include 
Bome reference to Indian aspects of the subjects dealt with 
here, and in the Bulletin of the Go\'ernment of India (old 
Department of Industries) on Conciliation and Arbitration,1 
of which the earlier sections of this book were originally meant 
to be a continuation. The bulletin referred to contains a 
survey of conditions outside India, and the same general order 
as applied to that bulletin would have been operative in the 
present case, had this volume heen published officially. Its 
publication by the l7niversity of Calcutta removes one set of 
official limits, and, within another set of limits prescribed by 
the author's official position;- a short discussion may he in
c1udcd on labour conditions in India so far as they affect the 
Mubjeds of industrial peace and the payment of wages. On 
profit-shal'ing and co-partnership little can he said, for the 
f('lIllOn tllllt, as understood in Great Britain and France, they 
prncticlllly do not l'xist in India.- Nor can much be said 
hl're on llIany other intl'resting labour problems in this 
l'Ountr)" su('h as wage le\'els, housing, hl'alth, standards of 
H'ving, fuctory condition~, recruitment and the I'Onditions of 
women's labour.1 

I A .unuU_'Y 01 do~l ....... 1\1:l1·ti .......... the Bull<tin woo publiabod. 
i. cl'ft'D in APf*ldis. A \0 this 1'Olume. 

t AD iDI".l'Mlinlt ... s.pHinlf'Dt. boW'f''fV. ~. dNeribfrd later in &be vn . 
• 0.. ,.....-.1 lahuur prob\coma io IDdi,. rei ........ may be modo 10 two _tly 

publiabod bouU: lAHo' i. 1004 ... by lli. 1. B. X,lman (Um ..... 19951 ...... 
I. ...... , i. 1004 ... 1004 .. ,,;,.. by lIi .. G. B. IlroujIh .... (lin. A. C. Chauerjool. 
OltoN l'Di-.ity Pt.a. 1\$. 0.. porti<alor probIomo the _ ......... Iic _ 
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Before the Great War, the outside world heard little of 
Indian labour; nor indeed did it present any urgent problems. 
The acts in the Indian Statute book which governed labour 
conditions-the Indian Factories Act, and the various Emi
gration and Recruitment Acts (for internal and external 
emigration)-ran a very smooth course. The Great War 
worked mighty changes. The gradual rise in prices weighed 
heavily on the Iudian wage-earner. Wages rose during the 
war period, though not in proportion to the rise in prices, and 
the labouring classes bore their burden patiently, till the 
rapid rise after the end of the war led to general unrest. The 
average worker hearing of the armistice had only one remark 
to make: .. Cloth (or food) will now be cheap." In common 
with his brothers all over the world he was soon faced with 
prices rising still further. Employers tried to meet the rise 
in various ways. Some raised wages; others granted 
bonuses varying with rough-and-ready price indexes; others 
provided rice or cloth at cost price, or even under cost price. 
No system was worked out, or indeed was possible in the fast 
changing industrial scene. From 1919 to 1922 there was 8 

series of strikes, small and big. Later, commodity prices 
began to settle down to workable limits; scales of wages (both 
time and .piece rate) were revised, to become more or less per
manent ; .. bonuses' granted to meet temporary. exigencies 
were in many cases merged in wages, and the flux of strikes 
subsided. During these years, however, the Indian labourer, 
notoriously difficult to organise in tra!le unions, learned one 

of infonnatioD are the annual reports of thE' provincial Chief Inspectors 01 Faetorit-t. 
On the history of factory It"gislation, Mr. J. C. Kydd's Hi6torJ oj Ftu:~ Legi6lQ. 
Lion in India (Calcutta ["niversity PreM) and Mr. A. G. Claw"s Indian Ftu:UJ" LaID 

.4:dmin'6frati01'l (Bulletins of Indian Industries and Labour. };"o. 8) may be rearl. 
Dr. Dagmar Curiel's Women', LabOf~' in Rengtd 'ndu."iu fBu1letina of Indian 
Indostriea and Labour. No. 81) i. an excellen' sonunary of the conditions of 
ff"male labour in Bengal. On the int(>mational bearings of Indian Labour. Bnlletina 
Nos. 4, 10 and 17 of the Bullf'tinB of Indian Indu8triea and Labour may be con
sulted, and also the roDnectcd debates in the Prooeeding. of the Legialative Assembly 
and Councilor State. The variOUl report. of Labour C.ommission. are referred to 
in Mr. Kydd·. and Mr. Clow·. book .... Ierred \0 ........ e. The Report of the Ind .. • 
trial Commisaion ('ontains many valuable remarka 00 Indian Labour, loa al80 do the 
Annnal Administration Rt-ports of the provincial and M"ntral g-onrnmf'ot •. 
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fundamental truth-that union is strength. Different castes 
ana creeds working in the same mill recognised a common 
interest, and this lesson has come to stay. Trade unions
as unionism is known in the West-are still unknown in 
India-but one condition of trade unionism-recognition of 
common interest-has been achieved and will abide. 

But for the failure of wages to keep pace with prices, it 
is doubtful if the Indian labour movement would have made 
such rapid progress. Other potent influences have been at 
work; but whether these influences would have reacted as 
violently on the labouring classes as many claim that they 
have done, had there been no real wage grievance, is proble
matical. Now that labour is relatively quiet, it seems unlike
ly. The Indian workman, although in most cases he can 
neither read nor write, is a sane and sober person. He comes 
to the factory for a definite end, to earn wages to add to the 
family income and to enable him to return soon to his home. 
If he earns a good wage, he is not easily persuaded to give 
up work till he wishes to do so. In retrospect it is, to the 
writer's mind, quite remarkable that in an industry so con
centrated in area as that of jute in and around Calcutta, there 
was at no time, not even at the peak of commodity prices or 
at the most effervescent climax of the non-co-operation move
ment, a general strike among jute mill employees. Local and 
individual mill strikes there were in plenty, but never was 
there any approach to a stampede of labour in the relatively 
small area, teeming with jute mills, which stretches from 
Naihati to Budge-Budge. The same is true of coal mines. 
This argues that, exct'pt for minor grievanct's, the labourer on 
this side of India is content to do his day's work for what 
he thinks a good day's wage. But other influences have been 
and are at work, and are to have a big effect on Indian labour 
in the futurt'. 

The first of tht'sc inlluenct's to be singled out is political. 
Early in tht'ir CtllllPllign, the non-co-operntors seized on 
IlIbour 8S a likely source of non-co-operating material. Tbe 
underlying ethics of the non-co-operation movement do not 
COlll't'rll us here: we art' dCllling with results. The ex-

30 
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tremist politicians strained every nerve to dislocate industry : 
in particular they tried to suborn labour employed by what, 
on the surface, appeared to be European capital. The tea 
gardens, coal-mines, and jute mills of India are largely con
trolled by European managing agents, with European 
managing staft's, and they came in for the full blast of the 
non-eo-operation storm. The political leaders did not stop 
to consider that in these industries a very large, in some 
cases a predominating proportion of the shareholders is 
Indian, and that by destroying them they would remove the 
employment of hundreds of thousands of workers. Nor, in 
their theoretical ecstasy for home-spun or • khaddar,' did 
they care to recognise that the h~~sians of Bengal and the 
piece goods of Madras, Bombay and Cawnpore were •• home
spun "-though by machinery and not by the homely hand
loom or charka. Every mill, every garden, every coal mine. 
was assailed; the arguments in many cases were suited to the 
audiences. The labour ." leaders" were not over-zealous in 
following the precepts of Mr. Gandhi. Where local circum- . 
stances provided particularly inviting material, they were 
fully exploited. Thus, in Madras, the rift between caste and 
no-caste men, and between Hindu, Muhammadan and 
Christian was sedulously widened by every artifice; in the 
tea-garden areas economic discontent, following the worst 
period on record which the tea industry had encountered, was 
fannedinto flame. The Assam' exodus' of 1921, in which 
thousands of coolies were persuaded to leave the gardens to 
return to their homes in Chota Nagpur and the Central 
Provinces, was the result. The' exodus' meant disease and 
death to hundreds of the coolies, for no preparations had been 
made for their journey by those who stirred them to leave. 
Pretexts of all kinds were seized on to urge workers to strike. 
Alleged abuse of their powers by humble police constables, 
the arrest of disorderly workers, the imprisonment of political 
leaders, and a hundred other baits were held out to lure the 
workers from their allegiance. It is not surprising that 
there were many strikes. The Indian worker was in many 
cases bewildered. One thing, however, he soon recognised, 
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that striking was not profitable. In nearly every c&se in 
which he struck for non-economic reasons, he either lost his 
job or, after a vacation on no pay, had to resume on the old 
terms. Word soon passed round that the business of striking 
was not as profitable as the leaders promised. In the early . 
enthusiasm and excitement of strikes, leaders always urged 
the necessity of forming unions: this meant subscriptions, 
and in some cases the ad hoc subscriptions reached consider
able sums. The illiterate Indian workman cannot be 
expected to be able to understand the accounts of the union 
• leaders' : but he did begin to understand that, while he 
lost money, somebody gained. Where the money went to he 
did not know, but in his ignorance he. jumped at the conclu
sion that the man who collected it must have used it. But 
the collector never returned the subscriptions; and that is why 
some leaders, who in their early grandiloquence wore the 
garlands of heroes, in later and soberer days were glad to leave 
the scenes of their heroism by back-doors, unscathed. 

The extremist leaders learnt lessons from other countries : 
in particular, they watched the developments of the Triple 
Alliance in England. A similar attempt was made in India 
to stop communications. The big railways, the East 
Indian, Great Indian Peninsular, and the Bengal Nagpur, 
offered good ground for operations. Unfortunately for the 
organisers, an aceident of their own making foredoomed them 
to disaster. In 1920, in the wake of the tea-garden troubles, 
the Assam Bengal Railway employees went on strike. After 
a prolonged struggle, the strike collapsed, and hundreds of 
men lost their jobs. A similar fate befell a strike on the 
Bengal rivers steamers. In 1921 the East Indian Railway 
employees ,,'('nt out; this was another long and bitter 
struggle, "'hit-h ended in the capitulation of the workers; and 
agaill many lost good billets. It was now definitely prm-ed 
that striking "'as unprofitable unless prompted by an econo
mic griennC6. In the Dll'antime emplo~'ers "'ere acti'l1! in 
removing real causes of unrest; wages were raised, "-"hitley 
Councils were offered or started (though they have not been 
successful), and minor grievances were adjusted. The 
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workmen began to realise that economic conditions were ·not 
so bad as extremists would have them believe. Prices were 
on the down grade, and wages did not follow them. The ex
tremist leaders were discredited and, in some big centres, 
barely dared show their faces. Labour had been irritated to 
action by inflammatory speeches, fair promises never likely 
to be fulfilled and racial animosities, but it was never 
stampeded as a whole. Yet the campaign of non-co-opera
tion left definite traces, which are likely to have important 
issues in the future. 

One important result has already been mentioned. The 
workman learned the value of unity, and the utility of the 
strike in cases of real grievance. Another result is that the 
concentration on labour by the politicians has created a 
number of labour organisations, or unions. Most of these 
are paper bodies,l but some of them are more. These are 
the nucleus of real unionism, and in some cases have been 
registered under statutory Acts. Z Such registration is not 
the work of non-co-operators, who spurn government and all 
its doings, but of labour leaders who have come into labour 
politics since the War. Some of these men started as non
co-operators, but have given up extremism and taken up 
labour ~tudy and work genuinely. Many now strongly de
nouriceattempts made to embroil the worker in politics. 
Discarded and disowned by the extremists, they have come 
to stay as the pioneers of the labour movement in India. 
Still another effect is that labour has come to a dim realisation 
of its own importance. This is not yet overt, for spokesmen 
of labour from the labouring ranks are still practically un
known. Yet, as every mill manager will bear out, labour 
cannot be handled as it was handled in the old days. It now 
requires delicate management. Brutality, bullying, unfair
ness, all quickly lead to trouble-usually strikes. The new 
self-consciousness of labour is best described by •• touchiness." 

1 Yore is said on this subject in connection with induatrial peace. 
I E.g., The Indian Comp"';e. Ad, and Act XXI of 1860 (for the r.giltration of 

.Literary aod Charitabl. Socieliea). 
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This -•• touohiness " has been particularly marked in: regard 
to the relations of workmen and European supervisors. The 
slightest affront, or imagined affront offered by a European, 
led, and stilI loads, to reprisals, sometimes physical, some
times collective, in the form of a strike. This readiness to 
resentment is a result of the preachings of extremists. 
Happily, it has died down somewhat, but during 1922 and 
1923 the records of strikes show several such instances. An 
example of the changing attitude is a strike which occurred 
sometime ago in a mill near Calcutta, for the reason that 
the manager transferred a popular European assistant to other 
work. 

Other influences have been, and are at work to give 
Indiau labour a new status. The first and most important 
of these is the International Labour organisation set up by 
the Treaty of Peace. Only those intimately concerned with 
labour legislation in this country know how much Indian 
labour owes to the International Labour Office, and its con
nected ConferenceR, Conventions and Recommendations. 
This is not the place to discuss the details of this subject. 
The curious reader \\;11 obtain the necessary enlightenment in 
the Proceedings of the Indian Legislative Assembly and the 
publications of the old Department of Industries of the Gov
ernment of India. Few countries have kept faith so 
creditably as India with the promises- made at the Inter
national Conferences. India, in common with Japan and 
other oriental countries, has adopted only adaptations of the 
main Conventions, but these adaptations were accepted by the 
International Conferences. In particular, the Washington 
Conference lias had much effect-as the labour provisions of 
the amendNl Factories Act, passed in the spring session of 
the Indian l('gislature in 1921, and the similar provisions of 
the amended Mines Act, which came into force on the 1st 
July. 1924. amply show. The Government of India and 
employers alike have been ready to co-operate in the inter
national labour conferences; each interest has been re
presented at every conference, and tbe authorities of the 
Intel"llational Labour Office have not been s10w to recognise 
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the hones~ work done by India in fulfilment of her duties as a 
member of the League of Nations. 

The International Labour meetings have had a curious 
repercussion on Indian trade unionism. The labour 
delegates for the conferences are required to be chosen by 
a majority of unions, or by a recoguised federation of trade 
unions: in other words, the delegates must be representatives 
in the proper sense of the term. In India trade union 
organisation is in a rudimentary state. There is no Trade 
Union Federation either in India as a whole or in the 
separate provinces. A body called the All-India Trade Union 
Congress, a near relation of the National Congress, does 
exist, but does not command general allegiance. None the 
less it has claimed to be the proper body to nominate delegates 
to the Geneva meetings, and this claim in several instances 
has been accepted by the Government of India, which has 
agreed to their nomination. Yet the body is a rather inchoate 
one, and its position is insecure. It may prove to be the 
focussing point of Indian unionism, but as yet it is not 80. 

When the Government of India, for the International Confer
ence of 1923, ventured to reject its nomination, the supporters 
of the Congress protested to the Conference, and to unions 
emaIl anll great in England, that the Indian labour delegate, 
Mr. Ie C. Roy Chowdhuri, of Bengal, was not a real repre
sentative. Mr. Roy Chowdhuri, it may be remarked, waR 
nominated by a large number of unions, but the Congress, and 
individual unions which recognise the Congress, sent out pro
tests broadcast. The Committee of the Conference appointed 
to elramine the protests unanimously upheld the nomination 
of Mr. Roy Chowdhuri. An incidental feature of the protests 
worth mentioning is that small unions in various parts of 
Great Britain, from London to Aberdeen, supported the pro
tests. The protests were more or less eleventh hour 
documents, and how obscure labour bodies in Coventry, 
Aberdeen and other far-removed places were able t{) judge 1>1r. 
Roy Chowdhuri's position in the short time at their disposal 
passes the writer's comprehension. Such cases are gross 
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examples of the fallacy of the preconceived idea or the hasty 
generalisation. 

The nominatiOns for the International Labour Confer
ences help to keep the labour flag flying_ When the time for 
nomination arrives, unions, or bodies which call themselves 
unions, spring into activity, often after a dormancy of a full 
year's duration; new' unions' are formed ad hoc, on paper, 
in the expectation that the delegate will be chosen by a 
majority of paper votes. The Labour offices in India contain 
records of many su('h unions, bodies which do not perform at 
IIny time relll trade union functions. These things, however, 
may not be known to such bodies as the Aberdeen Trades and 
Labour Council, the South East St. Pancras Labour Party, 
the Nelson and Distriet Weavers' Association, the Battersea 
Trades Council and Labour Party, the Leicester and District 
Trades C{)uneil, and the Coventry Trades and Labour Council,l 
",hieh protested against Mr. Roy Chowdhuri's nomination. 

Akin to the nominations for the International Labour 
Conferences, a purely Indian influence of a cognate type is at 
,,·ork. This is the system of nomination of labour members to 
the Indian and provincial legislatures. Under the new scheme 
of things introduced by the Government of India Act of 1919, 
separate constituencies have been created for labour interesta. 
The labour members are nominated, not eleeted, and a~ the 
time of election candidlltt'S busy themseh'es in finding the 
support of labour bodies, genuine and ingenuine. However 
mueh one may regret or scoff at such developments, tbe faet 
remllins tbat the formation of unions is fostered by these 
inftuenCt'S. Some of the unions show fairly regular activity, 
nnd from these it may be expected that the figure strong trade 
unions of India will develop. 

I on- bodieo aapponed .... ......- 01 .... IIeDpI Tnde UDioa p __ • 
_ ............ AIl·IDdio Tnde UDioa ~ _ Tbe IDIemaIiaaaI x..-
r...t_ ............ IhinI _ 01 Ortabor. 19l1S. Tbe..- 01 Iho JIoapI 
Tn<Ieo UDioa P-.. __ ...... Iho ......... 19l1S. Tbe IoIun 01 -.I 
01 .... Bri&iob bodieo """"",iDC .... ......-. _ doW ,be ... 0aI0II0w. lllilS. 8ee 
.... 1', ....... 01 R_., ... 1..-...., ~ C_,...... /Fifth s-iaal. No. •• 
d.,,,,, 1100 •• h ~. lItH. 
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The labouruurest which has developed since the end ·of 
the Great War, and the new work occasioned by the Inter
national Labour organisation set up by the Treaty of Peace, 
have also led to the formation of official organisations in India 
to deal solely with labour problems. The International 
Labour Office, in particular, has stimulated labour research 
and the growth of machinery to deal with labour problems; 
this it has done not only by its Conventions and Recommenda
tions, but also by the many enquiries and question aires it has 
circulated. In India the first organisation to be created was 
a Labour Bureau, under a Controller. To this bureau was 
attached a Lady Adviser, who dealt with subjects affecting 
female labour. This office was established in the old Depart
ment of Industries, in the Government of India, but it was 
abolished as the result of the recommendations of the Inchcape 
Retrenchment Committee. Although the Labour Bureau was 
abolished, Labour itself was raised in status, for a new depart
ment, the Department of Industries and Labour, was created, 
under a member of the Governor-General's Executive Council. 
Labour legislation, it may be remarked, is, under the devolu
tion rules issued under the Government of India Act, 1919, a 
central subject; that is, the Government of India is responsible 
for the passing of labour laws, although under section BOA (3) 
of the Act; provincial governments may pass legislation subject 
to the prior consent of the Governor-General in Council to 
introduce such legislation. The administration of labour 
problems, on the other hand, is a provincial subject. This 
includes the administration of the Factories Act and the settle
ment of labour disputes. The distinction between central and 
provincial generally speaking is that between legislation and 
administration, though, as pointed out, the line of demarca
tion is not rigid. The onus of labour administration falls on 
the provincial governments, and it is to them that we must 
look for the future official labour organisations. So far, only 
two offices have been created-one in Bombay, the head of 
which is the Director of the Labour Office, and one in Bengal. 
a nucleus. under a Lahour Intelligence Officer, attached to the 
Commerce Department of thc Govcrnment. In Madras there 
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is a Commissioner of Labour, whose duties include the ad
ministration of measures other than purely labour Acts. In 
the remaining provinces such labour work as has to be done 
is performed as a rule by the provincial Departments of Indus
trics. Several labour Acts, particularly Emigration Acts, are 
dealt with by other departments, e.g., in Bengal, the Revenue 
Department. It may be remarked that the various official 
labour organisations in India suffered from their youth when 
retrenchment measures were found necessary in the Imperial 
and provincial budgets. The present organisations, with the 
exeeptioil of Bombay, are only nuclei. Bombay has a fairly 
large office, and as a result, is the only province in which in
tensi\'e enquiries have been macle into labour problems--wages, 
hours, welfare work, etc. The GO\'emment of Bombay, 
through the Bombay Labour Office, also publish regularly 
a monthly Labour Gazette, the only equivalent in India of 
the regular publications of the Labour ministries of other 
countries. India suffers not Crom the lack of will to have 
lubour offices, labour gazettes, bulletins and reports, but from 
a lack of money. In the present financial position such 
things are looked on as luxuries. 

It almost goes witbout saying that, in the absence of 
labour offir('~, there were, till quite recently, no labour 
Rtati~tirR, surh as thoS(> produced by governments with higWy 
Npel'inliNcd orgllniNlltions. The lack of wage statistics was 
not ft'lt till the post-war period, when mllny requests were 
nUldl' of Gm'l'l'IlnU'nt to publish an index number of the cost 
of Ji\'ing for the working c1I1SS('S lind also reliable statistics 
of \\,U/,"'8. The eXllminlltion of the po,;sibility of constructing 
lin illlll'x numbl'r of the cost of li\'iug Cor the working classes, 
on the anulogy of the index published montWy by the British 
Ministry of LllboUf, WIIS undertaken by the Govemmeni of 
Indill, in 19:31. After full eXllmination of the cireumstances 
and con~u1t:ltion with the provinciul gon'mments, the con
struction of an all-India index was abandoned for incontro
'l'l'rtible l'l'aSOllS. The '"lI~t size of India, in the first place, 
lll:lkl'~ til(' lltility or Slldl 8n index tiuhiolls ; one might as well 
try to l'\lll,tl'lll't all illlll'x rur ul1 Eu",1''''' minus Russia. In 

31 
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the second place, the habits of the working classes very enor
mously, as does their resulting expenditure. Wheat is the 
staple food of the north-west, rice of the south and north-east. 
Interspersed in the population too are aboriginal tribes whose 
staples v.ary from place to place. Climatic differences mean 
varying degrees of expenditure on houses and clothes. Hindu 
scales of expenditure vary from those of Moslems; and so on. 
Even within a province the cost of living varies greatly; in 
Calcutta commodities are dearer, as also is house rent, than 
in areas twenty miles out of it, while in northern Bengal the 
cost of living is much less than in South Bengal g"enerally. 
To be true guides, index numbers would have to be construct
ed for quite small areas, and sometimes as many as half a 
dozen per province would be necessary. The Government of 
India ultimately decided to leave the construction of index 
numbers to local governments. At present only one index 
number is published, that of the Bombay Labour Office. It 
may be taken as a rough guide for both Bombay and India. 
Index numbers for wholesale prices have been published for 
some time by the Department of Commercial Intelligence of 
the Government of India (which has now absorbed the re
trenched Department of Statistics). Index numbers in India 
must be regarded as only general guides; the figures on which 
they 'are compiled are often unreliable, though in the result 
errors may cancel each other.1 

Wage statistics, of a sort,. have been collected for many 
years. The source of publication is the annual Prices and 
.wages in India, published by the old Department of Statistics, 
now apsorbed in the Department of Commercial Intelligence. 
YV age statistics are also given in the annual reports of the 
Chief Inspectors of Factories, from which, along with inde
pendent enquiries made of individual employers, the Depart
ment of Commercial Intelligence (or, rather, the late 

J The decision 01 the Government or India on an index number for the ""orking 
duaea WIUI p'lhtiAhed in thp Govp.mmp.nt 01 India (Department or IndWJtries) 
Resolution, No. L. 1!!19, a.",a the 1st May. 1!129. The R.port on the 0001 of 
living of t-he working cla8ses in Bombay pnblishl'd by thp RlmhRY Labanr Ofli("(' 
iu 1022, shnnId .. len bto J'Md In this Ctmnl'rlion. 
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'Department of Statistics) used to find its materiaL In 1921, 
the Government of India attempted to conduct an all-India. 
census of wages; this enquiry was the necessary supplement 
to the enquiry regarding index numbers. The ready co
operation of employers was secured; minute forms for the 
better organised industries were drawn up and local govern
ments were asked to collect figures. The result has been 
c1iRappointing. Employers hRve proved ready to assist, but 
the machinery of co-ordination has been absent. A wages 
census requires a well-organised office, and this neither the 
Government of India nor the provincial governments (save 
Bombay) eRn at present afford. Much care was exercised 
oyer the compilation of the necessary forms by the Government 
of Iudia. Employers furnished lists of occupations, or trades, 
in their works; and very detailed instructions were printed 
to guide mill managers in filling in the forms. But, though 
milch valuahle information was seeured, it is quite impossible 
to compile R relll census from the results. The first cause 
of the lack of success WIIS, as pointed out, the lack of well
orgllnised lubour offices. The second was the nature of the 
task. No c('nSU8 of wages on an all-India basis will ever be 
feasible save for all-India services, such as the railways, posts 
and telegrllphs, and even in these the most minute comparison 
of dl'tnils will be essential. A general census of industrial 
wnges of a kind may, with much labour, be compiled, but one 
or two fnet{lrs make it not worth while. The difference in 
nomenclature, for one thing, is so great from province to pro
yinl'(' as to mllke comparison misleading. The word mistri, 
for example, does not mean the SRme all over India, though 
it is in univprsnl UO'('. Then I\~in there are no standardised 
\HllllpS for trades or occupations in thp same industry. Even 
in thl' compllct jutl' luill industry of Bengal, it is stated that 
Workl'fS on thl' SRme prorpsS('s in nl'ighbouring mills have 
Rnllletiml'~ diffl'rent nnme>" or, "'hllt is the same thing, work
e..,. wit h thp MOle functional name work on different proces.ses. 
?finute examinntion of returns and minute enquiries can 
surmount tht'S(' diffic\lltie~. hut wht'n the task is en('nded to 
All-India. its magnitude may be imagined. AgAin, there is 



244 PROFIT· SHARING AND CO·PAR'l'NE!\SJUP 

the vast difference between real and nominal wages or be
tween paper wages and total earnings: this introduces a 
difficulty which of course is not peculiar to India, but which 
is very much magnified here. The pay sheet of a mill does 
not show the total wages of the worker in every case. In 
addition to his wages, he may receive a free house, or a house 
at a rent much less than the rent would be if the house were 
let on a free market; he may receive presents of cloths (dhutis) 
at the puja time; he may get rice from the mill at a cheaper 
rate than he could buy it in the bazar ; medical attention may 
be free or a small charge may be made for it. In agricultural 
work-or semi-agricultural work, such as indigo factories and 
tea- gardens-the worker may have free land, or land at quite 
a nominal rent--the terms vary from garden to garden. On 
the other hand, the workman may have to pay a fixed sum for 
his job to the sirdar, or contractor. There are hundreds of 
ways in which wages and earnings may be confounded, and 
the purchasing power of wages varies from a dozen different 
causes. A true census should show a true comparison. Com
parative values for income other than money wages vary from 
province to province; cheap rice in Bengal may be a greater 
concession than cheap wheat in the Punjab; free quarters in 
Bombay or Calcutta are much more valuable than a similar 
concession in Cawnpore, Madras, Sholapnr or Dhariwal. 

The only feasible method of compiling a census of wages 
is through the agency of the provincial governments. The 
work requires staff, and, if it is t{) be regular, compulsory 
powers. There is no Act in India to compel employers to 
give returns for census purposes, nor does it Sl'l'm likely that 
such an Act will be passed in the nl'ar future.' The returns 
so far obtained have been voluntarily given. Inspectors of 
Factories may examine wages books, and, though wage 
returns are not made compulsory under the Factories Act, the 
the complete administration of the Act requires such 
returns. They are indeed prescribed in the forms issued by 

1 The Government of Bombay. hOWeVf'f. bave introduced a CompollOry 
C.n8US Bill. 
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the. GoverOlllcut of .Bengal uuder sectio!l35 Qf. the "Act. .On.e 
section, in particular, implies the need of wage returns
section 31,1 which prescribes the minimum overtime rate. 
This section, a legacy of t4e Washington Conference, is the 
first real wage census legal obligation in India, for a knowledge 
of overtime rates presupposes a knowledge of normal rates. 
But since 1921, when the amended Factories Act was passed, 
Illlother Act has come to the rescue of the Factories Act : that 
is thc Workmen's Compensation Act, which came into effect 
011 the lKt July, 1924. The Government Commissioner for 
\Vorkmcn's Compensation, 01' the Courts which administer 
the Act, employerH, insurance companies and all concerned 
IIl1lst. have wage returns; otherwise the Act could not be 
aominiHtereo. In pnl'ticular, the \Vorkmcn's Compensation 
Act will go II long way towards regulating contractors' 
labour.' In India contract lnbour is COUlmon, particularly 
in engineering works, lind so fill' it has been very difficult to 
get frolll thl'se works the returns necessary for the proper 
noministrution of the Factories Act. Such returns under the 
FactoricH Act, ano thc Workmen's Compensation Act will of 
(,OUl'S1' show only the wages entered in the columns of the 
wages-book. They will not be the actual earnings of the 

, 1" Whrl'\'. w,d"r tht' pru\'iaions of lIIub·a«tioo (1) of S«tiOil 00, any factory 
hu ~D nt>J:upl('t) frum tlu· provilJiona or 8('('tioo 27. eVt'ry ~non employed in 
aUt"h rlk'hlfY for mtll"P Ihan ailt.y hours in anyone wt"dt .hllU be paid, in 1'l'8p«' 
of Ihe u\'t."rtimr •• , .. rat~ ,,-hid, t'h.U ')(' at kIst one and • qll.~r til1lt"8 the rate 
nt ""'hi,,h ht' ,a Donnally Imid.·' 

I ~tio" l~ «I) 01 tilt! Act " •• ..1, :-
.• Wht'h!- an)' pt'hOll (ht'I'\'iuafh'r in thie Ik'Ctioo n·(t"rn'«i to as" Ihe princ:oipal) 

in lilt' ("OUfM' of or for lht, purpua."6 ol hi' Lrade or buaiot"U oontrarls 
With any lllhl'r pt'r"*..\I\ t~'in.f~r in 11". B«tioo relerl'f'd '0 .. 'he 

t'unlnc-tur\ (ur tht' t'):t"t'ution hy or unde.r d", C'QIltndor of the .hole 01' 

nll~' I)f.rt. of any \\'ul'k \\"bil"ll ia ordinarily pan 01 the trade 01' buaioeea 
ur tiM!' princilNlI. tht" prtoeil .... allan be Ii.hl~ to pay to any workman 

rUlpl..lyN in tlWl ut't"utiou. of tbe wort any compeo.,.tiOll whieb be 
,,'UUld h.\~ llif't'tl Ii.blt!' W pa, if lhd 1rUI'kwaD b.d bftoa iJwoetdi.ately 
t'-lUplO}'t'd by him; .nd wik"re COWpe'llPtion it daimt'd rruo abe 
prin<;pal. \hi. Act shall .pp1y .. if ...c_........ 10 !.be priocipal -.. 
.ubotiluW "" "".- 10 tho _PIOJer _pt that tho _I 01 
..,..' ........ lion shall be caIouIo&<cl will, ..,1_ 10 tho __ 01 !.be 
·."Om ..... and« tbe ... plo:<" by whom be ;" immedi.1<Iy -plorod." 
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workers. But they are the genesis of and preparation for the 
wage censuses of the future, when India can afford them. 

From the above it will be gathered that the sporadic 
nature of the wages returns is only an index of the relatively 
unorganised state of Indian industry. In the main, of course, 
the processes in Indian mills are the same as in similar mills 
in other parts of the world; only details differ, to suit local 
conditions. The method 1 and kind of payment and the 
nomenclature in India differ. Organised trade unionism, with 
its clear-cut demarcation, as rigid in many cases as ID<lian 
caste, between different trades or occupations would eliminate 
many of the difficulties; but such organised unionism in India 
is still far off. What organisation, both of labour and of 
employers, does in other countries must be done in India at 
present, if done at all, by the co-ordinating agency of govern
ment. So far, it must also be said, reference has been made 
only to the major Indian industries-such as cotton mills, 
jute mills, coal mines, sugar factories, woollen mills, and 
municipal employees. India is honeycombed with un
organised industries of which no returns are available. The 
writer has tried through private agency to secure some such 
returns, and what he has seen shows great variation even in 
the same city in the amount, type and method of payment-a 
variation which it is almost impossible to co-ordinate. 

For a proper comprehension of the existing industrial 
position, something further must be said on the Indian factory 
operative. The cardinal point to be bome in mind, when 
comparing him with woi'kers in the west, is that the Indian 
workman is originally an agriculturist. ExCept the very 
small, insignificant minority of workers sometimes called 
" landless labourers," every artisan, every worker, whatever 
his caIling or grade in his calling, has some connexion with 
the land_ The factory worker comes to the big towns from his 
family homestead. For the earlier part of his life, he works 
on the land. As younger brothers grow up, or as older 
brothers or other relations return from towns and factories, he 

1 Broadly speaking. of oourae. the maiD method. are thE' .. me (time and piecel; 

Ihja ia ditcwoaed !ale\'. 
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leaves his home to get work, to earn wages. His relations, 
or someone he knows, perhaps a sirdar or overseer in a mill, 
or someone who will introduce him to the sirdar, will get him 
worK. But every year he will do his utmost to get back to 
his ancestral piece of land-one month, two months or three 
months, whatever leave he can afford or can get from the 
sirdar under whom he works. His place at the mill in the 
meantime may be taken temporarily by a relation or a friend, 
perhaps an outsider, but it is part of the code or honour that 
the temporary man, or budli, will not try to get the job per
manently, or pl/cca . Year after. year the same process is 
repeated. If the man is quick at his work, intelligent and 
skilful, he will soon become skilled; he will earn good wages 
and send an increasing share to his home, to his father or 
mother, or for his wife nnd children. His wife and children 
do not accompany him to the mill, unless he can afford t{J 
keep thrm in premises outsidc the mill compound. With 
increasing seniority he mny become a &irdar, thc ambition of 
1111 workers. As a sirdar he will be able to give jobs to other 
mcn-at a price. He will perhaps become a small landlord, 
and his men will live in the houses he owns; they will pay 
him rent as well as a fl'e for retaining their jobs. He may 
alt!O invest his savings in a shop, and the men under him will 
naturally buy their provisions there. As their sirdar, too, 
he will lend them money when they are in difficulties, again 
at a price. In his own native village he will buy more land, 
his wife will have more ornaments and better clothes; IllS 
children, if they do not come to the,. mill to follow ia tllcir 
father's footsteps, may go to school, beeome babus, perhaps 
change their names from their artisan appellation to a name 
signifying a high cast~.l In these days, indeed, of responsible 
government, their path i~ clear to the legislatures and the 
ministerships. The sirdllr himself, well furnished v.ith the 
goods of this life, alld full of years-or perhaps only ill lato 

1 Tho roaordo of \he Uni~11 01 Caleolta boor .... -, to Ihi.. A opocial 
r .. ia oIIupI b1 \he Uni_11 for ""- 01 n.-. -, 01 which ON 01 Ihia 
Iypo ( •. , .• x ..... abr \0 Ral). 
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middle age-will return to his land and people. He will in 
all probability have so arranged matters at the mill that, if 
his control has gone, the family power remains. His younger 
brother, or son, or cousin will step into his shoes; and the 
mill will in the future provide, as in the past, for the mem
bers of the family who have to go to the great outside world 
to earn money. 

In few, in very few cases does the workman •• set up 
house on his own." He is a family man, living in a joint 
family, with joint property. This differentiates the Indian 
workman from the western workman so much as to make the 
same labour categories apply only in a limited sense. Hence 
arises the necessity, at the Geneva Conferences, of changing 
what has to be changed, in respect to India, when these Con
ferences frame their Conventions and Recommendations. 
Hence also arise the very different conditions which are ap
plicable in circumstances which prima facie may seem suitable 
for western machinery, such as conciliation or arbitration. 
'The Indian factory operative has an independence quite un
known to the workman in the big cities of the west. If he is 
dismissed, he may try to get another job; if he doesn't, it is 
of small import, as he will go home. There he will be of 
some use, though the money he sends may be more welcome 
than his presenr.e. At any rate, he will not starve. He will 
get house room, food and clothes, and he will also be able to 
do some work. He requires no help from rates or taxes; in 
short, he creates no unemployment problem. 

Thus to apply the categories of western labour to the 
Indian workman is quite out of place. The agricultural 
connexion of the Indian gives him a position now unusual in 
the west, though in the first stages of the Industrial Revolu
tion there was more similarity to the Indian conditions. The 
Indian has his joint family, which is the centre of his hopes 
and ambitions; he does not set up his own household when 
he marries or cut himself off from home associations save for 
occasional visits. This difference in social conditions accounts 
in part for what, to the outsider, may appear to have been 
almost reckless lack of commonsense ill the Assam cooly 
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exodus. The coolies, in fact, were returning to their homes 
in Chota Nagpur and the Central Provinces. Their return 
in such large numbers, was likely to prove embarrassing to 
their native villages, which could ill-stand such a sudden 
influx. But each man was going to his home, and there is 
nothing unusual in that as far as the Indian or aboriginal 
workers are concerned. Each individual preserves the lien 
on his homestead, and the homestaying family would never 
think of rebutting it. But a similar exodus from a big 
western industrial city is unthinkable; the English workman 
has his home beside his work, and when he is out of work he 
has no ancestral farm to fall back on. Signs are not wanting 
that a permanent factory population may grow up in the great 
industrial centres of India. Owing to reasons which have 
already been stated, the labour turn-over per annum in most 
mills is very large. Men come and go in remarkably large 
numbers; but e~pecially in the case of highly skilled men, 
there is a tendency to remain in work for long periods, in 
some cases for life, with very few breaks. This tendency 
will not be accelerated till the workman can settIe with his 
family near his work. The average artisan does not desire 
his womenfolk to live very near mill areas, but some mills, 
outside the big towns, are now encouraging permanent settle
ment by providing small patches of land or semi-detached 
dwelling houses, which admit of the necessary family privacy 
and deCt'neies. This tendency, already visible in many 
cases in the professional classes, may lead to the break-up 
of the family system and the growth of local Birmingliams, 
Oldhams, and Huddt'rsfields. Whether it is a healthy move 
may be very much doubted. It is to be hoped that, if India 
is to be industrialised, she will be able to retain some of the 
more beautiful of her social institutions, and to prevent mucli 
of the ugliness of wt'Stem industrialism, so far as her workers 
are concerned. 

Another feature of factory life in India which must be 
noted before we proceed to discuss industrial peace is the 
multitude of dilferenCt's which may)le found in almost every 
mill-dilferenCt'S of raCt', religion, language, caste and 

83 
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custom_ Thus in the Bengal jute mills may be found Sikhs 
from the Punjab, acting as gate-keepers, Gurkhas from the 
hills, also gate-keepers; Punjabi Muhamniadans, as fore-men 
or skilled engine-room mechanics; Bengalis (Hindu and 
Muhammadan), Uriyas, Bilaspuris from the Central Pro
vinces, Biharis, United Provinces men, of both religions, 
Madrassis, a fair proportion of whom are Christians, perhaps 
a block or two of aboriginals from the Central Provinces or 
Chota Nagpur_ Among these various types there is pra.cti
cally only one thing in common-their membership of the staff 
of a particular mill; there is yet no common feeling arising 
from work in an individual industry_ Each of these groupR 
has its own customs, some of which are as rigid as the laws 
of the Medes and Persians_ Several have distinctive lan
gauges. Even Hindi, which carries one far in India, will not 
bridge the gulf of language between the Dosadhs of Bihar and 
Madrassis. In several instances religions differ, and the 
biggest difference of all-that between Hindu and Mussalman 
-' is an element ever present in the mill manager's mind, and 
at certain periods, a cause of much anxiety. The only 
circumstances comparable are the differences among immigrant 
labour in the United States, but even they are insignificant 
when contrasted with Gurkha, Punjabi Mussalman, Bengali 
Hindu, Uriya, Madrassi and Bihari working side by side. 
External observers are apt to Batten out all such racial, 
linguistic and religious differences under the generic name 
,!. Indian.'! The word" Indian" means much in the higher 
realm of politics; it means little or nothing to industrial 
labour. Only education, and the mutual tolerance bred of 
education, will soften the differences. Living in close con
tiguity in circumscribed areas, and service under one master, 
may lead to temporary unity, e.g., in a demand for a general 
rise of wages; but continuous and sustained common action is 
as yet out of the question. 

A few further remarks of a general nature are necessary 
before we pass on to discuss industrial peace in India. The 
numoer of workpeople engaged in organised industries in 
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India is only one per cent. of the population,t as compare"d 
with 71 pet; cent. supported by agriculture. Industry as a 
whole supports 10 per cent. of the population but nine-tenths 
of these are occupied in unorganised industries connected with 
the supply of personal and household necessities and the 
simple implements of work. The administration and protec
tion of the country occupy nearly 5,000,000 persons, or one
half per cent. more than are engaged in organised industry. 
The one per cent. occupied in organised industry are spread 
over a very wide area. The Industrial Revolution in India 
is visible only in patches; India, in spite of her factories, is 
still very predominantly an agricultural country. The big 
industrial centres Can almost be counted on the fingers of one 
hand-Calcutta, and environs, with her three-quarters of a 
hundred jute mills, her jute presses, engineering workshops, 
('otton mill8, and miscellaneous factories; Bombay, with her 
cotton mills, Ahmedabad, also with cotton mills; Cawnpore, 
with her cotton and woollen mills and her tanneries; Madras, 
with her cotton mills and tanneries; and Jamshedpur, "the 
biggest centre of the Indian iron and steel industry, an 
object lesson to employers and, incidentally, a small storm 
centre of labour; Lahore, Dhariwal, Delhi, Nagpur, Sholapur, 
Aeansol and Jheria (the Bengal and Bihar coal-fields), are also 
important industrial centres; but, on the whole, industrial 
India is widely scattered. One or two centres offer oppor
tunities for the intensive organisation of labour, and during 
the last few years they haye had the concentrated lights of 
both political and labour organisers turned on them. The 
cotton mills of both Bombay and Ahmedabad offer, for experi
ment, compact bodies of labour working in the same industry. 
The external conditions of unionism are present for the 
founding not only of individual unions but of a Bombay 
cotton trade union federation. On the other hand, it is diffi
cult to envisage an Indian federation of rotton mill operatives, 
for Cawnpore is not likely to be easily linked up with Bombay. 

I Tho populoll... of British India. ..-diDg to tho 111111 _. .. .. 
I&7.00s.i98 ponoDa. Tho populallOD of tho Indiul !lIaIoe .... n.939.187. 
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Still less likely is a union of Bombay with the Bengal cotton 
mill operatives, although the latter are few and relatively un
important. The jute industry offers the best ground for a 
federation of workers in the same industry. Few industries 
in the world are so concentrated in area as are the Bengal 
jute mills: yet, as pointed out previously, there is not the 
semblance of a Jute Mill Employees' Union or Federation; 
indeed there are only sporadic, and rudimentarily organised, 
unions in individual mills. The jute mill industry, it may 
be remarked, employs about 320,000 persons.! 

The only' unions of any importance organised on an all
India basis are the railway unions and the post and telegraphs 
service unions. Even in these cases the, vast area, and the 
multitudinous interests which that area implies, make success
ful organisation exceedingly difficult. Facts such as have 
been set out above require to be set down to remind non-Indian 
readers that the term Indian labour requires careful examina
tion, especially when used in international relations. India 
is a continent in herself, with more varieties of language and 
custom than Europe, and the process of moulding a unity
from the points of view of the politician and labour organiser 
alike-requires time. 

Space does not permit digressions into the very interesting 
subject~ of housing, welfare work, migration and other labour 
problems. Suffice it to say here that vast strides have been 
made in 'recent years in all that appertains to the good of the 
worker. It is true to say that, if labour organisers, or as they 
are often called .. agitators," have been active, employers 
have been still more active. Before the war much was done 
to provide houses and sound sanitary conditions in industrial 
areas and in individual concerns. The great profits earned 
during and after the war have greatly accelerated develop
ment. The housing conditions at most jute mills, for 
example, are of a high standard, though detractors may some
times cavil at the type of house built. The houses are much 

I The actual number in 19'J3 w .. 822.647. an inereue of 6,000 on lb. 1911i 
ligures and 41,000 on the 1~ ligures. 
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better than the homes from which the workers come: in some 
cases very markedly so. Welfare schemes are common. Some 
concerns have highly paid supervisors for their welfare 
activities, which extend to conditions both within and without 
the mill. Primary education receives a great deal of support 
from industrial concerns, some of which have their own 
schools. Medical help is given in all fol'Ill&---dispensaries, 
hospitals, nurses and maternity benefits. In some cases 
owners' associations have taken pains to instruct their super
vising staff in their duties towards labour. A conspicuous 
recent example is a volume compiled for and circulated to tea 
garden managers, assistant managers, etc. This book con
tains a full account of the customs of the various types of 
labour recruited for tea gardens, to enable the staff to under
stand, and deal sympathetically with their labour. The post
war employer in India, at least in the big and well organised 
industrial concerns, is as enlightened and as sympathetic as, 
in many cases m!>re so than, his brother employers in the 
west. 
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(2) Industrial Peace in India. 

Before proceeding to deilcribe the measures taken 
by the various governments in India to deal with strikes, 
it is first essential to give some id(a of the number of 
strikes which have been recorded since 1921, the year in 
wh ich official figures were first published. The following 
tables show, in summary fashion, the approximate 
number of strikes, the number of work· people involved, 
working days lost, and also the distribution of demands 
and results :-

1921. 

TAB •• ]! I. 

lnilu8triat Di'putea tlurin!11921. 

Number of No. of 
ProviDce. disputes. workpoopJe DayS IOB~. 

involved. 

Assam ... ... I 2,000 2,000 

Bengal ... ... 150 254,982 2,990,253 

Bombay ... ... 156 142,825 1,439,946 

BlIrma ... ... 27 13,536 182,707 

Bihar and Ori.sa ... 10 22,188 208,OH 

Central Provinces ... 5 4,782 42,304 

Madras ... ... 21 32,187 783,165 

Punjab ... 6 3,500 H4,560 

United P"ovinces ... 18 35,000 835,200 -
Total for India ... 394* 511,000 6,628,201 

• or tbeae 894 .tncea in the year 1921, all but 20 began, and all bot 8 oDded, 
during the year. 
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TABLB II. 

DiltrilJatiolt of lk",aM_1921. 

Pay 

Bonue •.. 

Personnel 

wve and Hours 

Others ... 

DelD&Dd .. 

... 

... 
Total 

TABn III. 

DUt""t;OIt of Rmdtl-1921. 

Su_uu\ 

Partially 8U-'0\ 

lJosuOOt!68fu\ 

Indefinite 

Not known 

Not oettI.d 

Tolal 

Number. 

174 

75 

63 

10 

7! 

894 

NIlIIlber. 

97 

91 

In 

IS 

16 

II 

894 
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1922. 

TABLB I. 

Ind./.trial Dilpute, duri1lfl 1922. 

Province. 

Assam 

Bengal 

Bibar and Ori .... 

Bombay 

Burm .. 
- . 

Central Provinces 

Madras 

Punjab 

United Provinces 

Total for India -----

Nomberof 
dispute •• 

1 

93 

12 

]45 

9 

4 

11 

1 

12 

284* 

TABLB II. 

No. of 
workpsoplo 

involved. 

600 

198,702 

34,ln 

159,968 

11,484-

9,208 

8,361 

847 

17,777 

485,434 

Di.tribution of Demand.-1922. 

Demands. 

Pay 

Bonus 

Personnel 

Leave and Honrs .•. 

Otbers ... 

Not IrnOWD 

Total 
• Que fltrike commOD to iYe Pl'01"'iuCBI. 

Day.lOlt. 

9,000 

1,803,750 

744,941 

163,111 

121,238 

102,1!86 

40,986-

9,826 

876,989 

8,972,127 

Number. 

129 

82 

52* 

19 

46 

8 

284 
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TABLB III. 

Dulru-Nti,," of Re.tdu-1922. 

Successful 

Portially snllCl'tlSrnl 

Unsuccessfnl 

Ind.finite 

Not known 

Not settled 

Beault .. 

Total 

19t3. 

TARLK I. 

INt" .. lri,,1 IJi.p.'~' tlNn·.g 1923 

Number of No. of 
Pro,.iDC't'. di.JMlIe&. wnrkpMple 

illivol .. ed. 

Bengal 67 137,5t9 

Bibar and Orissa 2 6.070 

Bombay 107 99.956 

Burma S i2,StO 

C~nlnl Provio ....... " 2,6 Ii 

~1 .. lns 14 7.!l30 

1'lIlljab 2 -lIS 

7 I IO,S35 Foiled Pro.in ...... 

Total fnr 1 oJ i .. ~i1~ss,1il 
.--.----

33 

Number. 

35 

26 

190* 

19 

10 

----
2E4 

Day. Joet. 

1.2H.569 

8·l.UO 

i! .9ll,S63 

422,497 

41.7~6 

23,..'106 

1.375 

78,26~ 

4,821,028 
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'l'AIIL~ ll. 

Di.tribulioll of Demand., 1923. 

Demauda. 

Pay 

lIonus 

Personnel 

Leave antl Hours 

Othet's ... 

'rot "I 

I 
::: I 

Number. 

98 

13 

46 

9 

211 
______ - ________ . ___ 1 ____ ~ 

'I'ABLB 111. 

I)i.lribillioll of Rw.lt., 19~3, 

Heaul! •. _____ r Number, 

SuccessFul I 3~ 
Partially sUCl'es.ful 17 

t108uece .. ful 151 

Ind.finite 

Total 

I 11 
i--
i 21\ 
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'I'AB(,R I. 

/lUlNitrial Di.plot" in Bengal "uring tile half-yeaf ".djllg 
/A, BO/t. 111114, 1924, 

No. of di'put.el. 

36 

l'IIY 

BOIIU8 ••• 

[,.n\"(l IIllI \lU1II8 

O~he .... 

l'r.rtially 8u~flll 

lTn8u~ful 

Indefinite 

No. of WOl'Kpeople involved. 

38,400 • 

T&B(,E U. 

Di./robK/ion of Dem,."d •• 

Demaods. 

Totll 

'1'ABU HI. 
Didfi/i"tiOli of Bu.till. 

Total 

... 

D&Y81001. 

685,600 

Number. 

14 

Nil 

10 

2 

10 

38 

lIambor. 

8 

4-

21 

a 

36 
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The ahove figures are approximatc, as the coJlection of 
statistics of industrial disputcs is in a rudimentary state in 
India. In particular, it is quite impossible to give accurate 
figures of the number of days lost, In an Indian strike there 
is often no clear-cut beginning or end to the strike. In many 
cases the workers dribhle hack to work casuaJly and indefinite
ly, and factory managrrs themselves find it difficult to say 
in such easps when normal working is rrsllIIl('d. The figures 
in the above tables thus' only represent rough calculations, 
hut they serve to give an idea of the very strong hold that the 
strike now has on India. 

When the strike fever was at its height, in 1920-21, 
the governments of the two chief industrial provinces in 
India, Bengal and Bomhay, deemed it expedient to appoint 
Committees to examine the situation. Roth the Committees 
published report~.l The Bengal Committee was appointed 
as the result of a resolution, moved hy Mr. IL C. Roy 
Chowdhury in the Bengal Legislative Council, to the 
foJlowing effect ;-

.'. This Council recommends to the' Governor in 
Council that a Committee he formed to 
inquire into the causes of re('ent strikes of 
workmen in Bengal, and to advise what 
remedial measures should be adopted." 

This resolution was passed unanimously, and a CommitteI' 
with Mr. (now Sir) John KelT, then Member of the 
Governor's Executive Council, now Governor of Assam, as 
Chairman, was the result. The Bombay Committee was 
appointed by a Home Department Resolution, dated the 18th 
November, 1921. Both Committees were at some pains to 
examine, the causes of the rccent strikes, and to !!uggl'st 
remedies., •. The Bombay CommiUt'e went further afield, and 
guve its views on almost every dl'partml'nt of labour activity 
-' welfare work of all kinds, co-operative societies, housing, 
grain shops, liquor shops. e\'t'n pl'Ofit.-shnring ancl rO-]1al'tnl'r
ship, On t.ht' suhjl'(·t IIIHlt'1' illlml'lliatl' cliHc'ussion, inclllstrial 

) Rt'JlOrt of tht~ Couuuit~ un Industrial elln.'St. Ut·Utcal. ('alculta, H,.J1. i 

Report of the Iudurstrial Disputrs Commiuee, Boruhay. lU'JiJ. . . . . 



peace, both Committees were more or less in agreement, 
although the local circumstances were by no means the same. 
In both provinces strikes had been very frequent and the 
strikes had certain features in COlllmon, as summarised in the 
Bombay report :-

(II) The fn·qul·nl")" of the strike without notice. 
(/J) '1'he absence of clearly defined grievances before 

striking. 
(e) The lllultiplil·ity and sometimes the extravagance 

of the I"laims put forwarcl after the strike has 
begun. 

(d) The IIbs('n("l' of IIny ('/fe("tive organisation to {or
nllllate the daims of the operatives and to 
secure respect for Il\.y sr-ttlement that may be 
made. 

(r) '1'h(' inl'rellsing solidarity of employers lind 
t'mplllYl,('S, an(1 tht' ("aplI("ity of the operatives 
to remain on strike for ('onsiderable periods 
dl·spite thl' lack of any visibll' organisation. 

The Bl·ngal Cllllllllitt~'(·, having analyst'cI 137 strikes which 
o('cUlTed within a period of nint' months. nlltt'd the existence 
of nUIIl)" non-l'('ollllmil' l'allxt's and" trivial complaints which 
in nlll"llllll tim!'s wouM I]('\"('r haw I,'sultt'd in strikes," and 
(IIrt-hl'r nna\ysi:< of thl' strikl' 1"!'(1l1"lls in Rl·ngal shows that 
thl'l"!' i:< /lhu'ndallt l'vidl'1ll1' in Bl·ngal of l·\"t·ry item of the 
nhow-Illlolt'll SlllllllUlfY o( I"IIIlr:tct\'ri:<tiN< giwn in the 
Thllllbny n·port. ~onll'thing (urthl'r .mllst Ilt' suid on this 
slIhil'('t in thl' light of slIhsl'qllt'nt l'xlk·ril·n' ... • in wlk'n'r tinu·s. 

In illllustrial displlt\·s in Inllia. with \l1'rllR\ls tht' l'xrell
tion of AIIIIII~I .. Io,ul. wlll,ft· ullionism is 1IIU1~ ,uhan('('d than 
('\",'wh,·ft·. till' outstalllling fl·a!lll"l.· is thl' hwk of organisation 
0\1 thl\ part of th,' strikl'fS. To this hoth the Thmlbay and 
Th·ngal (\mllll i t It ... ·s m,ull' poi ntl~l .... ·fl·n·nl'(' : and the Ik)si lion 
is wry nllll'h tht' "'Ill\(' 1I0W as it WIIS in l!)~O anti H)~l. wht'n 
1 .. Io .. nr fdl Ih., lirst Rnsh of its ~·Ollllg stn'II~>1h. H\lJl(Ift'll~ of 
st .. ikl·s hnw 111111!' nlllll'" tIll' wril.· .. ·s .1l1!n iz;t Ill ... ,. hnt it is 
"illlost IIlliWI"",I\l~' trill' to "'l~· thnt in Ilot Olll' of thl'S(' slrik.", 
wa» there Ii body which l'Oulll t'l.\IIII11:1I111 thl' obto(lil'nre of its 
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supposed members. Unions there have been in dozens, but 
the unions in many-in most-cases have been mere strike 
committees, led usually by a politician from outside the area 
of the dispute. or by a bona fide labour organiser or sym
pathiser. These strike committees spring out of momentary 
excitement, and they command very temporary allegiance. 
A full night's sleep is often disastrous to them; as often as 
not the strike breaks up or continues in spite of them. They 
cannot control either the strike or its settlement. The first 
essential of organised industrial peace in India is organised 
labour. In the reports of the Bengal and Bombay Com
mittees reference is made to labour unions. Both Committees 
recognise the beginning of a trade union movement, although 
they also recognise that in most cases the • unions' are only 
strike committees. At the end of 1\)21,1 as reported in the 
Bombay Committee, nominally there were 48 unions with 
79,614 members in Bombay; 12 unions with 20,863 mem
bers in Ahmedabad, and 17 unions with 8,254 members in 
the rest of the Presidency. In Bengal, during the last four 
years, there have been sOllie 732 labour organisations, but 
the membership is quite problematical. Figures might be 
given but they would be fantastic. When a leader, labour or 
political, founds a union, he gives as its membership all the 
workers in the concern, although perhaps three-quarters of 
them do not know of the exiRtence of the union. (Tn ions, as 
already pointed out, are founded from various motives, and 
all that is necessary in some cases is a paper existence_ Few 

1 The )ale1st available returns (rrUin tile Bombay Lot,o,If Gaulle 01 Jun;·. 
1924) ahow that there arc 10 principal tradc unions in Dombay City. with H 

membership of 9:1 ,888 i 7 in Ahmedaball with 15,850 memberl. and 6 for Lhe re"t 
of the Presidency with 8.891 members. The total membership in the Presidency 
ia thus 62.129. An attempt ha. aloo beeD made by the Bombay Labour om"" to 
calculate the income and expenditure of tbe&e union. per month. The rault. Ire 
published periodically in the Labour Gazette. 

t Excluding branch orgsDil.tiona. A large proportion of the uDioDS art" 
blUJdralog. (i.e .. upper cla88C8. 3S. distinct from working clua) organisations. On 
very few of the mnnaging committeea are there repJ'Hf'nlatives or manual worke .... 
lleDtion 8180 may he made or tile attempts of unions to publish official org.mer.. 
Several of the all· India union. have vublishNl wcb organs for some yean, though 
their fmancial position is always precarious. One or hvo orgawaations in BfDB.l 
have publiah"ed pnpf'TfI from tim.- to tim. 
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unions have a real hold on the workers in India. The only 
real hold is exercised by a dominating personality such as 
Mr. Gandhi, or by a strike committee; and that is temporary. 
A union implies permanency of organisation, continuity of 
purpose, and recognition of common aims, and even the best 
unions of this type (e.g. the railway unions) are only in the 
early stages of making. There is no Trade Union Registra
tion Act in India, and no method of knowing what the actual 
position of the union is; but it is quite well known that very 
few bodies have regular membership lists with regular weekly, 
monthly or even annual subscriptions. Let one of the Labour 
organs of India benr out the above remarks in words 1 which 
fall more npproprintely from trade unionists than from an 
official :-

.. There nre three or fonr Labour Unions in India which 
are renl Labour l1nion~, that is to say they have a definite 
roll of members who pay regular subscriptions, an office, and 
properly eleded office~. But in addition to the~ legitimate 
organiRntion~ thef(' spring up nnd die awny again whole 
hosts of mushroom and sometimes very offensive growths 
which owe tht'ir origin to the amhition or greed of individuals 
having no ('()nC'l'rn with Labour but ready to takl' adYsntngt' 
of or t{) ('rente labour unrest for their own purpoS('s. It 
happens. thnnks to the ncti\;ties of the Extremists with their 
pl'Omises of SIt'amj with its ('()n~quence of a good time ('()ming 
when there will be free food for eyer~'body and no work except 
thnt of spinning a rharka for an idle hour or two every day. 
that Labour in ('()mmon with other elements in India has 
been greatly excited during the last two or three years, thus 
pl'Oviding the self-styled leaders with their opportunities. 
\Vhat takes place is this. A strike breaks out or threatens 
on a railway or in a mill, or amongst t.'lxi-rlriYers. Imme
diatel" somebody. not himself a working man hut belonging 
to an' educated ~laS8, dashes off to the scene and suggests to 
the ignorant and illiterate strikel"S or would-be strikers that a 
Pnion be formed at once with himself as Pn'!li<lent. He 

I .~1'OQl au artlt'-Ir .. TlM- ~llH Lahour rDiona .. iu ,. ... R.;' ... , W·atht .... 
161h Ma,. I •. 
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nominates a couple of frienclR M Vice-President and Secretary, 
and there is your Union complete. The PreHident next 
addresses letters, very often impertinent in tone, to the em
ployers or to the GOl'erulllent sending copicH to the Extremist 
pi"e~s. M!:'etings are then helcl attended not only by genuine 
working men but by all Horts and eonditions from the bazar. 
At these meetings Resolutions, drafted by the President, whom 
nOlle of the workers had sel'n or Iward of a week before, are 
passed in which the most extraordinary clemands are made of 
the employers. One rememhers a case of a resolution which 
demanded that no steps should be taken to prel'ent cheating 
and fraud in the firm. Another famous resolution was to the 
effect that e\'erybody from the manager downward should get 
the same rate of pay. Money is also collected at the meet
ings. We do not think much is obtained in this way, but 
whatever it is, is generally wasted in providing food or taxi 
and carriage hir!:'. Sometimes funds arc also obtained from 
a local Congress or Khilafat organisation, on the ground that 
the strike or projeeted strilw has a bearing on the business of 
Swaraj. Funds so obtained are spent we believe on support
ing some of the men on strike for a little while. Then more 
Idters are sent to employers by the splf-elected officers point
ing out that the strike is causing a great deal of suffering, 
that the men are vl'l'y determined, and that the only way out 
of the difficulty is for the employers to meet the officials of 
the so-called l'nion, without whose help a s('tt1cment will be 
impossible. \Yhat the President and the Yice-President and 
the Secretary are waiting for is for the employers to recognis(' 
them as the proper people to be treatl'd with. Once they arl' 
so recognisl'd they are plrasecl and gratified beyond word A , 

particularly if the Departm('nt concerned is an official or RCmi
official one like a hig railway. It is a great thing to he 
IIl'cJaimed as II Leadpr by a crowd of illiterate perROns, but 
still greater to be admitted to be one by the Government. In 
eases where employers refuse to permit interference by out
sidprs and the strike gradually dies away owing to the men 
rC'turning to work, the {'nion officials quietly disappear al1(l 
the C nion comes to an pl1(l. \Yhpre pmployers have I'('cog-
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nised outside interference and some kind of compromise has 
been come to, the President and other officers are by no means 
inclined to resign their dignified positions. The Union may 
have been created solely for the purposes of a strike, and the 
men may refuse to attend further meetings or contribute any 
money, but while the President has the power to wield the 
pen he is still President of the Union. That is why we frtill 
see letters in the papers from, say, the President of the Union 
of Leather Workers, or whatever else it may be styled, while 
the Leather Workers have long since forgotten that they 
ever had a Union or what they had struck about. Some
times, and this is a piece of bluff which is really amazing, 
the Presidents of these mushroom organisations meet together 
and have what they style a Labour Congress. The Extremist 
press sees to it that the proceedings are fully reported. The 
good folk at Home who think of Labour delegates as represent
ing hundreds of thousands of votes are duly impressed, and 
the President of the Leather Works, if he is lucky, may pre
sently get a whole leader to himself in the Daily Herald with 
~ome guarded comment in the Manchester Guardian, all 
written under the impression tbat he is a self-made man who 
has the confidence of the co-workers in leather, and who has 
workfd himself to the top by shfer grit. If they only knew 
thnt all the PreRidfnt has behind him is the fact that on one 
occasion during a smnll strike in one factory he made himself 
promillfnt by posing at the hfad of a group of very ignora'lt 
persons, tbey would not be so willing to acclaim bim as " 
great \fader of Labour. But as thfY don't know that 99 per 
rent. of the Leather 'Workfrs bave never bfBrd of the gentle
man, and are unaware thfre is a Union, the President gets 
his advertiS('mfnt, and that is wbat he is after." 

J.itUe advance I.'an be made in S('tting up machinery for 
illtluRtrial pt>ace till labour is organisfd· As things are at 
preS('Jlt, there is, as a rule, no body with whom employers 
CtUl Drgotiate. 'When workers are dissatisfied, it is quite 
po.-.sihle thnt they will secretly agrre overuight not to start 
work in the morning. No repreS('ntative may have mentioned 
the grieyance to tile mannger; no oflkial demand made and 

S"' 
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rejected; no time for consideration; no ultimatum. In quite 
a number of strikes of which record has been kept in Bengal, 
the workers have gone out first and formulated their grievances 
afterwards. Some of the most extensive and stubborn strikes 
in Bengal have been of this type, which was very common in 
the days when politicians could persuade workers by an over
night oration to go out. When the men did leave work, they 
had to find grievances, and this they usually did, quite fully. 
Yet, in spite of the lack of system, a not unknown type of 
demand, when managers proved more than usually obdurate, 
was that the dispute should be referred to conciliation or 
arbitration. As it was at the beginning, so it was at the end 
of disputes; nobody could guarantee that terms should be' 
kept and agreements respected. The leader of a strike to-day 
may be far away next month; but, in spite of the absence 
of a permanent body, with office and records, there are not. 
wanting those who think that the machinery of the West 
should be copied. 

Further analysis of the causes of strikes will show the 
difficulties in adopting western machinery for eastern pro
blems. The tables already quoted show the causes of strikes, 
but, as in most Indian statistical tables, a warning is neces
sary in this case. Many strikes have no one assignable cause. 
It may be wages or hours, or leave, or a combination of them; 
or it may be some grievance quite unconnected with them. 
Sometimes the workers go on a trivial caUse--Bay, one of 
their number has been chastised by an overseer for bad work 
-and, to cover the lack of a real cause, the workers put for
ward wages or hours demands. Real or main causes are 
sometimes difficult to trace, but 1.he records of strikes show 
quite clearly that economic reasons are by no means the only 
ones. I set out below a typical list of non-economic causes 
of strikes in Bengal, from July, 1920 to March, 1924:-

1. Proposed arrest of weavers concerned in assault 
upon European Assistant. 

2. The arrest of a craneman for removing a piece 
of wood. 
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3. Demand for recess for namaz (prayer) on 
Fridays. 

4. Demand for a burial ground by Muhammadan 
employees. 

5. Arrest in connection with a fatal riot in which 
a Gurkha durwan of the mill was killed. 

6. Stoppage of a village pathway running through 
acquired land. 

7. An altercation between the manager and the 
cook. 

8. Transfer of a popular European assistant and 
appointment in his place of a Bengalee. 

9. Demand for release of non-co-operation volunteers, 
occasioned by a European depriving a cooly of 
a khaddar cap. 

10. Refusal of the manager to take back a worker 
who was arrested as a Congress volunteer. 

11. Demand for withdrawal of proceedings against 
an Indian worker accused of assault on a Euro
pean assistant manager. 

12. The excellence of the local harvest. 
13. The presence of elephants in the locaIity, sup

posed to be the vanguard of a Gandhi army. 
14. Rumour that workmen of the miUconcerncd 

were assaulted in a recent shooting affray at a 
place about 30 wiles distant. 

15. Demand for permission to attend the trial of 
\\'Orkers prosecuted in connection with the 
\'olunteer (non-co-operation) movement. 

16. Demand for immediate release of men convicted 
in connection \lith a mill rioting case. 

17. Demand for release of men arrested for disorderly 
conduct. 

18. Prosecution and comiction for driving an un
licen!led gharri and using II horse "ith a diseased 
e~'{'. 

19. Order prohibiting de.monstrations in connection 
with tbe Turkish victory celebrations. 
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20. Instigation by the zemindar's (landlord's) agent 
who had a quarrel with the manager. 

21. Men's refusal to carry foreign goods in their 
carts. 

22. Frequent railway accidents by shunting engines 
caused a demand for specific hours for the work 
of loading and unloading. 

23. Complaint regarding police prosecutions .. 
24. Demand for disposal of cases affecting the staff 

by the manager and not by the departmental 
head. 

25. Demand for the release of men arrested on a 
charge of theft. 

26. Police prosecution and conviction for using dis
abled animals for transport. 

27. Demand for withdrawal of a theft case against 
employees. 

28. Chastisement for bad work. Many strikes have 
been occasioned by this, and also by threats of 
dismissal for bad work. European, Parsi, 
Punjabi and Bengali supervisors, foremen or 
overseers have been concerned. 

29. Arrest of three sweepers for obstructing a public 
thoroughfare with carts. 

30. A demand by the authorities requiring particulars 
(home address, etc.) of workmen. 

These instances do not include the many harials of 1920-22, 
when work was stopped for many non-economic causes. 

Little comment is necessary. Some of these causes are 
refreshingly simple, especially that in which the simple 
Asan801 miners were persuaded that the elephants of a travel
ling show were the vanguard of Mr. Gandhi's army. Yet 
this cause affected nearly a d07.en collieries. The machinery 
required to deal with such cases is not complicated: paternal 
tolerance and kindness, with personal firmness. Third party 
interference is not essential. 

Enough has been said to show the difficulty of importing 
western machinery for conciliation and arbitration into India. 
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This was recognised by both the Bengal and Bombay Com
mittees in making their recommendations. The Bombay 
Committee made particular reference to the future of trade 
unions. Their views may be quoted: speaking of the regis

. tratioli of unions, they say :-
•• Happily there is no chance in India that the state will 

coUllllit the tragedy of errors which marks the relations of the 
trade unions of Great Britain with the law. Indeed, the 
danger in India is lest we go to the other extreme and attempt 
by law to give trade unions a shape for which it is not ready 
and which may distort natural growth. We are strongly in 
favour of the compulsory registration of trade unions under 
a broad and generous act. Such registration should ensure 
at least strict adherence to the elements essential to any sub
stantial association of a definite code of rules, regular office
bearers properly elected, and an accurate register of subscrib
ing members. But we are strongly opposed to conferring on 
trade unions any special privileges outside the ordinary law 
of the land, or, on the other halld, any special responsibilities. 
We regard as mistaken the idea that trade unionism can be 
moulded ill any form or diverted in any artificial direction by 
legislation, especially that its funds should be arbitrarily 
devoted by statute to certain objects. The great object in 
view is to give trades unions free scope for their natural 
growth within the ordinary law unrestricted by academic 
ideas of what the nature of that growth should be. It by no 
means (ollows that the lines of development in India will 
closely (ollow those of the West, where such very different 
conditions llre\'ail ; it will, we hope, del'elop a form specially 
suit(.'11 to the genius of the land. Such legislation win prob
ably require frequent amendment, but this would be better 
tban a drsconian code at the commencement, which would be 
probably found totally unsuited to the corpus gradually 
evolved ... 

Apart from the conferring of special privileges on trade 
unions. a question o( policy which cannot be discussed here. 
wbat is neres.·~luy is a registration law which will encourage 
unions to permit such inspection and send such returns as 
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will enable government and the public to discriminate between 
bona-fide and spurious unions. Such a law is necessary to 
protect the workers against interested outsiders whose object; 
in forming or fostering a union may be quite different from 
that of the workers. In its early stages unionism in India 
will deal only with the more obvious difficulties of labour
wages, hours of work, and similar problems. The day is far 
distant when" ca' canny" will enter Indian union POlitiCB, 
save perhaps as reprisal against a real or fancied grievance. 
But the Indian worker has no knowledge of or ideas on the 
limitation of output, on work-enough-for-all, or of any 
'ism or 'ology. His idea is to get as much money in as short 
a time and with as little exertion as possible. And he would 
quite fail to appreciate the argument for restricting output on 
the ground that there must be work enough for all. Likewise 
the higher politics and law of trade unionism have little or 
no meaning for him. 

On the present intentions of the Government of India in 
regard to trade union 'legislation little lean be said here. 
Avowals of intention to legislate have been made in places of 
authority; and of these an earnest is the Government of India 
letter 1 on trade union legislation, published and circulated in 
1921-the only document to which it is possible at present 
to refer, here. The letter also summarises some of the facts 
and views set out above. The origin of the letter was a reso
lution moved on the 1st March, 1921, by Mr. N. M. Joshi in 
the Legislative Assembly to the following effect :-

•• This Assembly recommends to the Governor-General 
in Council that he should take steps to introduce 
at an early date, in the Indian Legislature, 
such legislation as may be necessary for the 
registration of trade unions and for the protec
tion of trade unionists and trade union officials 
from civil and criminal liability for bona-fide 
trade union activities." 

I Tbe letter i. dated llltb September. 1m. 
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After a debate, the Resolntion was amended to read--

•• This Assembly recommends to the Governor-General 
in Council that he should take steps to intro
duce, . as soon as practicable, in the Indian 
Legislature, such legislation as may be neces
sary for the registration of trade unions and for 
the protection of trade unions," 

and in this form it was accepted by Sir Thomas Holland on 
behalf of the Government of India. 

The following extracts indicate the lines on which the 
Government of India propose to legislate :-

The deflnlUoa of • Trade Ualoa. 

The definition of a Trade Union in the English statute 
of 1871 was amended by the statute of 1876 and now stands 
HR below:-

.. The term • trade union' means any combination, 
whether temporary or permanent, for regulating the relations 
between workmen and masters, or between workmen and 
workmen, or between masters and masters, or for imposing 
restri('tive conditions on the conduct of any trade or business 
whether such combination would or would not, if the prin
('ipul Act (i.t. the Act of 1871) had not been passed, have been 
cleemed to have been an unlawful combination by reason of 
some one or more of its purposes being in restraint of trade . 

.. Provided that this Ad shall not alled:-
(1) any agreement between partners as to their own 

business ; 
(2) any agreement between an employer and those 

l'mployed by him as to such employment; 
(3) any agreellll'nt in consideration of the sale of 

the good-will of a business or of instruction 
in any profession, trade or handicran." 

It is probahll' that the original definition of • trade union 
gi\"l'n in the Act of 1871 was \\;dened in 1876 in order that 
bl'ne\'Olcnt purposes might he included amongst the objec.-ts of 



272 PROFIT.SHARING AND CO.PARTNERSHIP 

a trade union. The English statute of 1913 gives a further 
definition of a trade union in the following terms:-

.. 2 (1) The expression' trade union 'for the purpose of 
the Trade Union Acts, 1871 to 1906, and this Act, means 
any combination, whether temporary or permanent, the prin
cipal objects of which are under its constitution statutory 
objects :-Proyided that any combination which is for the 
time being registered as a trade union shall be deemed to be 
a trade union as defined by this Act so long as it continues to 
be so registered." 

The Government of India are of the opinion that in the 
Indian legislation there should be a definition corresponding 
to the definition given in the English statute of 1876, and that 
it should be also clearly stated that benevolent and similar 
purposes are included within the scope of trade union 
activities. The provision that will be made in the contem
plated legislation with regard to the registration of unions 
will help to make the definition more precise. 

It has been suggested that in the contemplated legislation 
it will be desirable, besides giving a general definition of the 
term .. trade union," to provide a specific list of the aims and 
objects of trade unions; such as-

(a) the regulation of wages, allowances, or remunera
tion of workers employed or usually employed 
or to be employed in any industry ; 

(b) the regulation of hours of employment, sex, age, 
qualification or status of workers, and the mode, 
terms and conditions of employment; 

(c) matters relating to any established custom or 
usage of any trade or industry affecting the 
union concerned; 

(d) the provision of benefits to members and the right 
to utilise the funds of the unions for political 
purposes on conditions equivalent to those 

preacribed in the English Act of 1913. 
The objection to a specific enumeration of the legitimate 

aims and objects of trade unions in the definition is that the 
definition will become inelastic and will not leave sufficient 
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freedom to Courts to interpret the law in accordance with the· 
development of the movement. 

It has been mentioned above that political objects should 
be recognised amongst the activities of trade unions. In 
England this aspect of the question is dealt with in the statute 
of 1913. Section 3 of this Act provides :-

(1) that trade union funds cannot be used for politieal 
purposes unless the union, by a ballot, as pre
scribed in the Act, approves by a majority of the 
members voting; 

(2) that where such political purposes are approved, 
payments towards them must be made out .of a 
separate fund; 

(3) that any member may object to pay for such pur
poses, and claim exemption on a prescribed 
form, and that such member shall not be ex
cluded from union benefits, or in any other way 
adversely affected because of his action and that 
contribution to a political fund shall not be 
made a condition for admission to the union; 

(4) that aggrieved members have provision for 
redress ; 

This section authorises the expenditure of money on the 
following political objects :-

(0) the payment of any expenses incurred either 
directly or indirectly by a. candidate or 
prospective ~andidate for election to Parlia
ment or to any public office before, during 
or after the election in connection with his 
candidature or election; or 

(b) the holding of any meeting or the distribution 
of any literature or documents in supporl of 
any such candidate or prospective candidate ; 
or 

(c) the maintenance of any person who is a member 
of Parliament or who holds a public office; 
or 

(d) the registration of electors or the selection of • 
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candidate for Parliament or any public 
office; or 

(e) the holding of political meetings and the distri
bution of political literature or political 
documents of any kind, in cases where the 
main purpose of the meetings or of the dis
tribution of the literature or documents is 
the furtherance of statutory objects within 
the meaning of this Act. 

This section has been borrowed in Australia, e.g. in 
section 52-A of the New South Wales Act of 1912, as amend

ed in 1918. The New South Wales Act empowers unions to 
support a political newspaper. 

It seems to the Government of India that the principle 
of this provision may be accepted in India, so as to cover 
elections to the Central and Provincial Legislatures, and to. 
municipal and other local bodies which have the power to 
raise money. They are also ready to adopt the other provi
sions of the Act, namely, (a) that the political fund be kept 
separate from other funds; (b) that members of unions who 
object to contribute towards political objects be exempted on 
signing an exemption form which may be given as a schedule 
to the Act, and (c) that the members be placed under no 
disabi,lity for non-contribution, and that contribution should 
not be a condition of admission. 

Protection of Trade Unions. 

The main provision in England on this point is embodied 
in section 2 of the statute of 1871, which says that "the 
purposes of any trade union shall not, by reason merely that 
they are in restraint of trade be deemed to be unlawful so as 
to render any member of such trade union liable to criminal 
prosecution for conspiracy or otherwise." The Indian 
law in regard to restraint of trade is contained in section 27 
of the Indian Contract Act, and is not exactly the same as the 
English law. Section 27 of the Indian Contract Act uses 
very wide language and lays down that •• every agreement by 
which anyone is Trstrained from exercising a lawful profes-
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sion, trade or business of any kind, is to that extent void." 
The Government of India are inclined to the opinion that in 
the proposed Bill it should be declared that section 27 of the 
Indian Contract Act will not apply to registered trade unions. 
They are at the same time disposed to adopt in their entirety 
the principles embodied in sections 2, 3 and 4 of the 
statute of 1871. It is true that these sections of 
the English statute have given rise to some difficulties in in
terpretation, and it therefore seems to the Government of 
India that in the proposed Indian legislation it may be ad
visable to specify the nature of the agreements that have been 
accepted in English case law as falling within the principles 
embodied in the statute. 

The law in England definitely excludes any interference 
by the Courts with the internal management of unions; 011 

the other hand, the Australian legislation brings the domestic 
affairs of trade unions under the law. The Government of 
India are of the opinion that in this respect we should follow 
the EngliMh precedent. 

In this connexion a brief reference may be made to the 
question of the recognition of strikes. If the principle of 
section 2 of the English Act of 1871 is adopted,. strikes 
become legl\1. The Government of India do not wish at 
present to include in the Act relating to trade unions any 
other provisions regulating strikes. The question is being 
eonsidered separately in different provinces in connection with 
the pl'Oeedure for ronciliation and arbitration. The Govern
ment of India have rollected a ronsiderable volume of informa
tion l't'garding such procedure in other rountries, and hope 
to publish the information at an early date.' They would 
await the result of the measures that have been adopted or 
are in rontempilition in diO't'reut provinces on this subject 
before dt'<'iding whethl'r any specific ll'gisilition is nl'l'dl'd with 
l'l.'gllrd to strikes IIlld the procedure of ronciliation and 
arbitrntion. 

t C,-ll1cihllhOft .Ild Art,'th.'on, BuU\'un No. ::13. of Bulletin. 01 Indian Industry 
ond 1.0_. 
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Tlade Union Funds. 

The English law. on the subject may be summarised 
thus :-

(1) Trade Union funds are subject generally to thE' 
ordinary laws regulating trust funds. 

(2) The Trade Union Acts make special provision for 
trade union funds in certain cases :-

(a) A registered trade union and each branch of a 
trade union may acquire and hold land to a 
certain extent and, if necessary, may sell, 
exchange, mortgage, etc., (section 7 of 
1876 Act). 

(b) The real and personal property of a registered 
trade union is vested in the trustees of the 
union and the property of a branch may be 
vested in the branch trustees, or, if the union 
rules so provide, in the union trustees; in 
the case of a change of trustees, property 
consisting of stocks and securities must be 
transferred to the new trustees but no new 
assignment or conveyance is necessary for 
other property; (section 8 of the Act of 1871, 
as amended by the Act of 1876). 

(e) Certain provisions are inserted for cases of the 
bankruptcy, lunacy, death or removal from 
office of trustees (section 4, Trade Union 
Act, 1876). 

(3) It has been ruled that the trustees of a trade union 
need not be members of the union. 

(4) Actions and other proceedings regarding trade 
union property may be brought or defended 
either by the trustees, or by any other officer of 
the union as authorised by the rules (section 9, 
1876 Act). Their liability is limited, in case 
of the contemplation or furtherance of a trade 
dispute, by section 4 (2) the Trade Di~putes 
Act. 
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(5) The liability of trustees is limited (section 10, 
1871 Act). 

(6) Union officials must render duly audited accounts, 
etc., to the union (section 11,,1871 Act). 

-(7) Unions are protected against fraud by their own 
members officials or others (section 12, 1876 
Act). 

(8) It seems that, in the case of a dispute between a 
trade union and its branch in regard to branch 
property an action may be brought under 
section 9 against the branch trustees for 
recovery of the property, and by the rules of 
the union it may be possible for a trade union 
to prevent a misapplication of branch funds 
by a branch. 

(9) Under the present law it also seems possible for a 
member of a trade union to restrain misapplica
tion of funds where the trustees will not do 
so. 

(10) The rules of every trade union must provide for 
the dissolution of the union and impliedly for 
the disposal of union funds (section 14 of the 
1876 Act). 

The Government of India think that, with due reference 
to the Indian lnw relating to trusts and trustees, the principleR 
('nunciated above may be accepted and incorporated in the 
proposed law relating to trade unions. 

In England, under the statutory rules, trade unions 
must make provision for the appointment of a trustee or 
trustees. If there were no trustees, the property of the union 
would hnve to be vested in the name of an official on behalf 
of the union or of the union itself. The Government of India 
would like to hnve the opinion of local governments as to 
wh('ther it is necessary that a similar provision should be 
made in the Indian law. 

Iteg!au.tlon. 
It is hardly neces..-mry to ohserve that if the prinl'ipal oon

ditions under which unions may be regl"tered are sufficiently 
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explicit the need for elaboration in the definition of the term 
• Trade Union' will be obviated. The registration ipso facto 
will bring a union within the legal definition. The Govern
ment of India are of the opinion that registration in all cases 
should be optional, and that unregistered trade unions should 
not be deemed to be illegal. Registration, however, will give 
a legal entity to a union with definite rights and privileges 
which unregistered unions will not possess. For example, an 
unregistered union might find it difficult to obtain recogni
tion by employers. 

The Government of India think that the following 
provisions regarding registration may be included in the 
contemplated Bill ;-

(1) the fixation of a minimum number of members 
who may apply for registration; 

(2) provision for the appointment of Registrars in the 
different provinces by the local Government; 

(3) power to make rules regarding such subjects as-
(a) the furnishing to the Registrar at the time of 

application for registration of copies of the 
rules of the union with a list of the designa
tions and the names of the officers of the 
umon; 

(b) where a trade union has been in operation for 
more than a year before the date of the ap
plication, for the furnishing of statements of 
receipts, funds, etc., of the union in a 
prescribed form; 

(c) the name of the union not to be identical with 
that of any other union; 

(d) issue of certificates of registry. 
I am, however, to invite the opinion of the local govern

ment as to whether these provisions should be made by rule 
under the statute or should be included in the statute itself 
with specific provisions in. a schedul~ reg~rding the .det~i1s 
that should be furnished III connectIOn With an applicatIOn 
for registration such as-
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(i) the name of the trade union and place of meet
ing for the business of the trade union; 

(ii) the objects and purposes of the union, the con
ditions under which the members of the union 
may benefit from the funds of the union and 
the fines and forfeitures on members of the 
union; 

(iii) the manner of amending or rescending the 
rules; 

(iv) a provision for the appointment and removal 
of a general committee of management, of a 
trustee, or trustees, treasurer and other 
officers; 

(v) a provision for the investment of the funds 
and for an annual audit of accounts; 

(vi) a provision for the inspection of the books and 
names of members by every person having an 
interest in the funds of the union. 

In this connexion, I am to observe that in the opinion 
of the Government of India it is desirable that any rules 
made under the Act should be made by the Central Govern
ment. It is probable that many unions will carry on business 
in more than one province, and in any case it is desirable 
that the law and practice on this matter should be uniform 
throughout India at lellRt in the earlier stages of the move
ment. 

Some other provisions relating to registration which may 
bl' lIsl'fully incorporated in the Act are stated below :-

(0) the rules of every trade union should contain 
provisions in respect of the several matters 
mentioned in the previous paragraphs; 

(II) a copy of the rules should be available to 
E'VE'ry mE'mllt'r of a trade union on payment of 
a specified sum; 

(r) E'wry union should ha\'e n registered office ; 
(II) unions cnrr);ng on and intE'nding to carry on 

businl'ss in more than on(' pro\-ince sholtld be 
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registered in the province in which the regis. 
tered office is situated; 

(e) a general statement of the receipts, funds and 
expenditure of every registered union should 
be transmitted to the Registrar by a specified 
date. With this general statement should be 
sent to the Registrar a copy of any alterations 
of rules and new rules and particulars regard. 
ing changes of officers. It may also be ad· 
visable to ask for a periodical return of the 
names of members; 

(f) there should be penal provisions for default in 
any of the matters specified above; 

(g) rules regarding the change of name of a trade 
union; 

(h) rules regarding the amalgamation of trade 
unions; 

(i) rules regarding the withdrawal of the certificate 
of registration on application to the Registrar. 

Under section 9 of the English Statute of 1876. minors 
are permitted to become members of a trade union. The 
Government of India are of the opinion that all persons of or 
above the age of 15 should be eligible to become members of 
trade unions. 

Liabilities of Trade UnlODS. 

The English law on the subject is contained in section 
3 of the Conspiracy and Protection and Property Act of 1875 
as modified by section 1 of the Trade Disputes Act of 1906. 
As thus amended the Jaw reads: 

.. An agreement or combination by two or more persons 
to do or procure to be done any act in contemplation or 
furtherance of a trade dispute shall not be indictable as a 
conspiracy if such act committed by one person would not be 
punishable as a crime . 

.. An act done in pursuance of an agreement or combina
tion by two or more persons shall, if done in contemplation 
or f\lrtherance of a trade dispute, not be actionable unless the 
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act, if done without any such agreement or combination, 
would be actionable. 

,:r Nothing in this section shall affect the law relating to 
riot, unlawful assembly, breach of the peace, or sedition, or 
any offence against the State pr Sovereign. 

,. A ' crime' for the purposes of this section means an 
offence punishable on indictment, or an offence which is 
punishable on summary conviction, and for the commission 
of which the offender is liable under the statute making the 
offence punishable to be imprisoned either absolutely or at 
the discretion of the Court as an alternative for some other 
punishment. ' , 

., Where a person is convicted of any such agreement 
or c.ombination as aforesaid to do or procure to be done an 
act which is punishable only on summary conviction, and 
is sentenced to .imprisonment, the imprisonment shall not 
exceed three months, or such longer time, if. any, as many 
have been prescribed by the statute for the punishment of 
the said act when com,mitted by one person." 

This provision of the English law may be studied along 
with sections 2 and 3 of the Act of 1871 which free unions 
from eriminaI and civil liability in regard to restraint of 
trade. 

Section 3 of the Trades Disputes Act runs thus :-
,. An act done by a person in contemplation or further

ance of a trade dispute shall not be actionable on the ground 
only that it induces some other person to break a contract of 
employment or that it is an interference with the trade, 
business, or employment of some other person, or with .the 
right of some other person, to dispose of his capital or his 
labour as he wills." 

The Government of India are of the opinion that the 
expression .. contemplation or furtherance" should be 
defined more precis('\y. and subject to this and possibly to the 
further limitation suggt'sted in the la.''It sentence of the 
paragraph on picketing below, they think that there would 
be no objection to incorporating in the Indian law the 

30 
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principle embodied in the English law as set forth in the two 
preceding paragraphs_ . 

Immunity from liability for the wrongful acts of their 
servants was conferred on trade unions in England by section 
4 of the Trades Disputes Act of 1906, which runs thus :-

.. 4 (1) An action against a trade union, whether of work
men or masters, or against any members or officials thereof 
on behalf of themselves and all other members of the trade 
union in respect of any tortious act alleged to have been 
co=itted by or on behalf of the trade union, shall not be 
entertained by any court. 

(2) "Nothing in this section shall affect the liability of 
the trustees of a trade union to be sued in the events provided 
for by the Trade Union Act, 1871, section 9, except in respect 
of any tortious act committed by or on behalf of the union 
in contemplation or in furtherance of a trade dispute." 

The Government of India are of the opinion that under 
present conditions the principle of this provision cannot 
suitably be incorporated in the proposed Indian law. Such 
trade unions as exist in India differ in important respects 
from the trade unions in England. While trade unions in 
England had behind them in 1906 a continuous existence of 
over a century, during the greater part of which they had been 
subject to some form of legislation, the Indian organisations 
are of extremely recent date and in view of the acts of violence 
and intimidation which have unfortunately characterised a 
large proportion of the disputes in which they have beEll con
cerned, it would be unwise in the early stages of their exist
ence to exempt them unreservedly from civil liability for 
tortious acts. Moreover, as a reference to the debate ill the 
Legislative Assembly will show, the value of the Trades Dis
putes Act in this respect has been seriously questioned by 
competent critics in England. 

The main argument that has been advanced for the 
i=unity conferred by section 4 of the Trades Disputes Act is 
that a trade union cannot justly be held responRihle for the 
actions of its subordinates. It is alleged that in times of 
excitement, irresponsible officials are liable to go too far, and 
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i~ ~ould be unfair to saddle the union with financial responsi
bility for their acts_ Against this it may be urged that no 
other body with a legal entity is free from the liability of the 
acts of its agents, and there is really no reason why trade 
unions should be free_ Another argument that has been ad
vanced in favour of legislation similar to that of 1Iection 4 of 
the Trades Disputes Act is that trade unions are partly bene
volent in purpose, and their funds should not therefore be 
made liable for unlawful acts committed by subordinates_ This 
argument may be met by a provision that a separate trust 
may be created for the benevolent funds of a union, or by a 
definite provision that the benevolent funds of a union should 
be exempt from liability. 

The Government of India as at present advised are in 
favour of embodying in the Indian law the proposals that had 
been originally submitted to Parliament by His Majesty's 
Government in 1906. The original proposals in the Trades 
Disputes Bill were to define the law of agency in such a way 
that no act could be made the ground of a claim on trade 
union funds, unless it was definitely proved that the govern
ing body, a8 constituted by law, had sanctioned the act. It 
was proposed that each union should appoint an executive 
committee, in which was to be vested the duty of conducting 
all operations likely to bring the union into con1lict with 
employers Rnd the public. Unions or their property were 
not to be bound by Rny act unless it were the act of the 
executive committee, or of some person whom the executive 
committee authorised to act in a certain way. The executive 
committee could by instructions prescribe the limits within 
which their agents might exercise their di8Cl'etion and no 
action 'lrnuld lie against the funds of the union in the event 
of an agent exceeding thol;e limits. It was also proposed \hat 
the executive Ruthority could repudiate or disapprove of any 
questionable act which might be brought to its notice. 
Where llUeh repUdiation took place with effective prompti
tudt'. trade uuion funds were to be exempt £rom liability. A 
similar provision l'f8S prescn1led in the New South Wales 
Ad, 1903. ,,-hicb declared that .. no trade union or indus-
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trial union or association of employers shall be liable to any 
suit or action, nor shall the funds of such union or associa
tion be in any way chargeable in respect of any act or word, 
done, spoken, or written, through or in connection with an 
industrial dispute by any agent, if it be proved that such 
agent acted :-

(1) contrary to instructions bona fide given, or, 
(2) without the knowledge of the governing body of 

such union or association and that the union or 
association has bona fide and by all reasonable 
means repudiated the acts or words complained 
of at the earliest opportunity and with reason
able publicity. " 

The Government of India, as at present advised, are 
disposed to formulate safeguards on these lines. 

Ploketlng. 

The English law on this subject is embodied in section 7 
of the Conspiracy and Protection of Property Act of 1875, 
read with section 2 of the Trades Disputes Act of 1906. In 
this connection in India the law embodied in Chapter V of 
the lBdian Penal Code has to be considereli. The Govern
ment of India feel that it would he mt)st undesirable in the 
present stage of the "labour movement in India to colUltcnance 
picketing in any form. It will not be disputed that, 
although in the statute of 1906 such acts as watching and 
besetting, the use of violence, intimidation, injury to 
property, following, the hiding of property or depriving the 
owner of its use, following in a disorderly manner,in a street 
or road, are still unlawful in England, it would be practieally 
impossible in India either to obtain evidence for the convic
tion of any person for such offences, or to jmpose penalties for 
such acts on large crowds of people who might commit them 
in times of excitement and disorder. The Italian law on the 
subject Jllay be stated thus :-

,~ Whoever, by means of violence or threats restrains 
or impedes in any way the liberty of industry or 
of commerce is punished by imprisonment for a 
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period not exceeding 20 months, and by a fine of 
100 to 3,000 lire . 

.. Whoever, by violence or threats, occasions or causes 
to continue a cessation or suspension of labour 
in order to impose either on the workmen or the 
mas1!ers or employers a diminution or an increase 
of wages, or conditions differing from thoRe 
previously agreed upon, is punished by imprison
ment for a period not exceeding 20 months. 

~. Ringleaders in the offences referred to in the preceding 
articles are liable to terms of imprisonment varying from 
three months .to three years, and to a fine of from 500 to 
5,000 lire'" ~ 

But recent events have shown that it is practically im
possible to enforce these provisions. Whilst picketing 
undertaken by private persons witliout the express authority 
of the union will be subject to the law embodied in Chapter 
V. of the Indian Penal Code, the Government of India, in the 
interests of the organisations themselves, are inclined to the 
opinion that a definite responsibility should be laid on the 
unions or their executive committees for the· prevention of 
the issue of any orders authorising picketing in any form by 
the members of the union. It has been suggested that the 
immunity of union funds that would be conferred by the 
provision suggested in the paragraph regarding Liabilities of 
Trllde Unions mentioned above in connection with further 
qualifying the terms .. contemplation or furtherance" in 
section 8 of the Trades Disputes Act, should be limited by pro
visions having the effect just mentioned, but the Govern
ment of India do not wish to commit themselves to this pro
posal and would be glad to have the considered views of the 
local government on this question." 

At this stage the problem of trade union legislation in 
India rests for the present. In methods which have already 
been described, labour organisations come into being and 
live, languish or die. In Bengal, of 73 bodies which have 
been known to exist at some time since 1920, already eleven 
have regitltered themselves under ex.isting Acts. Of the 73, 
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~owever, only eight (as far as can be ascertained) have pub
lished annual reports. Of no less than 27, the only informa
tion available is the first or formation meeting, and it may 
be taken for granted that in all, or practically all of these 
cases, the union has not functioned save for the creative act. 
In five cases there have been allegations of defalcation and 
misappropriation of funds. Six of the unions came into being 
just before nominations were due to the Geneva Conferences 
01' to the local Legislative Council.! At least six were formed 
as the result of a strike, and have not functioned acept in the 
strike. A considerable proportion owe their existence to 
persons whose main interests are political-non-co-operators 
and other politicians. In practically no case is there a 
regular list of members and regular subscription books. 

The existing stage of labour organisation ~ay be ap
preciated from the preceding paragraphs. There remains to 
be told the attempts which have been made to create machi
nery to deal with threatened and actual disputes. . The first 
suggestion that there should be legislation came from the 
Government of India, in 1920, when they asked the provin
cial governments to advise on the possibility of legislation on 
the lines of the then new English Act, the Industrial Courts 
Act, 1919.1 The Government of India were not very san
guine of the success of western legislation. .. The desirabi
lity of legislating on the lines of the laws in force in the 
United Kingdom and in certain other parts of the British 
Empire has been examined," they said, .. but the provisions 
of none of these enactments appear to be suitable for Indian 
conditions." The new English Act suggested a possible 
method of dealing with industrial unrest, but even it, in the 
absence of labour organisation, the Government of India did 
not consider likely to be successful. Their view was borne 
out by all provincial governments, and no legislation was 
undertaken then by the Government of India.' 

I See p. 93'1 sqq. anI •. 
, For details regarding this Act. see CORtiliation dnd A,bUratWni (Bulletin No, 

!!8 of the aoYeromeot of Indi. Bulletins of Ind.stri .. and Labour). pp. &~9. . 
s It is understood that a measure on the lines or the Canadilln Indostnal Dill

putes Inv88tigation Act is now contemplated. 
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The Bengal and Bombay Committees suggested different 
courses. The Bengal Committee was unanimously opposed 
to legislation, mainly on the ground that such legislation 
required organisation which in Bengal was absent. The 
most hopeful solution they thought to be Joint Works Com
mittees. There was no historical past of trade-unionism with 
which such Committees had to fight. Moreover, the idea of 
the panchayat as an agency for settling social and communal 
affairs, universal throughout India, could be utilised in the 
Committee!!. Works Committees, the Committee thought to 
be a permanent salve to industrial difficulties, but for more 
urgl'nt or acute cases, which lead to a lock-out or strike, they 
recommended the creation of a Conciliation Panel. This, in 
effe<'t, was only carrying on the existing practice. In cases 
of deadlock in public utility services such as had required 
outside intervention, tne Oovernment of Bengal had appoint
ed committees to examine and report on the case. These ad 
hoc committees had proved useful; the Bengal Committee re
commended that the proceduce should be continued, but that 
it should be crystallised in a government pronouncement and 
an annually appointed panel. The result of the Committee's 
report was tlie following Resolution, issued by the Oovern
ment of Bengal on tlie 29th August, 1921 :-

.. The Committee on Industrial lTnrest in Bengal, while 
a~ing that the 1X-st aud most satisfactory method of settling 
disputes between employers and workmen is for the parties 
directly concerned to come to an agreement among them
!l('lves, recognised that tllere will always be a certain number 
of ca!l('s of acute disa~ment in which the employers will 
",sort to a lock-out or the employees to a strike rather than 
give way. The Committee recommended the adoption of 
m!'MU",S of conciliation in such esses, distinguishing between 
disputes in public utility !l('rvi('('S which directly affect the 
comfort and convenience of the public and ordinary labour 
disputes in wl\ich the public are not, as a mle, directly con
«'med. The ('ommitt~ remarked that the oocurrence of 
disputes aife<'ting thl' worl-ing of public utility servi('('S in
variably giVl'S rise to insistl.'nt dl'mands on the pari of ~ 
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public for the intervention of Government or some outside 
authority. They pointed out the grave objections which 
exist to the direct intervention of Government iIi such 
matters, and proceeded to observe:-

•• What is required is some machinery which cali be 
brought into operation without the necessity of involving the 
direct intervention of Government. We suggest the forma
tion of a conciliation bOard or panel, consisting of about 
twenty members, to be appointed by Government, and to in
clude a due proportion of all classes of the community, both 
European and Indian, and representatives of both capital and 
labour. Care should be taken to appoint only men of the 
highest character and reputation, who would be regarded by 
public opinion as fully competent to investigate impartially 
any question which was referred to them. In the case of any 
dispute arising in a public utility service, which was likely 
to cause or had actually caused a strike or lock-out, a con
ciliation court consisting of a small number of members, 
entirely uncomiected with the dispute, would be chosen from 
the panel and asked to go into the merits of the dispute in 
consultation with the parties and to gite their finding. Once 
such a conciliation board had been established, one or other 
of the parties to an industrial dispute could safely be trusted 
to apply for the creation of a conciliation court to deal with 
it, but, in the event of either or both parties proving unwill
ing to submit themselves to the arbitrament of the conciliation 
court, public opinion would in the great majority of cases 
compel them without undue delay to lay their case before the 
court. We would therefore leave it to Government to estab
lish a conciliation court for the decision of a dispute affecting 
a public utility service, either on the application of one or 
both parties or of its own motion. There should ordinarily 
be no difficulty in getting the parties to agree to the members 
of the panel who should be selected to form the court, and 
it would ordinarily be preferable that the court should be 
constituted in accordance with the joint wishes of the parties; 
but if there was any difficulty on this point, Goverriment 
could select the members to serve on the Court. Govemmrnt 
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might also appoint an official chairman for the court in the 
event of the parties preferring a Government officer to act in 
this capacity rather than a member of the panel, who would 
all be non-officials, but· such appointment should only be 
made after consultation with the other members of the court. 
Further than this, however, Government should not go. Its 
functions should be confined to setting up the com, and in 
performing this function it should as far as possible secure 
the consent of both parties. But having constituted the 
court, Government should stand aside and leave the court to 
investigate the dispute and promulgate its findings, which 
would, of course, not be finally decided upon until both parties 
had had a fuU opportunity of representing their views and 
objections. The court would have no legal power to enforce 
its findings, but here again we would leave it to public opinion 
to induce the parties to come to terms. Great weight would 
undoubtedly attach to the findings of a thoroughly competent 
and impartial court in matters of this kind, and neither party 
to the dispute would be able lightly to disregard its recom
ml'ndations. U 

.. The Governor in Council agrees with the committee 
that there is no reason why voluntary conciliation boards, 
wisl'ly constitutM, should not achieve a large measure of 
BUcress in labour disputes affecting public utility services 
",hl're the partil'S have come to a dl'adlock, and a solution of 
the diRpute can only be found in the intervention of oui
sidl'!"!>. A condliation board reCl'ntly appointed by Govern
m<'nt t~ deal with a strike on rertain light railways succeeded 
not m<'rely in 8<'ttling the specific points at issue, but also in 
inducing the parties to tnke steps for the prevention of future· 
strikl'S by setting up a joint works committee which will 
d<'1I1 with differenCl'S bt>tween employers and employed 
d~n>Ctly t11<'1 arise. His Exrellency in Council has no doubt 
liS to the po..qgibilitil'S of SUCCl'SS in other cases of this kind, 
Rnd be considers tbat the time bas come to put the system 
of conciliation boards for public utility services on a perma
nent basis. After consu1t~tion with representative associa
tions and others, he has decided to appoint the following 

1IJ 
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gentlemen to be members of the first conciliation panel. 

• • • • 
,: In order that the panel may be kept up to date, it will 

be constituted annually, and the gentlemen now appointed 
will hold office till the 31st August, 1922. 

;!' The panel is intended to deal with disputes affecting 
public utility services in Calcutta and its neighbourhood; the 
services of members of the panel will be invoked only on the 
occasion of such disputes, and nothing further will be expected 
of them. In the settlement of ordinary labour disputes not 
directly affecting the public, the element of public opinion is 
absent, and different considerations arise. It is not ordinarily 
the duty of Government to intervene in such disputes either 
directly or indirectly, but if both parties express a desire that 
their differences should be investigated by an impartial autho- . 
rity, the Governor in Council will be prepared to establish a 
special conciliation board to deal with the matter, or to take 
such other action as may be suitable in the circumstances 
of the case.i!.' 

In accordance with this Resolution, a panel of some 
tliirly members is nominated every year by the Government 
of Bengal. The panel has not yet functioned, but in three 
instances 1 special committees formed on the model recom
mende.d by the Committee have been distinctly useful. 

Till the time of writing, this Resolution of tlie Govern
ment of Bengal has been the only official measure concern
ing industrial peace in India. The Government of Bombay, 
however, have drafted and published a bill which they pro
pose to introduce in the coming (July, 1924) session. This 
bill is a belated result of the report of the Bombay Com
mittee. The Bombay Committee, like the Bengal Com
mittee, gave some thought to permanent methods of 
avoiding industrial disputes---good housing, co-operative 
societies, welfare activities of all kinds, etc.-and in 
regard to the settlement of disputeS they recommend
ed Courts of Enquiry, to be followed if necessary by 

I The iJ>8eDMO w_ Ute Coleulla Tramwa,. alril<e. Ill'll, $b_ Ligb& Ball· 
woya drike, Ill'll, ana $be Coleulla &uj·cIri.... drike, Ill'll. 
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Courts of Conciliation. In other words, they accepted the 
principle of the English Industrial Courts Act, and it is a 
second edition of that Act which is about to be introduced in 
the Bombay Legislative Council, with provision for voluntary 
conciliation and arbitration. In practice, the Bombay bill ' 
is only the legal form of the Bengal Resolution, save that the 
bill provides for compulsion in regard to the attendance of 
witnesses and the production of evidence. This provision is 
a salutary one; but as yet it has not been proved to be neces
Bary in India. 

The Bengal Resolution, it may be added, has not proyed 
quite satisfactory to every one. Labour leaders profess that 
the Resolution should be an Act; and to this end Mr. K. C. 
Roy Chowdhury, M.L.C., has given notice of a Council Re
solution, for the coming (Rains, 1924) session, to the effect 
that legislation should be introduced in the Bengal Council 
on the lines of the English Industrial Courts Act or the Cana
dian Industrial Disputes Investigation Act. 

The hope of the Bengal Committee that Works Com· 
mittees would be sucoessful has been sadly falsified. The 
Bombay Committee, too, ventured to think that there were 
possibilities in the development of such committees, and in 
an appendix to the Bombay report are given descriptions of 
three such committees.1 In the constitution of these com· 
mittees there is little specially worthy of note. SimI1ar 
bodies exist in other provinces in India; but, in general, they 
are not suecessful unless actively supported by the manag~ 
ment. Indeed it is true to say that SUCOeSB requires artificial 
suppol1. and this is not generally deemed worth while by 
employers. 

In Bengal the work of organising Works Committees 
was taken up with enthusiasm by employers. Government 
helped by the distribution of literature-mainly that which 
was eompiJed in England in connexion with the Whitley 

1'l'bi8 bill """' __ cIn>ppod ... \be 00._' 01 India iII_ ... 
iD"""- • bill oppIioU>le \0 aU Indi.. 

Ill-. T.Ia S-. ll-. Curimllbop .......... 0.. ........ B.B. • C.L 

~ 
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Reports. Model constitutions were drawn up and circulated. 
An ad hoc Conciliation Board appointed to deal with a strike 
on the light railways round Calcutta in July 1921, strongly 
recommended Works Committees as a preventive measure. 
Now (July 1924) the writer knows of only one successful 
committee-:-in a large iron company in Bengal, which has a 
special labour supervisor for its staff, and which is noted for 
its enlightened policy towards labour. This committee de
serves a few notes. 

The committee was formed in 1918, and consists of It 

chairman and seven members who represent the various de
partments in the works. Till 1922 the committee did little 
work. There were few meetings and no records. The com
pany's Labour Adviser in 1922 was appointed adviser to the 
committee, and since then the committee has met every 
month; occasionally too extraordinary meetings have been 
called. Much useful work has been done by the committee. 
although, as the Labour Adviser says, all the members are 
uneducated in English. They are, however, good workmen. 
The subjects which have come before the committee include 
the appointment of a health visitor for women; the proper 
disposal of sewage;. general sanitary measures; road com
munications between the works and villages, and between the 
villages and other places; the formation of a co-operative 
credit ~ociety; and starting a night school. In all these in
stances good has resulted. The committee has also made sug
gestions regarding the payment of allowances during the iIInes, 
of workmen; these have been adopted by the management. 
The success of this committee is largely due to the work of the 
labour supervisor; but it may be added that the existence 
of the committee has not meant freedom from strikes. Prac
tically the whole staff of the works went on strike recently for 
a short time. 

In anotl¥lr instance, where the formation of a :Works 
Committee was recommended by a special conciliation com
mittee, the committee was quite unsuccessful; indeed its 
existence and work were farcical. The management did their 
best to abide by the recommendation that there should be such 
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a committee, Iiut members refused to attend meetipgs. The 
employees were quite satisfied with the terms granted by the 
conciliation committee at the end of the strike, and did noll 
wish to pursue matters further. In another case which has 
come under the writer's notice, the employer had to meet 
practically the whole mill staff, as they would not trust re
presentatives. Works Committees of the western type have 
not found favour in Bengal; but there does not seem to be any 
root reason why they should not succeed. Indian customs 
and institutions lend themselves easily to such committees. 
The indigenous panchayat is a ready-to-hand institution 
which only has to be moulded to its new purpose. The 
Works Committee, too, should be useful for dealing with 
local customs or • dasturs.' Each small area in India has its 
own peculiar ways. In the compact Bengal jute industry 
there are dozens of local dastllrs, which u&ually are the same 
for a group of mills. These mills grew up round an original 
or old mill (purana kal), and the group customs are really the 
basis of the district organisation which is the further develop
ment of the Works Committee. But as yet there is not the 
basis of education to work on; and till it comes, labour 01"" 

ganisation must in great part be artificially fostered. 



(3) The Payment of Wa«es in India. 

Reference has already been made to the lack of a census 
of wages in India, and to the inhere~t difficultits of making 
such .3 census. For enquiries into the standard of wages a 
certam amount of material is accessible; there is, however, 
little or nothing bearing on the method of wage-payment in 
India. An exhaustive enquiry into this subject would lead to 
interesting discoveries in the lesser organised industries, and 
in agriculture. In the better organised industries the result 

. would be much the same as in a similar enquiry in the West, 
except that the enquirer would have insuperable difficnlty in 

.differentiating real from nominal wages. In organised in
dustries in India there are the two classical methods of pay
ment-time and piece. But it must not be understood that, 
say, in a cotton mill in Bombay and a similar mill in Lanca
shire, or a jute mill in Bengal and one in Dundee, the same 
grades of labour will be paid time or piece. Some types of 
work are almost universally paid by the piece-e.g. weaving; 
but in several cases it will be found that, whereas in a Lan
cashire m~ll the workers are invariably paid by the piece, in 
India they are paid time rates. In India, if managers can 
get as good results by time rates as by piece rates, they will 
pay time rates. There are no union rules or customs in 
India; there is no restriction of output imposed by unions. 
The only restriction of output is that imposed by the indivi
dual worker's will or lack of will to work. There are cus
toms or dastUT8 in every mill or area; jn some cases they are 
quite as effective as trade union rule~, but t~ere is no tim~
Mte school or piece-rate school save 10 rare 1Ostances, as lD 

the government presses, which ?trongl! opposed the intr~uc
tion of the piece rate. Nor, 10 India, are there questIOns 
arising from driving by foremen or b~ the management: i'he 
one incentive to work is wages. If time rates do not ~ve the 
necessary output, piece rates will, if possible, be substituted. 
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Where piece rates are impossible, supervision may be made 
stricter and still stricter; but the Indian worker is a very 
difficult person to drive. 

In the enquiry conducted by the Bombay Government 
into factory wages in Bombay, the following table is given to 
show the relative strength of time and piece workers :-

ALL ...... KKIUI 
IhM. Wo ..... BIG L.D8. I1CCL11DIRfJ 

O."Re. 
H.4I.W·flld ... 

Time. Piece. Time. Pi_. Time. Pi .... Time. I Piece , 
-. 

I I 8 .. 5 8 7 8 9 

-ba, (Oi" ... d bland) ... UI ..a·6 86'8 83'. 11811 8'7 ...-0 4>8'0 

Ah .. edobod ... A'a 4>8., ...... 4>811 100 ... 81'5 8It6 

Iholapur ... 80'1 8811 19' 1011 9'1'0 8'0 
57'81

62
'1 

Other .... _ ... 6711 .... 1 ...... 11511 100 . .. 80'7 1811 
f---

BOlD ba,. Prfllldenoy '" 52'8 '7'1 86'1 8311 118'8 1'1 68'0 .... ·0 

Further details of individual occupations are given in the 
same publication.l Generally speaking, payment by time is 
most general in blowing, warping, doubling, sizing, drawing, 
calendering, dyeing and cloth-folding, baling and finishing 
departments in cotton mills, and piece wages in the weaving 
departments. Almost all weavers are paid piece wages; in 
other oc.cupations the proportions vary. 

The table printed above shows that in the case of men 
workers the numbers on time rates are greater than on piece 
work, {'specially at Sholapur and other rentres. In Bombay 
the numbers are almost {'(}ual. It also shows that, save in 
Ahmedabad, the majority of wom{'n workers are on piece work. 
In Sholapur 80.6 per rent. of the women workers are piece 
work{'rs. Big lads in the majority of cases are time workers. 
All workers included, the number of time workers is greater 
than that of piece workers, but this is due in a large degree 
to the fact that balf-timers and big lads are time workers. 

llioe Ropaot eI ... BDquir:J bolo tho w_ .... H ..... eI I..a.- bo tho 
00It0aa KiU In",,"IIy. Bam"-J ao*" .D\ ...... 1_ 
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No such analytical results have been published for other 
areas in India, but it is pro~ble that the same general facts 
would be ascertained were intensive enquiries instituted. 
From figures supplied by 48 jute mills in Bengal, it has been 
ascertained that of a total of 208,972 persons employed in 
1922, 65,671 were piece workers and 143,295 time workers. 
In Bengal big lads and half-timers are mainly time workers, 
while the greater proportion of women are employed as 
selectors, softener workers, card drawing and roving workers 
and as such are as a rule, but not always, paid time wages. 
Women are also employed in winding and hand sewing, both 
of which are paid by the piece. But in jute mills, as in 
cotton mills, the same type of worker is paid time wages in 
one mill and piece wages in another. In unorganised indus
tries, or, to give them a generic name' understood from one 
end of India to the other, village industries, and in agricul
ture,.the time wage is much more common than the piece 
system, although in villages there is a good deal of contract 
piece work. Payment in kind (both time and piece) is 
common. In the quinquennial census returns compiled in 
Bengal, there is some material of value relating to the 
method of payment. In the 1911 census it is pointed out 
that in Bengal proper cash wages were universal, but that in 
Chota Nalfi>ur, Bihar and Orissa, payment of wages in grain 
was well established. In the 1908 census, the Census Super
intendent found difficulty in comparing wages in different 
districts; in 1911 the Superintendent had the same story to 
tell. Different grains were used for payment in districts. 
and the grains varied considerable in value. The Superin
tendent attempted to ascertain the grains most commonly in 
use, and their values, but he found it quite impossible to 
make comparisons over a period of years. Experiences such 
as these confirm what has been previously said regarding the 
difficulties of compiling an all-India wages-census; but grain 

1 These rmm.. have Dol hitherto been mentioned .. ........ of public in· 
forma.tion. These censuae& were started in 1908 at the Buggemoa of the Govern
menl of India. They have nol been strictly qWnq1lBDlliaJ. The 8m w.. laken in 
1908; the _d in 1911. the third al the end of 1916. 
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payment is only one variation of the wage system. Pay
ment in different degrees of kind is common all over India, 
although payment of full wages in kind is common only in 
rather backward areas. The 1916 census in Bengal showed 
that, of 1609 villages from which returns were made, only 
seven reported examples of full payment in kind, although it 
was reported that in about 14 per cent. of the total number 
of villages it was still optional to make payment in cash or 
grain. In practically all cases cash payment was supplement
ed by an allowance of tobacco; in 25.7 cases there was no 
additional allowance except tobacco; but in 60 per cent. of 
the cases cash rates were supplemented by ialpan (tiffin), oil 
for bathing or a meal. In case of very long hours, two meals a 
day were sometimes given. Local custom usually decides the 
actual form of wages. A labourer may ask for the recognis
ed daily rate, plus a meal, plus tobacco; or he may ask for 
a lump sum which, he will be careful to explain, includes 
the pay-say, ten annns-meal allowance--say, two annas
and tobacco allowance-say, one or two pice. 

These quinquennial wage censuses cover big areas and 
lllany trades, of which some standard callings are taken as 
types-carpenters, blacksmiths, thatchers, ploughmen, boat
men, and-a big class-unskilled labour. The following 

,note taken from the 1911 report is self-explanatory:
.. Plouglunen are a regular feature of village society. It is 
very difficult, howeYl'r, to work out a standard rate of wage 
for·thl'm. In ascertaining the value of their wages, it is 
nl'I'I'RRnrV to take into account considl'rations such as the fol
lowing: . payment in adYnncl'; payment of a share of the 
produ('l', the grant of rent-frre lands, clothing etc. An 
attl'mpt has ~n made to give a cash I'quivall'nt to these 
pt'rq\lisit~R, hut any dl'gree of accuracy cannot be looked for. 
Gl'nE'rally s]lE'aking thl' wagl's of ploughmen bear a somewhat 
close relation to the rat~s of ordinary unskilled labour with 
the eX('I'ption that ploughmen get more extras and are more 
or less pt'rmanE'ntly employed." 

Such explanatory paragraphs are necessary on practi
cally ('very class of village wage-eamer, whl'ther be be 

S8 
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ploughman, artisan or porter. Thus in regard to black
smiths one finds: "In Chota Nagpur and Orissa, the 
blacksmith generally receives at harvest time a quantity of 
grain from the villagers in proportion to the number of 
agricultural implements he is required to repair." Black
smiths are very often employed at contract rates in Bengal, 
i.e., on piece work, but piece work paid in grain is an un
usual method of payment. In all village wages, but particu
larly in agricultural wages, the figures given in official returns 
may not be wholly wages; and, on the other hand, the 
returns may exclude figures which go towards the complete 
remuneration of individuals for their work. This is due to 
two causes-one, the family system of work in India: the 
other, the systems of tenure in agriculture. A village 
artisan inay be part owner of his business, and the wages he 
earns mayor may not be his total income; similarly an agri
cultural labourer may be paid wages, though actually he is 
part owner or occupier of the holding. There is, of course, 
a class of purely agricultural labourers. In Bengal they are 
largely immigrants from other provinces; they go from dis
trict to district according to the demand for labour, and, 
after perhaps nine months' work, they go to their own 
homes with such savings as they have, to cultivate their own 
fields. 1. 

Even in the well-organised industries in India there is 
still a considerable amount of payment in kind, and tbis bas 
to be borne in mind when standards of wages are being in
vestigated. The most common payments outside the pay 
sheet are free quarters, or quarters let at less than their 
economic rent, cheap grain, that is, grain sold at cheaper 
rates by the factory than it is obtainable in the local bazar, 
free medical attention, free transport, and occasional 
presents. It is impossible here to go into this subject in 
detail. It may be remarked that in the Bengal jute mills 
there is a disparity in the actual concessions granted. Some
times all mill houses are free; in other cases they are let at 

1 For further information OIl tbi. point, reference may be mltde to a.apw 
xn of the Census of Iodia, Ut.U. The provincial Cenaua Report. ooataiD more 
detailed jnformatiOll. 
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much less than the economic rent; in other cases kutcha 
(brick and mud, or bamboo and mud) quarters are granted 
free, while rent is required for pucca (brick and cement) 
quarters. In most mills there are now no grain arrange". 
ments, though the mill management always keeps a close 
eye on the local bazars and may take a paternal interest in a 
co-operative grain society. Some mills have their own 
bazars into which the manager allows only reputable dealers 
to come. 

The practice, once common, of granting. presents of 
cloths (dhutis) is now almost dead in big mills-especially 
those under European managers or managing agents. Indian 
managers and owners in cases still keep up the traditional 
present-giving at certain time9-particularly at the Diwali 
festival. The presents given are usually cloths and sweets; 
in some cases money is given. As in most cases of bonus, 
these presents come to be looked on as rights; and strikes 
have not been unknown because of the withdrawal or partial 
withdrawal of such presents in lean years, or by new mana
gers. Such extras are often spoken of as n bonuses," and, 
when given in large concents, they are of this nature. In 
uDorganised industries and domestic service they are an inte
gral part of payment. The normal Bengali householder, 
for example, always includes a number of cloths at Puja 
time as part of tbe wage contract of his domestic servants. 
In the big industries, two types have to be sharply distin
guished. One is the bonus added to piece rates to encourage 
high output. The other is a supplement to wages in the 
form of a lump grant given at a certain period of the year .. 
or of a peroentsge (llat) increase in wages. The latter haa 
occasioned much dispeace during the last few years. Origi
nally thia was a war meaaure, granted temporarily to meet 
the high cost of living. In some cases the bonus waa ulti· 
mately completely merged in wage rates; in others, it was 
kept distinct. But in some wage returns both types of bonus 
are given together: thus the following is taken from a 1990 
return. .. Annaa 9 per 10 hanks plus 20 per cent. (cost of 
living) bonus plus one anna bonus per 100 hanks.!! 
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. The piece rate bonus is quite common in India: its 
object is to encourage a high output per man. The bonus is 
o~ten so graduated that it increases very rapidly at a very 
hIgh output. I give a fictitious example 1 below for jute weav-
ing. The basic standard of output is the" cut." . 

Rate per out. Production Bouu!. No. 01 cuts, 

R •• A. P. Rs. A. P.' 

0 9 O. nil 4. 
0 3 6 5. 
0 4 0 6. 
0 4. 6 7. 
0 6 0 9. 
0 8 0 9. 
010 0 10. 
011 0 11. 
o 14 0 12. 
o 15 () 13. 
I 2 0 14. 

Actually the rates are worked out in great details for the 
different. kinds of product-twills (sugar bags, Liverpools, 
Cubans, woolpacks, etc.), hessians, and sackings. In some 
cases the bonuses start later than in the above example-e.g., 
at 9 or 10 cuts, and in such cases the bonus becomes quite 
substantial. 

There is of course, nothing new or remarkable in a 
bonus of this type. It can be, and is, applied also to gang 
and contract piece work. Contract work is common in India, 
and various schemes have been devised to make the most out 
of the contract. The party who grants the contract rarely 
knows how the workmen who complete it are paid. His 
main interest is to get the work done as quickly and cheaply 
as possible. Contractors have their own methods of dealing 

I Re.1 examplea CIlDlIO\ be ,iven. 'P'''' rateo "'" kepi very oecr"* b, all 
ju\e mill m ... ",emeolo. 
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with labour. A job price may be arranged for the work: in 
all probability the contractor will pay his men time rates, and 
he will make arrangements to work his men to the last ounce. 
Each contraotor keeps his" book," a storehouse of jealously 
guarded secrets, which, with the growing inquisitiveness of 
the Factories Act the new insistence 6f the Workmen's Com
pensation Act, is now likely to be giYen the light of day. 
Contract work pervades every industry: it is particularly 
common in engineering workshops and in building. In jute 
mills, where the great majority of labour is direct, contractors 

. are frequently employed for loading and unloading bales of 
raw and manufactured jute; porterage at railway stations is 
often done by contract; labour contractors, indeed, abound 
in every industrial area, or eyery area where labour is re
quired. The sirdar or oyerseer of every mill is 8 contractor 
6f sorts; he provides labour as part of his ordinary work, and 
he would readily contract to do more, if required. Some 
workshops, e.g., railway workshops, and coal mining use the 
gang piece work system which, in their case is akin to con
tracting. Thus from a wages return the following gang 
piece work example is quoted (of a railway workshop) : .. The 
piece-workers arc paid according to the quantity of work 
turned out monthly by each gang or single piece workers at 
a fixed rate fur each kind of work. The amount so earned in 
the case of gang piece-workers is distributed as follows: 

" The total alllount ('arned by a gang at the daily rate of 
wage is deducted from the piece work till", and 

the balnnce (profit and loss) is divided in the 
proportion of one quarter to the head piece 
worker; three quarters to the gangmen in pro
portion to the amount earned by them at the 
daily ratc of wnges. Thus each man is paid his 
wages plus his share of profit or minus loss as the 
case mny be, i.e., the difference between piece 
work earning and the daily rate is on an 8yerage 
of 33 p('r ('('nt. inclulling oyertime." 

Bonuses nre granted for quick work, work finished 
before contract time, etc. : indeed, in India, for skilled labour - . . .. 
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many varieties of payment by results are tried to encourage 
quicker and bigger output, and until restriction of output is 
part of the Indian working man's gospel, the field is open to 
all methods of en~uraging speedy and good work. The more 
recondite systems of wage payment connected with Scientific 
Management are still much too advanced for India. It may 
be remarked here, however, that experiments' in fatigue 

. testing and other concomitants of scientific study of labour 
have begun. 

In a wage return one reads '! bonus 20 per cent. grain 
allowance; " .. bonus of one anna per rupee; " .. plus 50 per 
cent. cost of living bonus; " .. war bonus 30 per cent.", and 
similar phrases. All such bonuses were granted when the 
cost of living went beyond the current rates of wages. Not 
knowing whether the war prices were to last, employers in 
India, as in other countries, granted war bonuses. These 
bonuses were granted in order to avoid raising wages; they 
were a handy method of differentiating permanent scales 
from what was considered at first likely to be a temporary ex
igency. But the bonus scheme has had very unfortunate 
results, especially in Bombay and Cawnpore. In Bengal, 
bonuses were granted as an addition to monthly wages and 
later the two merged.1 The bonus, it may be added here, is 
an eminently oriental method of payment: it is akin to 
bakshish, and appeals to the workman. Like other bonuses, 
it tends to be looked on as a right, as Bombay experience 
shows. But, as in time keeping bonuses, it may be used with 
advantage. In some cases good time keeping is encouraged 
by a small bonus at the end of the month. The Indian 
workman does not respond to the bell or gong as does his 
western brother, and he occasionally needs a little enticement 
to malce him punctual. Punctuality bonuses serve quite as 
good a purpose as does the more common obverse in India-
unpunctuality fines. Bonuses are also useful expedients for 
times of scarcity, which recur in India . 

. Special attention must be given to the Bombay bonus 

I For prllClical pnrposel. Ibough they an> .LiIl ibowll .. paule ill IIIill booluo. 
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system, the history of which is as follows. In July 1917, a 
war increase in wages of 10 per cent. was granted by the 
Bombay Millowners' Association. In January 1918, the As
sociation increased the bonus to 15 per cent. At the end of 
the year a general strike, arising from a single strike at the 
Century Mill, broke out, and tbe strike ended on the follow
ing terms. The war bonus was increased from 15 pet cent. 
to 35 per cent., and termed a special allowance on account of 
the high price of food-stulfs; and wages were augmented by 
payment of a bonus varying from Rs. 10 to Rs. 20 per 
worker. This agreement was drawn up on the 22nd January 
1919, and at the end of the year the owners granted 
bonuses to all employees according to length of service. 
Strikes followed, with demands from the workers for an in
creased bonus for certain workers, for a month's privilege 
leave per year (i.e., leave on full pay), and for other conces
sions. Most concessions were refused by the owners, who in 
a reply iasued to the workers specifically stated "The Com
mittee (of the Millowners' Association) can make no definite 
announcements as regards annual bonus. The question is 
one of profits and good-will. and no undertaking can be 
given." Bonuses continued to be paid for the years 1921. 
1922 and 1923. The bonuses were based on monthly wages 
earned by eBrh worker: and tbe management bad not annual
ly warned the lI'Orkers that the bonus depended on profits. In 
1923 it became evident tbat the industry was not doiDg 
sufficiently well to pay a bonus, and in July 1923 the Mill
owners' Association decided to post notices in the mills to the 
e«ect tbat no bonus would be paid. No bonus was paid, and 
in January 1924, a general lock-out was declared. The lock
out (aotually it was panly strike and partly lock-out) was a 
protracied one. and Government ultimately intervened. A 
Commitliee of Enquiry W88 appointed, of which the Chief 
Justire of Bombay, Sir Norman Marleod. was Chairman. 
After a full enquiry the C()mmitw reported that the results 
of the working for 1923 were such as to justify the contenlion 
of the millowuE'1'S that the profits did Dot admit of payment 
of a bonus, 
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The following passage from the Report,1 quoted in 
extenso, admirably sets forth the workers' yiew:-

" It seems clear, if the evidence of the few ,yorkers whom 
we have examined is to be taken .18 expressing generally the 
views of the workers, that OWlllg to the payment of a Lonus 
for five consecutive years the workers consider that they have 
a just claim against the millo,,-ners. They do not stop to 
consider whether or not it is based on the contract of employ
ment, they cannot say that the employers agreed at the begin
ning of anyone year to pay the bonus at the end, whatever 
the results might be, and they mayor may not be aware in 
fact that the millowners in each year haye paid a bonus on the 
results of the past year's working, and have never made any 
promise for the future except that the bonus was dependent on 
profits. The workers, however, now desire to divorce this 
demand for an extra payment at the end of the year from the 
question of profits or the general condition of the mill 
industry. 

Their demands are based either on a system of 8 

deferred payment of wages under which a proportion of the 
worker's wages is deducted each month to be paid to them at 
the end of the year, or on a recognition of one month's privi
lege leave on full pay being allowed for 11 months' work, or 
lastly on the fact that the previous payments of a bonus have 
created an equity in their favour, for their being paid some
thing extra at the end of the year whether the employers can 
afford it or not. It has been suggested to us that, because the 
increase in the wages allowed from the year 1917 owing to 
war conditions was called a "\Var Bonus," the mill 
workers have looked upon the annual bonus as really a part 
of their wages and it is possible that the majority of the mill
workers could not understand the distinction between the 
increase in the monthly wages which was called at first 8 

" War Bonus," and the extra payment at the end of the year 
which was also called" Bonus." Moreover. those workers 

1 The Report of the Committee ia given in tho Bombay Labour Dantt •• 
)lr.roh. 19116. 
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who came &0 work in the mills after the beginning of 1920 
would have heard that a bonus had been paid before, and 
finding that this was received in the following yean without 
any warning such as we have referred to above, they have 
come to look upon i\ as a payment &0 which they are enti&d 
aa a matter of right according &0 the period for which they 
had worked. But we doubt very much whether the WOl'kers 

would aeriously consider any system of privilege leave as a 
substitution for Ute bonus, since it would exclude all those 
who had not worked continuously for 11 months, especially 
those who are in the habit of going to their country in May 
to cultivate their fields. It has been conceded that workers 
who left before the date declared for calculating the bonus 
were not entitled to it, but Ute expectation of getting a bonus 
is said to be an inducement to many to continue working 
instead of going back &0 their villages." 1 

In Ahmedabad there was trouble from a '"milar cause in 
1921, when a dispute regarding the detailed terma (not the 
principle) of the bonus arose. The dispute was settled on the 
mediation of Pandit Madan Mohan Malaviya, and the cir
eumstanoea of the case led him to make the following general 
remarka: 

•• I am clearly of opinion that when a mill baa made 
handsome profits, the workmen who have by 
their faithful eo-operation enabled the mill to 
earn such profits, should, as an Ol'dinary rule be 
given at the end of each year a bonus equal to 
one month's salary. When the profits have been 
extraordinarily handsome, millownera might 
very properly and wisely give a larger bonus &0 
the workmen." 

Bonus strikes broke out in other areas, but in each case 
the principle was the same. Bonuses are easily paid in good 
years, and when they were granted in India profits were ab-

I Tbo ...... io prialood ...... ......,.u .. she ~ '" she _, LaJM.r 
~ .. w_ .... H ...... ill Ibo c..a- KiD~. 'ftoe ....... io _ ...... 
.. Ibo s-h, ,....., a...u.. Il ....... 1_ 

al 
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normal. Later losses were also abnormal, but the ·workman 
relished the loss as little as the master. . 

. In Bengal a distinctive system has grown . up. In 
Bengal the great majority of jute mills at present work for 
foilrdays a week only-from Monday to Thursday. There is 
a: reserve of two working days to be called on when.the pros
perity of the il!dustry demands it. Most miils, it may be 
stated~ ·work ona multiple shift system; only the newer mills 
work the clean cut double shift, or as it is usually knoWn in 
Bengal, the single shift. The four days' week is an owners' 
dev~ce to suit the market, and when the change was made 
from the six days' week, a concession was granted to the 
work!p.en it). the form of khoraki. Khoraki means really a 
subldstencewage. The workers are paid their usual rates, but 
to 'compensate for the loss oftwo days'. or one and a half day's 
work, they get. a sum reckoned to be one day's cost of living. 
Khoraki has ail along been kept distinct in the mill wage 
accounts, and it contains within it the seeds of trouble when 
fiv.e or Jlix.days· working is resumed. The worker, whatever 
his: claim in equity to the khoraki, will give it up hardly. In 
several mills the change has been made from four to six dayg' 
working; in more than one case there has been theinevi
table stn"ke: 

. .'l'h~ Assam Labour Enquiry Committee. appointed after 
the tea· garden troubles of 1921, to investigate the standard 
or' tea wages, considered the possibility of a bonus propor
tion~te to the prosperity of the garden year by year. The 
general opinion of tea garden managers was against it on the 
groUnd that the coolies would not understand why no bonus 

'or a reduced-bonus was given in bad years. The Committee. 
like the Bombay Industrial Disputes Committee. reported that 
the bonus system was .. impracticable and undesirable." t 

This represents the view of ninety-nine out of a hundred em
ployers in India. As we have already seen, the successful 
working of bonus systems, or profit-sharing, requires a high 

t Paragraph 134 of tb. Reporl of lb. Assam Labour Enquiry Committee. 
19111·l1li. 
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measure of intelligence, and even fairly high intelligence. at 
times fails to prevent trouble when bad times mean a reduced 
bonUj! or share in profits, or none at all. To expect bonuM 
systems to operate successfully among employees the great 
majority of whom are illiterate is out of the question. 

The payment of wages in India is intimately bound up 
with the type of workman. The physical and mental types 
vary enormously from the simple aboriginal to the mechanic 
who has had to go through a thorough apprenticeship, which 
may include theoretical training at a technical institute. In 
making international comparisons this is of the utmost .Im
portance. India suffers continuous pressure from outside to 
pass laws bringing Indian labour into line with western labour 
and in recent years much has been done to westernise labour 
conditions. Hours have been limited by statute; sanitation 
provisions enforced; workmen's compensation begun; child 
labour regulated; in many cases such legislation is passed in 
opposition to the worker. The Indian worker, even in the 
higher reaches of intelligence, is very much a person sui 
generis ;he prefers to live and work in his own way. In cases 
strikes have been occasioned by attempts of managers to 
enforce· the liberal provisions of the recently amended 
Factories Act; in some instances the provisions have proved 
quite unenforceable. The same may be true of the labour 
provisions of the amended Mines Act, which came into effect 
on the 1st July, 1924. The time is not yet ripe for judgment, 
but it may be said that the hours of work provisions have 
given grave cause of doubt to those closely oonnected with the 
management of mine labour. 

A few paragraphs are now given to a ·discussion of wage 
conditions in two of India's chief industries-roal mining and 
tea. 

The Indian oolliE'ries,l which extend from Burma and 
Assam to Baluchistan, and from "Baluchistan to· Mysore, 
employ, in all, some 18-1,355 persons. The chief mining 
areas are in the provin<'t"s of Bihar and Orissa and Bengal. 
ThE're al'l' SE'vE'fIIl SE'parnte al'l'as of development in Bihar and 

1 19l1i &c- (wid, lIopoR 01 Chio! ~ 01 MiDeo far IVlli). 
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OrissB---ilOm~ highly developed, some in the process of develop
ment. The developed areas are Jharia and Giridih; those 
about to be developed are Talcher and Karanpura. In Bengal 
the collieries are in the Asansol and Raneegunge areas. For 
our present purposes we may speak of the two areas as the 
Jharia andihe Raneegunge fields. In both of these areas 
labour is partly imported and partly local. In Raneegunge 
.he proportion of imported labour is smaller than in Jharia. 
The typical Raneegunge miner is a small farmer, or, rather, 
belongs to a small farmer's family, and has a family interest 
in the farm. He goes to the mines to earn enough to keep 
himself and help his father. Even if he keeps himself he does 
well, for the farm produce has one mouth less to satisfy. The 
mines are a godsend to the family, for they provide a means of 
subsistence close at hand. The miner leaves his home daily 
for the mine, if it is reasonably near-say within ten miles. 
H it is further away he will have to settle down iemporarily 
near his work. During his period of work he will take as 
little leisure as possible. His meal times and sleep will be 
cut down to the minimum to let him earn enough to go back 
to his home. He works for only ~hree or four days a week: 
the piece rates are such that in this time he earns enough to 
fill hi" f.tomaeh and perhaps have something over to add to .he 
family purse. He does not work to save: he works to satisfy 
immediate wants. During the period of actual work, our 
miner will be .. all out." If he could he would work twenty
four hours a day, to let him get out of the dark mine and back 
to his village home. Rest periods are of no consequence to 
him during work: he knows little of them and cares less, for 
does he not have four days a week rest period all on end? Yet, 
were Indian labour properly internationalised, he would have 
to work, say, only six hours a day. He would rather not go 
near a mine than work thus, for under such conditions he 
would get back to his village only for Sunday. Ii will thus 
be understood why the amended Indian Mines Act, passed on 
the 23rd February, 1923, regulat.es the hours of employment 
in terms of weekly hours, thus (Section 23 of the Act) :-

.. No person shall be employed ill ~. mme--
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(a) on more than six days in anyone Week; 
(b) if he works above ground, for more than sixty 

hours in anyone week; 

(e) if he works below ground, for more than fifty-four 
hours in anyone week." 

No miner works for fifty-four hours in anyone week, not 
because of the Act, but because no power on earth could compel 
him to work so long. But did the Act enforce a six, eight 
or twelve hours· day, there would be an immediate diminu
tion in colliery labour, for the farmer-miners would prefer 
to 8tay at home. 

The same is generaUy true of Jharia. Labour in Jharia 
is not of the same type 88 in Raneegunge. In Jharia it is 
impossible to have local farmers to do the work: the miners 
are farmers, but they come from further afield and settle down 
at the mines for a period of each year. Labour is imporied 
from the surrounding and other areas which can supply it. 
Miners stay a few months on the mine and then go home. 
They are miners for, perhaps, eigM or nine months during 
the year. They must go home at sowing time or harvest time 
and help their families. In bad years labour is plent.iful, for 
a bad harvest means 18118 food to go round. Bad harvests 
mean good output at the colliesies, and, also, good recruiting 
years for the tea gardens. It makes no dilJerenoe to the 
mentality of the collier whether harvests are bad or good, or 
whether he is settled in the mining area or not. He works 
tiD he earns enough to fill his stomach; and no one can compel 
him to exert himseH further. 

In 1921 the writer conducted a confidential enquiry into 
wages in coal mines for the Government of India. Although 
ihe results were not published, it is possible to set down here 
a few of the general conclusions reached. T~ show not 
so much the method of payment 88 the type of mind that has 
to be tsken into account when methods of payment are densed. 
It may be mentioned that in ~mber 1920 mine owners had 
raised wages by some 20 per a-nt. This rate was a peral 
one, and was adopted. though not uniYl!l'8ally. by EuropMIl 
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and Indian owners and managing agents. The rate pres
cribed by the Indian Mining Association applied to miner9 
working under the most favourable conditions. A first-class 
colliery providing good conditions such as soft cutting coal, 
surroundings, good ventilation, and tubs close to-the cutting 
face paid (before December, 1920) six annas per tub of 13 
ewts .. Higher rates were given for more difficult mining. 
The new rate added Ii annas more per tub of 13 cwts. to 
colliers working under first-class conditions. The rate varied, 
as previously, according to the difficulty in extracting the coat 
The increase, granted to meet the rise in the price of commo
dities, had the immediate general result of reducing- output, 
for the miner had to work less to· earn the same wage as 
before. Attendance became worse and. irregularity more 
mBl"ked •. Under the previous rates miners usedto.work four 
to six days a week; now they worked only three or three and 
a half days. The miners' output during the period of working 
did not suffer; he simply worked shorter time, ,In .B.QII)e 
cases miners worked more or less regularly fora fortnight, 
·then they went. home for a fortnight, to retumfor anot~~r 
round of a fortnight, and so _on. In the absence of: -more 
miners, output suffered considerably, and various means were 
discussed. to persuade the miner to " win .. more coal. In 
actual fact the miner is a simple soul, with simple tastes. His 
staple r~quirements are rice and dal, and grog. I qU?te 
from a report written by me at the time;- _ .. 

" The whole difficulty of the position is that the miners 
belong to. a primitive people. Their desires for money end 
when they think their physical needs are satisfied. Their 
physical needs are few. They are limited mainly to the pro
vision of food and grog, and, once the miner has enough 
money to provide these, nothing in the world will persuade him 
to earn· more. He thoroughly believes in the virtue of idle
ness. In fact, he only works spasmodically in order to enjoy a 
fairly long period of idleness. The miner also does not like 
discipline. In fact, were the diRcipline of the mines severe, 
it is probable that a very large n~~ber of th~ miners would 
leave their occupations. Coal mmmg, espeCIally the actual 
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cutting of coal, is by no means a savoury occupation, and one 
of the reasons which keeps the miner at his work at the pre
sent moment is that he can go into and come from the mines 
just as he pleases. All the mine managers recognised that the 
miner cannot be driven. Nothing will persuade him to work 
more if he thinks he has earned rest, and the only method 
to cure this attitude is either to multiply the miners indefini
tely or to provide machinery for cutting coal if the output is 
to be increased. 

The miners belong to a type of mankind which is rapidly 
disappearing from civilisation, the type which is often asso
ciated with the ideal state of nature. Coming from their 
primitive villages with their primitive methods of life, these 
men and women have become parts and very important parts 
of the modern industrial machine, and the demands of that 
machine make it essential that their ways of living should be 
aUered .. In due course, doubtless, these people will be con
verted into efficient workmen according to our modem stan
dards, by means of education and contact with other types of 
life. Essential as education may be for industries, one may 
prophesy that ultimattely it will raise more difficulties than 
it will allay, and that, on the principle that whosoever in
creaseth knowledge increaseth sorrow, it will not make the 
present happy population in the mines happier. 
. At the present time very few of the miners save any 

money at all. There are a few, however, of the very best 
miners who do put by money and invest their savings in land 
or eattle" The exnmpleR do not s!"em to be suffieiently numer
ous to infect the great body of miners with the idea of 
material prosperity. One method of encouraging the miners 
to save money suggested was that more adequate means should 
he provided for the miners to invest their savings in cattle 
and land. I hpard of no organisation in existence whieh had 
this for its ohjPt't." 

The method of -Wage-payment has little effect on
the miner, who canis only for results. Various means have 
~n- devised to make the miner more eagt'l' to earn_ The 
simple pi_ method (which as in all coal fields is accompanied 
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by contract and gang piece work) has failed to affed output, 
because large earnings are not an attraction. The manag&
ment has had to bear the burden, and this it has done by the 
provision of mechanical cutters, and of better facilities for 
working and removing coal. These measures have to some 
extent overcome the labour difficulty. One manager of a 
large concern had in his mind a differential piece rate to be 
applied to the higher staff, to encourage inventiveness and 
general efficiency. At the Trade Union Congress held at 
Jharia in 1921, Mr. Pattinson, Chairman of the Indian Min
ing Association, outlined a bonus scheme with the object of 
encouraging high output. Very high rewards were offered 
for high output. But these methods are of little avail. What 
has been tried is educating the miner to want more, to in
crease his needs. Some have tried to educate him to appr&
ciate cinema shows. The shows are given free at first: then 
a charge is imposed, with the hope that the miner will require 
more money. Football, cheap jewellery and other harmless 
• needs' have been tried. Grog, as has been said above, is 
one of the staples of the miner. He must have his week-end 
•• drunk", and the mining industry suffered severely at one 
period when the non-co-operation attack was made on excise. 
Political It'aders, in their desire to stop government revenue, 
were able to persuade the colliers for a short time to give up 
liquor. . The persuasion was short-lived, but while it lasted 
output went down because the miner had one need less. Some 
colliers earned the same money as before, and (so I was in
formed by a contractor) they had to spend it somehow. It 
was spent on women, and venereal disease returns went up 
rapidly. With the collier drink is an essential: he cannot 
thrive without it, and the non-co-operation victory for temper
ance was very short, and while it lasted it was more a paper 
than a real victory. I was informed by a well-known mauager 
that one Sunday afternoon a very well-known political leader 
had a big meeting of colliers at which he proposed the t'lm
perance resolution of the time. He asked a show of hands in 
support: every hand went up in his favour. Satisfied with 
his mission he went off to another area, and, said the manager, 
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never in all his experience in the coal fields had he seen so 
many drunk miners as on the evening after they had so 
unanimously supported the resolution. 

The stomach regulator of wages in the minefields, among 
a certain grade of labour, is almost automatic. Output in 
other countries is carefully regulated by unions. Careful 
figures are kept by well-trained offices, but it is doubtful if the 
result is more effective than is the case with the Bengal and 
Bihar miner. It need hardly be added that there is no trade 
IInion among the miners. In spite of the attempt of the All
India Trade Union Congress, which held its annual meeting 
in 1921 at Jharia, thert' is not the semblance of It single union 
or of a federation. The all-India meeting left no trace in the 
minefields: indeed it is doubtful if one among a thousand 
miners understood what the purpose of the meeting was. 
Mine managers are still trying to devise means to make the 
('olliers E'arn more. Machinery has been introduced, and this 
had led to the importation of a more stalwart type of labour
Sikhs, l'lInjabi Mahommrdnns, in one case, Yorkshiremen. 
The medley of physiques, tongues, characters, religions and 
customs makes unionism more remote and the problem of 
,,'ages still more complicated. 

The tea gardens of Bengal and Assam aceording to the 
1921 census employ over 700,000 persons.1 The great major
ity of the workers are imported from other areas in India. In 
Bengal there is, especially in the Darjeeling district, a fair 
amount of loral and Nepali lahour, but the following extract 
from the 1921 C.ensus Report shows the nature of most of the 
labour :-

.. In .Tnlpaiguri district the most numerous people 
among the labour force are Oraons and then 
Mundas, in Darjeeling Khambus and Rais 
(Jimdars) and then Murmis. - - - - - Of the 
coolies in Jalpaiguri, 90,348 were born in the 
Chota Nagpur plateau and 29,018 in Jalpaiguri 
district, mostly the children of imported coolies. 

I The ._1 6j!UIM .... :-Aaaam 117 .us: BonJ1Ol lSS.M9. Soo c_ ., 1 ...... 
1m. Volume I. Cb'pl6 m ... boN • c1eIUIo4 "-rip"'" 01 lb. labour io gi_. 
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Of the coolies in Darjeeling 29,632 were born' 
in the district, 8,359 on the Chota Nagpur\ 
plateau and most of the rest in Nepal." I 

In Assam (the Assam Valley, Cachar and Sylhet) the great 
majority of labour is also imported. The local labour is of 
little importance. We are not concerned here with recruit-, 
ment: all that need be said is that it is conducted under! 
fltatutes by organisations in which the tea interests and Gov-; 
ernment are concerned. Details, historical and ac_tual, on' 
this subject will be found in the Annual Reports on Immi-, 
grant Labour in the Province of Assam, issued by the Govern· 
ment of Assam, in the reports of the recruiting and supervising 
agencies (the Assam Labour Board and the Tea District~ 
Labour Association; also the Tea Association), and in the 
Report of the Assam Labour Enquiry Committee, 1921-22, 
Tea garden labour is recruited from every source in India 
capable of 'providing it, but chiefly from Chota Nagpur, the 
United Provinces and the Central Provinces. It is thus re' ' 
cruited from the same areas as supply the collieries, and is of 
the same type. Recruitment is costly, it may be added, an4" 
the cost per recruit provides every inducement to the tea gar~ , 
den managers to make the conditions of work as attractive as 
possible. 

An analysis of the system of payment in tea gardens 
illustrates the difficulty of reducing the methods of payment 
in India to a system; in this respect tea-garden labour is 
emblematic of the whole wage-system. Tea garden labour is 
usually classed as agricultural, but, unlike ordinary agricul
tural labour, it is organised and thus bears a rpsemblance to 
factory labour, which, as we have seen, is only a very small 
percentage of the total Indian labour force. Tea garelens also 
have factories in which factory labour is employpd. anel, under 
the Factories Act as amendeel in 1921, tea fadorie!! (anel 
also the similar ineligo factorieR) are now technically claRseel as 
factories anel are registereel uneler the Factories Art _ There is 
no elear line of elemareation. Umlpr Rertion 35 of the Fartories 
:Act, tea factories (as distinct from tea gardens) have to keep 
a register of factory labour, but the keeping of such a register 
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has led to much difficulty. The factory staff is only partially 
permanent: labourers are brought off the garden or sent into 
the garden as circumstances demand. A sick garden worker,: 
~or example, not able to stand wet weather, may be brought 
mto the factory for light work. But here the Workmen's 
Compensation Act comes to the aid of the Factories Act. The 
Workmen's Compensation Act does not extend to agricultural 
workers, but it includes all who work in registered factories. 
Thus tea gardens in their own interests must keep a strict 
record of their factory labour. 

The conditions of tea garden labour are fully set forth 
in the Report of the Assam Labour Enquiry Committee, which 
was appointed after the historic exodus in 1921. Here we 
are concerned only with the system of wage payment. Tea 
garden labourers are mostly paid piece rates which depend on 
the quantity and quality of the work done. Wages may be 
paid daily, weekly or monthly. A standard daily task is set: 
the task in Assam is known as the rririkh, the payment for 
which is called hazira. The hazira8 paid, say, at the end of 
the month, are the equivalents of the nirikhs. A labourer 
who completes his nirikh for each working day of the month 
earns his full monthly wage, or, rather, the minimum month
ly wage, for the employer must provide every man with a 
IIirilih to ('nable him to earn his hazira. Besides this, it is 
the custom to provide opportunities for extra earnings, for 
certain work, at certain se.asons of the year; these are known 
as ticea. Ticca earnings depend on various factors, such as the 
amount of work to be done, the number of labourers, the finan
cial condition of the garden, and the season. U there is abund
nn('{' of roo\irs the rhnngt's of ticca earningR are smaller than 
if the labour forra is relatively meagre. In times of depression 
managers must cut down costs and leave work undone which 
otherwise might be done. In dry seasons ihe output of leaf 
may be smaller, with less plucking to do. In the cold weather 
there is ll'ss work to be done than in the hot weather and rains. 
On the other hand, labourers may be satisfied with the mini
mum of haziras. Tbey may prefer to work on their own plots 
of land in their spare time; or to slel'p and enjoy themselves 
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in their own fashion_ Ticca work in some gardens, like over
time in factories, is paid at increased rates_ The Labour En
quiry Committee found that in some gardens, in preference to 
raising wage rates, managers gave more opportunity for ticca 
earnings when the cost of living was increasing during and 
after the war. 

The above system is not universal. Several gardens in 
the Darrang, Sibsagar and Lakhimpur districts have a unit 
system. This is really a variation of the hazira and ticca 
systems. This system is based on the one-anna unit in hoe
ing and pruning, and on the pice unit in plucking. The idea 
of the unit system is to give the labourer unlimited oppor
tunities of earning as much or as little as he chooses, and that· 
he should know beforehand what his earnings will be for the 
amount of work done. The system is appraised as follows 
in the )'teport : - ~ 

.. Under the unit system payments are usually made 
weekly as it is believed that this practice tends 
to less indebtedness among the labour force, in 
so far as a cooly earning ready money weekly is 
perhaps less likely to require advances from the 
garden or from money-lenders. It is also said 
that the unit system makes it easier to reduce 
tasks when such a course is considered advis~ 
able. It may also facilitate the correct mainte
nance of the wage registers. As regards the 
disadvantages of the system, there is perhaps a 
tendency to sacrifice quality to quantity. As 
the cooly is not bound to complete a minimum 
day's task, it must be more difficult, especially 
in the case of hoeing, to make measurementlt. 
Though the system undoubtedly gives a chance 
to the hard-working cooly, it tends to impover
ish those who are lazy or improvident. The 
opinions of managers who work on this system 
are somewhat conflicting. The Committee 
feel some difficulty in criticising the system. 
They think it is reasonable to expect the CODl--
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pletion of a standard daily task. One advan
tage of the hazira system is that it is easier for 
the employer to estimate the time required 
to complete a given piece of work. Perhaps 
it would be correct to say that the unit system 
is an honest attempt to induce the cooly to 
increase his earnings by doing more work, 
while leaving it to him to decide how much he 
does. ',' 

Another modification of the hazira and ticca system is 
where, after the labourer has finished the standard task, extra 
work is offered at so much per anna. The labourer may do 
as much or as little of the extra work as he chooses. 

Where tasks cannot be measured, time wages are given, 
e.g. in .plucking at the beginning and end of the season. 
Time wages are paid in such cases, but there is also a 
stipulation that a certain amount of work shall be done. 
Supervisors or foremen (sirdars) and watchmen (chowkidars) 
are paid time rates. In some cases sirdars are paid bonuses 
or commissions on the amount of work done by their gangs. 

Bonuses are paid to labourers at the end of their 
agreements, and these may be looked on as deferred wages. 
They are part of the wage contract when the cooly is recruit
ed. The purpose of such a bonus is to induce the cooly to 
stay on to the end of his agreement, i.e. to prevent him from 
changing his garden or deserting. The Assam Labour 
Enquiry Committee very pertinently suggested that, in con
sidering the adequacy of remuneration of labour on the tea 
gardens, it would be more correct to use the term earnings than 
Ifages. The wages book shows money earnings (hazira, 
ticca, etc.) ; the bonuses granted at the end of contracts may 
be added, hut there remoins a number of concessions which 
vitally affed the reol income of the garden labourer. These 
('oncessions include housing, medical attendance, land for 
('ultivotion, grozing lond, fuel, cheap rice, clothing. and 
blankets, and It short note may be given on each head to illus
trate what is universal in India, ~'hether it be agricultural or 
factory labour. Conce"8ions, of course, vary in degree from 
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place to place and industry to industry, but in some form they 
exist practically everywhere. 

The Assam concessions were originally statutory. Under 
Act VI of 1901 the provision of house acco=odation, water
supply, sanitary arrangements, hospital accommodation, and 
medical attendance was compulsory, as was also the supply 
of food grains at a price to be fixed by the local government. 
Heavy penalties were provided for failure to carry out the 
provisions of the Act. This Act, however, lapsed, and with 
it ceased the above obligations. In practice tea gardens carry 
out the spirit of the old Act. Every effort is made to provide 
good houses. The type of house varies from place to place. 
Sometimes the houses are arranged very much like the native 
villages of the occupants; in other cases, where land is scarce, 
they are built in barracks, as they are in the more c9ngested 
areas of the jute mills in Bengal. As a rule coolies are given 
the option of living in garden-owned houses or in houses of 
their own building or choice. The cost of garden houses was 
variously estimated in 1921. Better class houses were said 
to cost as much as Rs. 300/-, and kutcha houses Rs. 60/-, 
with, in the latter case, Rs. 15/- for annual repairs. The 
capital outlay and recurring charges are a heavy item in the 
accounts of every garden. So also are the expenses of medical 
work-hospitals, dispensaries, doctors. How far this can be 
called a dmcession is doubtful, for it is obviously in the in
terest of the employer to have healthy labour, and, in India, 
direct provision of medical help is more efficient than contri
buting to the funds of local bodies for the same purpose. The 
same to a certain extent is true of housing, for it pays all 
industries to have a satisfied and, if possible, permanent 
labour supply. 

A concession of a more substantial nature is land for 
cuUivation. A return I for 1920-21 shows that no less than 

t See 1lesotatioD on tmmigraDt Labour tor 1920.21. published by the Guvernment 
of A ...... , "'"" the Aaoam Labour Enquiry Beport, pp. 23, oqq. The figure. for 
1.921.1929 are: ... settlement-holders under Gonmment, revenue Re. 0-13-11; 
wdholden' renl, R •. 6·10-8; gardeno. Be. 1·14-6. 
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126,951 acres were held by labourers borne on tea garden 
books (i.e. as distinct from ex-tea garden labourers). This 
represented one-fifth of an acre per adult, or perhaps two-fifths 
of an acre per family, the produce of which represents a very 
considerable addition to the individual or family income. The 
average rent per acre of such land let out by gardens was 
Rs. 1-9-3 as compared with Rs. 5-14-3 when let by private 
IlIndholders and Rs. 1-13-8 for government land (revenue). 
Generally speaking the land let by gardens to their own 
labourers is Iightly-even nominally-rented, although ordi
nary economic rents as high as Rs. 6/- an acre not unknown. 
Tn bad times rents are frequently remitted. It is understood 
brtween the garden and the cooly who rents land that he or 
Rome members of the family must work on the garden, and, 
liS the ARRam Labour Enquiry Committee found out, the 
obliglltion iR usually ful/lllerl. Conrlitions consequent on 
tenure mlly hest be deRcribE'd in the worrls of the Committee's 
report :- , 

,. Coolies are rarely ejected from the land except as a 
disciplinary measure. In some gardens the 
distribution of land is uneven, and there is 
always a risk that if a manager tries to remedy 
this, his artion will be resented as an attempt 
to interfere with vesterl interests. It is natural 
that those who hoM more than what appears to 
be a fair share should object to a redistribution 
especially if they have had the trouble of 
originally clearing the land, or if it has been 

. sold or mortgagl'd to them. In some gardens 
the lanrl in possession of coolies is regularly 
survl'yed and mapped and leases are issued. 
Land is of little use to the cooly unless he gets 
~uflicient Il'ave to cultivate it and to reap the 
crops. Of late years the tendency in mos~ 
estates has been to grant more liberal leave for 
this purpose. On gardens where it was necess
ary owing to the depTl'ssion in the industry to 
restrirt opportunitieR for overtime elll1ling 
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coolies were encouraged to open out land for rice 
and sugarcane cultivation. As is inevitable, 
new coolies have no land for cultivation. It 
takes a cooly three or four years at least t{) save 
sufficient money to set up a holding with the 

. necessary live-stock. The available land is 
often already in possession of the older resi
dents, and some time may elapse before a 
holding falls vacant. While it may be readily 
conceded that the profits derived are an addi
tion to the cooly's income, the uneven distri
bution of land among a labour force fluctuating 
from year to year makes it extremely difficult 
to arrive at any money equivalent which would 
be of practical assistance in determining the 
value of cultivation to the average labourer on 
an estate. It would not be impossible to extract 
the cases of individuals who hold land and to 
calculate the value as far as they are concerned, 
but it would be obviously incorrect to say that 
the money value of the total crops divided by 
the number of coolies on the books represents an 
addition to the wages of the average coolies 
many of whom, especially new immigrants, 
have no land at all. Another point is that the 
cooly receives no pay when he is engaged on his 
own cultivation situated within or without the 
estate grant, so that the wages foregone would 
have to be deducted from the gain or produce 
sold or retained for home consumption". 

Grazing lands are provided where possible, and the 
gardenR usually employ cowherds to look after the labourers' 
cattle. Fuel also is provided free from forest land belonging 
to garclenR, or. where no forests exist, allowances are some
times given in lieu of free fuel. It is also a common practice 
for gardens to give loans free of interest to reliable labourers 
for marriage expenses or similar purposes. Clothing and 
blanketR are often provided at less than market cost: this was 
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very CQmmon during the period of high war prices. For many 
years special provision has been made to supply lice at reason
able prices. All we have seen, it was at one time a statytory 
obligation on the gardens to provide rice at Rs. 3/- a maund, 
and many gardens, in spite of the lapse of the Act enforcin.g 
this, have kept up this custoQl. The standard now, however, 
is Rs 5/- a maund, and when rice exceeds this figure gardens 
arrange to supply it themselves at a maximum price of Rs.5/-. 
Most gardens have arrangements whereby their coolies are 
safeguarded from being cheated by bazar dealers, e.g. from re" 
ceiving bad or mixed rice. The value of the rice concession in 
Assam may be seen from the fact that the losses on grain (riee 
and paddy) supplied by tea gardens to labourers, as calculated 
on the prices ruling during the year ending the 30th June. 
1921. was over twenty-two and a half lakhs of rupees.' 

In the mining districts attempts have been made to keep 
ininers by giving them land. In some cases collieries give land 
free. in others they charge a nominal rent. In colliery dis
tricts, of course. conditions are quite different from tea dis
tricts. All colliery companies have not zemindari rights. and 
even if they had the land could be let out only to a very 
limited number. The letting of such land is not an unmixed 
blessing. for the miner often prl'fl'TR his land to the mine, and 
output suffers accordingly. Like tea gardens, many collierie£ 
keep a strit't eye on the price of rice. 

How are these concessions looked on by labour? The 
Assam Report, quoting the Labour Enquiry Committee of 
1906. voi<'68 the labour view thus: "It is no use saying that 
the planter provides the <'OOly with extras which count in lieu 
of wages. This is not considered, and will not be considered by 
the person who is being asked to emigrate", and. the Commi
ttee says : " n may be conceded at on<'6 that this represents 
the attitude of the IIvers~ labourer on a tea garden as regards 

1 r ... Jt.otoIiOD .. Immigrul L.bov. l!1!11).ll •• d -'- x.u..- BnqaiJy 
IIopart. P. 1'1. Tho priao eI Inia applied (1. U7. 8'16 _clal ... Bo. 19.19.9&8. 
Tho market priao .... Ra. Tf.79.1lSI showing • clir- aI Ba. ll!I.M.II86. n'. 
fitlu .... an DOl U""'; b1ll \boy Nne to i_ tbe n1 ... aI tbe .. • i<lII. For 
.... ,.... -... ... J_ 1_ .... <Ii ..... _ lie. 0,88.1'1 •. 
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most of these so-called concessions." Yet in making their 
re(,,ommendations, the Committee did not consider it wise or 
practicable to convert the concessions into a money equivalent; 
tea garden managers too were unanimous against such a pro
posal. It is difficult to understand, in view of the Committee's 
findings, how it can be said that the average labourer gives so 
little heed to the concessions. Compared with money wages in 
other industries, the money wages of tea garden labourers are 
low, and were it not for the concessions it is difficult to judge 
how the gardens could attract labour at all. The truth is that 
the concessions have a cumulative effect. Recruiting is done 
by returned coolies or sirdars, and they have to paint a picture 
for the future recruit. Wages, farms, cheap rice, good condi
tions generally must all go into the picture, and it is the result
ing ensemble which attracts or repels. 

Reference has already been made to the Indian family 
system and its relation to industrial labour, and this aspect of" 
the question requires much emphasis in tea garden and 
colliery labour. It is of importance in all industries, jute and 
cotton mills included. The unit in India is the family, not the 
individual, and wages are family wages, not individuals' 
wages .. The following paragraph, taken from the Assam 
Report, shows the bearing of this on tea garden labour :-

.. As a rule, a cooly brings his family with him to the 
garden. In industries, like the jute mills and 
coal mines, the labourer frequently leaves his 
family in his native district and remits money 
to them or returns home after some months with 
his savings. Managers have been asked 
whether the earnings of a man are ordinarily 
sufficient to maintain himself and his family in 
health and reasonable comfort. The usual 
reply is that the earnings would not suffice, 
especially in the case of a large family. It is 
pointed out, however, that in similar employ
ments and in agricultural operations generally, 
it is the custom for the wife-and sometime8 
for the children-to supplement the family 



earnings by their work. Mr. MelituB, for
merly Commissioner of the Assam Valley, 
calculated that the average cooly family con
sisted of one working man, one working 
woman, about three-tenths of a working child, 
about one non-working child, and about two
tenths of an adult non-working dependant. 
This may be accepted. An individual family' 
may comprise a stronger or a weaker group of 
wage-earners, but any exaggerated deviation 
need not be considered ... 

The same is true of mines. The writer has examined 
'several family budgets compiled in Jharia. and from these has 
ascertained that of an average. family of 4.18 members, 2.32 
are earners. The enquiry also showed that while the earn
ings of the father, or head of the family were not sufficient to 
pay the weekly expenses. the total family earnings showed 
a surplus. The surplus went to the home branch of the 
family to which all earning members would sooner or later 
return. Family earnings also account in part for the very 
large remittances sent by jute mill employees to their homes! 
While individually workmen may be able to spare little after 
their weekly expenses have been paid. when living with 
earning members of their family they can spare a great 
deal. 

An interesting point connected with the payment of 
wages is the time of payment. With a few exceptions, it ia 
the custom in India, in factory labour. agricultural labour, 

I 'l'bo ~ of \be Ccmmi_ 01 \be lDdiu J .... Killa • .... Nim si- ... 
,... • ".,_, obcnriac \be ~ 1l1llllbor uuI -* 01 _ ........... by 
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mille __ , _lid _08e, W'CIeN. b., .... ord .... _, by ,he .. fora OIIly .. m.iIrai . 
..... , ,," .... _. Tho &,uno lor tho lu& __ .... (..me ia _1:-
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unorganised labour and domestic labour and domestic service, 
to keep wages in hand for sometime after they have been 
earned. This of course, is not the case in short tasks which 
last only a day or two; but in all cases where payment is made 
weekly or monthly (the month is the usual unit of time in 
India for wage calculation as distinct from payment)-this 
system of deferred payment is, with some exceptions, in vogue . 

. The custom is an indigenous one; it was prevalent before 
large scale organisation began. It serves a very useful pur
pose. The labour turnover per year in every factory is large; 
the main reason for that we have already seen-the fact that 
til\! factory operative is a farmer and wishes to return to his 
home for some time every year. The agricultural connexion 
of the labourer also gives him considerable independence in 
the choice of a job. He may come to a factory, stay for a 
week pr two, decide he would like to shift, and, without notice, 
leave. Factory work under such circumstances would be 
difficult, and the expedient of keeping back wages for a period 
has helped the stability of labour. However much a 
labourer wishes to change his quarters; he dislikes having to 
work without pay. Keeping back his pay makes him give 
dqe ~otice, and enables the management to arrange according
ly; The root cause of the difficulty is an extremely shadowy 
kn(lwledge or appreciation of the idea of contract on the part 
of the worker. This is reflected in several Acts 1 which make 
~uch breach of contract a penal offence. Much as such Acts 
hav\! bee~ criticised, the fact remains that they were neoessary 
in their time: otherwise several industries in India could not 
have been built up. The penal provisions have not much 
longer to live, but in the meantime labour has come to 
appreeiate, even if dimly, that they have certain reasonable 
o1>ligations to their employers. 

Deferred payment is also to some extent a type of in
surance against loss or breakages, though this aspect of it is 
now lost in large scale industry. It is still prominent in 

I •. g. AlB VI 01 1001 (repealed ia 11115); AlB xm 01 l869 (WorkmOll" 
Bruch 01. CoD""", .&ol). 
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domestic service. Carried to extremes, keeping back pay 
may lead to grave injustice or to a type of service not far .re
moved from slavery. I have heard of cases of domestic ser
vants in Bengal being kept six months in arrears. Under 
such circumstances the servant cannot go to other employ
ment :otherwise he would lose his back pay. He could not 
take his case to court, for if he did so he would lose because 
of lack of evidence. Deferred pay sometimes has unfortunate 
results in the case of new-comers. In their case it means 
no pay for a considerable period: in some instances, indeed, 
new-comers' wages are held back for as much as six weeks. 
In the mean time they have to borrow, and borrowing in 
India, though universal, is one of the worst curses of the 
rountry, owing to the very high rates of interest charged. 

A short recital of the prevailing customs in Bengal, will 
show the variety in the time of payment. In textile· factor
ies all employees are paid weekly. They are paid on the last 
working day of the week for work done during the previous 

. week i.e., one week's pay is kept in hand. The payment is 
mnde during working hours. All skilled labour in the 
majority of non-texile factories, including railway and 
engineering workshops, is paid monthly. Payment is made on 
dates varying from the 10th to 20th of the month after the 
wages have been earned: i.e. ten to twenty days' wages are 
kept in hand. In some cases unskilled labour is paid daily: 
in some cases weekly; in other cases monthly, but where the 
men are borne on the regular wages book staff, they receive 
their pay late like the skilled staff.1 

In collieries and tea gardens the deferred system is noi 
80 common. The simple minded collier or tea oooly likes to 
ge& his money at once. In many rollieries the miners are 

• ..".. IDa, ho ..no. .. _lathe. T_ h .. hoeD ....,. dioruaiOll 
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paid at the end of their shift. In many tea gardens coolies 
are paid at the- morning muster for work done the previous 
day. Sometimes ticca earnings are paid weekly. In other 
gardens the coolies are paid weekly, fortnightly or monthly: 
the time of payment depends largely on custom and con· 
venience. The following remarks of the Labour Enquiry 
Committee on this subject are of some interest :-

.. Coolies are creatures of habit and dislike and are 
suspicious of changes. The evidence of Mr. 
Woodward of the Tingri Tea Company is to 
the point. On his garden the coolies are given 
the option of weekly or monthly payments, 
and although weekly payments mean more 
money to the cooly, the majority prefer month
ly payments. It may be that they like to 
receive a lump sum at the end of the month in 
preference to small amounts paid at short 
intervals. One argument in favour of weekly 
payments is that it tends to make the cooly 
more provident. It really depends on indivi
dual idiosyncracy. The careful and thrifty 
cooly doubtless would prefer a lump sum at the 
end of the month. In the case of gardens 
where rice advances are given out weekly and 
where the cost is realised by deductions from 
pay at the end of the month, the result may be 
that improvident coolies have practically 
nothing in hand after payment for the rice. If 
payments are made weekly and the rice is paid 
for in cash, it is probable that the ordinary 
cooly would be more careful how much rice he 
took, and, if necessary, wOllld do Hore work 
in order to have enough money for other 
necessaries. In some gardens where monthly 
payment is the system, there a~ a ce~in 
number, usually physically unfit or ImprOVIdent 
coolieR, who are paid weekly. On the whole 
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the Committee do not feel justified in recom
mending any particular method of payment, 
but content themselves with. pointing out what 
seems to be the advantages and disadvantages 
of the different systems." 

The attitude of lRhol1r towards the time of payment may 
be judged from the fact that, of the 421 strikes recorded in 
Bengal since 1920, the question of the time of payment has 
been raised in only five. 

From what has already been said, it will be gathered 
that the difference between total earnings and money wages, 
and between nominal and real wages is very considerable. So 
far the additions or concessions have been mentioned. 
Nothing has been said of reductions in or substraction from 
wages. This is quite as universal in India as concessions or 
late pR.yments. Reduction in wages arises chiefly through the 
institution known as dastu.ri, literally translated, custom. 
Dasturi is akin to backshish, bribery, and commission. The 
servant requires dasturi on every article he buys for one in 
the bazar : he may perhaps get double-edged dasturi, perhaps 
one or two pice from the shop-keeper in the bazar, which the 
shop-keeper pays to the servant to induce him to go to the 
shop; and one or two ann as he adds to the price when he 
charges his master. The cook takes it on every article of the 
daily bazar, and so long as it is not outrageously high, the 
householder says little. It extends to every walk of life: 
indeed it appears sometimes in the most amazing ways where 
one word least suspect it: in the selling of railway tickets, 
for example. Here we are concerned only with its effect on 
the labourer. The labourer has to pay dast"" to get a job. 
This, in all probability, is a lump sum, but the lump sum in 
itself is not sufficient. TIe may have to pay a regular percent
!\gEl of his pay, or it may be a fixed sum, to the person who 
got him his job. That person is the sirMr. Thus it is that 
a sirdar's job is so valuable. He has an income quite in
dependent of his pay. The income he invests to advantage in 
houses where men in his gang must stay (and pay rent), in 
10l\Os to his fellow-workprs, perhaps in trading-for his men 
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must buy at his shop. The workman may also have to pay 
a fixed sum to the pay-clerk, who, in his turn, may have to 
pay hush money to his superior clerk. The process is unend
ing: even the powerful sirdar has to pay to keep his job. 
Every mill is honeycombed with this sort payment. It is 
natural to the people: they do not complain save when the 
demands become too heavy. They pay as they would be paid 
to: they have not to be bullied into payment: it is, to them, 
a necessary expense. Managers do not-indeed dare not in
terfere. Attempts have been made to abolish it: not one 
has been successful, but strikes have arisen from the attempts. 
Managers know it goes' on; they have, however, much diffi
culty in proving individual cases. The whole system is a 
sort of underground organisation, effective and silent, and it 
has to be accepted as such. The habit is so ingrained in 
Indian society that the injustice 'of these payments is rarely 
mentioned: indeed they are looked upon not as unjust but as 
inevitable, as ,part of the wages or trade machine. In some 
cases there are recognised scales of dastu'ri, but usually it is 
a matterof higgling. The dasturi usually is higher for per
sons on higher pay; it varies in direct ratio to the dignity 
and position of the person receiving it. Only when the 
exactions oocome crushing are such payments likely to lead to 
complaint, and even when they are made a subject of com· 
plaint, ~ome more potent cause lies behind, for example, thl' 
sirdar concerned may be unpopular because he has dismissed 
several workers for flimsy reasons to make room for relations 
or favourites, or he may be over-strict in his supervision. The 
recorded strikes of Bengal show only one instance of a strike 
caused by a demand for dismissal of a sirdar because of exac
tions. Several strikes have been caused by demands for dis
missal of sirdars for other reasons. 

It has been stated above that dasturi exists but usually 
cannot be proved. The lack of proof is not due to its non
existence, but to the unwillingness of individuals to disclose 
details. Dasturi is not only inherent in the wages system, 
but it is a sort of insurance premium. Cases have been known 
ill which ~eveni penalties have bpRn laid down for persons 
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receiving dtisturi; the penalties,. too, have· been -publishe!f 
broadcast so that all concerned should know. The result in 
every case is to drive dasturi further underground. Instead of 
paying in the daylight, the worker goes to the recipient's 
house in the dark; or, if the house is suspected, he will meet 
him in the jungle; In dasturi there is always both a will and 
a way. 

. In one notable case the system was brought to light; or 
it 'would be truer to say, to half-light. As the result of the 
Genoa Convention, passed in 1920, for establishing facilities 
for finding employment for seamen, the Government of India, 
on the 2nd March, 1922, appointed a Committee to examine 
the methods of recruitment of seamen at the different ports in 
India to ascertain whether abuses exist in the Indian system, 
and whether those abuses are susceptible of remedy. The 
Genoa Convention, it may be remarked, was not ratified by 
the Government of India: the appointment of the Committee 
was a compromise. After making exhaustive enquiries, the
Committee submitted a report, which however, was not pub-' 
HRhed. The following paragraph will show the reason:-

•• The Committee have presented a unanimous report 
in which they find that the' present system 
under which shipping companies engage sea
men through licensed brokers appointed under 
section 18 of Act I of 1859 or private brokers 
(in Calcutta sometimes known as ghat s61'angs) 
has resulted in grave abuses. After taking legal 
opinion, the Government of India have decided 
to treat as confidential the first three paragraphs 
of the Report which describe the existing 
system and the abuses to which it is liable." 1 

The recommendations of the Committee are still sub judice. 
and it is impossible for the "Titer, who has been closely con
cerned with the Report, to say anything further here. It 
would have been most illuminating to publish details: but 

, Go ............ , 01 India R.alu1ioD. Luoar s....-. dalad 16th KaJ. 19518. 
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that is forbidden. It can be saJd" however, that the evidence 
<lOIlelU8iv~ly showed the existence of dasturi OIT bribery from 
one end to the recruitment system to the other. and the dasturi 
was ona scale such as would surprise every traveller by sea or 
consignor of goods. 

Dasturi, it may finally be remarked, affects wage stand .. 
ards, as shown in wages returns, in a remarkable degree. It 
is well knowm. by both employers and employees that eertain 
posts have other emoluments besides the paper pay, and the 
paper pay is regulated accordingly. In eome jobs no> pay is 
necessary at all ; the conventional pay is a mere bagatelle com
pared with the gross value of the job. But in these days of 
publicity, it is well to show a paper wage, and pay it. Such 
publicity does not affect dasturi. 

Of profit-sharing schemes which would come within the 
standard defination, there is practically none in India. The 
Bombay bonuses are of the nature of profit-sharing, but, 38 

.has been pointedly brought out by the Bombay mill-owners, 
there is no pre-arranged system of profit-sharing. The follow
ing scheme was brought before the Bombay Committee in 
evidence. It is printed below, as given in the Report 
(Appendix C) :-

II Mr. Natvarlall G. Majumdar, manager of the Shola-
. pur Spinning and ManUfacturing Company, 

Limited, suggests an Employee Copartner's 
Association for every min. He thinks this, 
in combination with Works Committees, 
would go a long way towards making the re
lations of employers and employees satisfactory. 
Under his scheme, a proportion of between 10 
and 25 per cent. of the capital of the factory 
would be held in copartnership certificates of 
small value, available only to an Employee C0-
partnership Association and a fixed proportion 
of these would be assigned to each department, 
any undistributed profits being retained by the 
department to which the certificates are &8sign-
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ed for its welfare work_ Each employee after 5 
ye&J'll' service would be entitled to hold certi
fi?"tes up to a certain maximum according to 
his salary and length of service_ On his reach
in~ the required seniority he would pass a pro-
1D18BOry note to the value of the certificates he 
required and the cost would be recovered by easy 
instalments from his pay. A fixed payment of, 
BBY, 5 or 6 per cent. interest in addition to any 
share in the profits should be made on the cer
tificates. On the employee ceasing to be em
ployed by the mill the shares should revert to 
the Aseooiation at par. The employees would 
thus become participating preference share
holders. Mr. NatvarlaII points out that an em
ployee who does long service in a factory 
stands to lose more than an ordinary share
holder who risks the 8IIlO1JJlt of capital he puts 
in and no more." 

In Bengal no profit sharing scheme is in existence, so far 
as the writer has been able to ascertain. But in Jhajha, in 
Bihar and Orissa, an attempt has been made to start a scheme, 
and I give below the details, as supplied to me by Mr. K. C. 
Roy Chowdhury, M.L.C., who is a director and trustee for the 
two proprie\ors and shareholders of the private .limited com
paDy. Mr. Roy Chowdhurl, it may be remarked, is one of 
the two nominated representativea of Labour on the Bengal 
Legi&l~ive Council :-

"This Company, "jz., the Bihar Lime and Cement Com
pany Limi~, are succes'!ll>n to the Jhajha 
()emeni Company Limi~, 'in liquidation, 
manufacturers of n~ural cement and hydraulic 
lime from calcareollB oodulea (known as kankar 
or ghooting). Its output, about twelve thoU8-

and maunds per month, is all sold to and sup
plied to King George's Dock. Garden Reach, 
under a contraa'. The fa.e\ory stands on a site 
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of one acre and is worked by one steam engine 
as well as one oil engine. All operations ceased 
for two years until revived by the present com
pany in March, 1923, with a labour force of 
only 25, which increased to 80, the present ave
rage strength, including 20 women, and 25 boys, 
with wages varying from four annas for boys, 
five annas for women and six annas for men . ' 
for eight hours work daily, between 7 to 11 and 
1 to 5 p.m., plus occasional overtime at the rate 
of one anna per hour for all. There are about 
12 Moslems and the rest are ~ither Goalas • 
Dosads and Musars. The bonus agreed to be 
paid is 25 per cent. of net profits to be divided 
among workers of not less than 12 months' 
service, from 1st of June, 1923. The balance 
·sheet is being prepared now and profits will be 
.distributed in August. It is also proposed to 
provide free tiffin of 1 seer of milk and 1 seer 
of satoo (powdered gram). Ninety per cent. of 
the labour comes from a distance of about 5 
miles_ .. 

The scheme is quite a new one, and no results can yet be 
reported. 

On .wages, both wage levels and the method of payment, 
there is ample· scope for further enquiry, and it is to be hoped 
that the young Economics and Commerce schools of the 
Indian Universities will produce scholars to take up what offi
cial agency for a long time to come will be unable to afford. 
Labour in India bristles with interest. The industrial revolu
tion is ,yet young in t!ris country, and the moulds are still 
being made in which industrial life is to be shaped_ Labour 
for many years has been a meek and silent force; but it is find
ing a voice and consciousness_ The instigation and inspira
tons, aa in western countries, will ('orne from above. from the 
paternal government and from men and women who feel a 
genuine interest in the working classes. Labonr class consci
ousness will take long, very long. to develop; for, as yet. there 
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is not even the dass to produce the consciousness: it is mixed, 
inchoate, unorganised and largely inarticulate. There are 
faint whisperings of a coming recognition of the dignity of 
labour. At a recent labour conference in Bengal, lor example, 
a unanimous resolution was passed to the effect that the word 
.. coo~'" should no longer be used in describing Indian 
workmen. But Indian labour has a long way to go before 
it can be compared with western labour. In some respects, 
indeed, it may be hoped that Indian labour will never have the 
the same problems as the west .• In the recent International 
Labour Conference (June, 1924), it was reported 1 that a de
legate roundly charged the Government of India with lack of 
sympathy with and care for labour, because they had taken 
no steps to eradicate unemployment. The delegate was doubt
less surprised when the Hon'ble Mr. Chatterjee, who repre
sented the Government of India at the Conference, replied 
that there was no unemployment problem in India, as un
employment is understood in the west. The reason we have 
already mentioned, so far as industrial labour is concerned. 
But there is an unemployment problem in India, of its own 
kind, and a mnch more serious one than the West has known. 
The Indian unemployment problem arises through famines, 
and the steps taken by the governments of India to deal with 
famines-the famine codes-are without doubt the finest un
employment machinery the world has ever known. 

Partly through its political connexion, and partly 
through earnest labour workers, Indian labour has recently 
achieved some prominence in the west, and the above notes 
may help to show how necessary it is to guard against 
imitation of the ,,'est in labour matters, and how every Indian 
labour problem must be approached from an Indian point of 
view. It is not too much to say that were Indian labour to 
have superimposed on it the good things many western theo
rists would wiRh it to have, there would be revolution to
mOl'ro,,~at It'ast the wheels of industry would stop. The 
many notable advances that have been made since the war
the limitation of hours of work in factories and mines; the 

I Tho report ia Mba from • Bealer', to1ecnm ill !be daiIJ __ 
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raising of Ithe age limit for children employed in factories; the 
enforcement of rest periods during work; specia.! provisions for 
:female labour-had they been voted on by labour a.lone, would 
in several instances have been incontinently thrown out. 
Progress in India will, and must, be gradual, even slow, and 
this the international friends of India must learn to appreciate. 



APPENDIX A. 

Recent Legalalion _ Coacilialioa ..... Arbitratiaa. 

The purpose of this Appendix is to supplement the 
information contained in the author's Conciliation and 
Arbitration (Bulletin No. 23 of the Bulletins of Indian In. 
dustries and Labour, published by the Government of 
India in 1922). In the limited space available it is possi. 
ble to refer only summarily to recent developments in the 
subject j and the remarks 'must be confined mainly to laws 
011 conciliation and arbitration. It is quite impossible to 
dwell on the development of trade boards in Europe 
(although a passing remark must be devoted to the British 
system). or on minimum wage legislation in general. Nor 
can we here follow the almost beWIldering complexities of 
Works Council legislation in the old and new states 0' 
the continent of Europe. For information on current 
developments the reader must be referred to sources of 
detailed information. particularly the La"".". Galet" 
(Britain) and the Mo"tA!y Labour RninI (United States~. 
each of which contains summaries of world developments. 
as. indeed. does practically every reputable official labour 
gazette. The publications ot the International Labour 
Office give the fullest information. and to these the labour 
investigator must always turn in his time of need. The 
I"t".""tiorral Labour Rroi,. contains periodic articles 
on industrial peace from first rate authorities j the Siudiu 
."Il R IJo't~ series gives ill silu authoritative analyses of 
labour conditions 1 the LAgisMm~ Swiu publishes ;,. 
,JtIIflStJ aD new labour laws. orders. decrees, eto.--8It 
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invaluable reference source to the 0 fficial i the Industrial 
and Labour Information series gives weekly information on 
labour developments all over the world. 

The notes which follow are set out in the order of 
contents of Conciliation and Arbitration. Only salient 
features are noticed, and where possible attention is direct. 
ed to further sources of ·information. 

Great Britain. 

The only developments which require note are the 
~eport of the Cave Committee or Trade Boards l lmd the 
qeveloprpent of Whitley Councils. The Cave Report" 
wasis~ued in the first half of 1922, and contains a very 
full an;tlysis of the working of the" English system.. After 
~eviewing the evidence the Committee concluded that 
"while the effect of the Trade Board system on trade 
and industry has occasionally been stated in. terms' of ex· 
aggeration, . there is substance in the allegation that the 
~per~tions'of some of the Boards have contributed' to the 
volume of tr~de depression and unemployment ", but that 
"the system on the whole has had beneficial effects, as 
admitted by. both employers and workers." The system, 
says the Report, has succeeded in abolishing the worst 
forms of under· payment. It has improved conditions for 
the less skilled- and poorer workers i in particular it has 
bettered oonditions. for female workers in unorganised in. 
dustries. It has also protected good employees against 
unscrupulous employers, and has stimulated improvements 
in -industrial methods, machinery and organisation. The 
system has also helped to improve industrial relations, has 

.' See.p.70, OOftCiliatio" and .Arbitratiott. 

• Cmd. 1646. 1922. For further information un the Trade Boarda .".tem 
reference ~a1 be made to 14 i.. 8ella'.· analf,it : in b.~ work OD the BCOMmic; 

Eff'~ 9J. tho Brit;,h 1'ooads .B •• rlil. Bvmm (P .. S. Klu •. 1922) ODd to Proloooor 
Tillyard'.- Tho Worm.M tho Bt.e. (Routlodge, 1921). 
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strengthened organisation of both workers and employers 
and has tended to prevent industrial disputes. 

The recommendations. are many and may best be 
summarised in the principal modifications of the old!law 
as set out in the Government Bill which followed the 
Report:-

(a) The Minister of Labour will in the future have 
power to apply the Act to a trade only if 
after a public enquiry he is of opinion-

(i) that wages are unduly low as compared with 
those in other employments; and 

(ii) that there is no adequate machinery for the 
effective regulation of wages. 

(6) The existing power of a Trade Board to fix 
rates of wages which are enforceable by 
criminal proceedings is no longer to: extend 
to rates for all classes of workers, but is reo 
stricted to the fixing of such rates only with 
reference to the lowest class of male and 
female workers actually engaged in the trade, 
for workers engaged in ancillary worK, and 
for learners and juveniles. Rates for higher 
grades of workers may be fixed only with the 
assent of both sides of the Board, and, where 
fixed, will be enforceable only by the worker 
himseH by means of civil proceedings. 

(c) The Minister is empowered after a public en· 
quiry to withdraw or suspend a trade from 
the Act, either unconditionally or subject to 
conditions. 

(d) The Minister is given discretion to set up 
autonomous district Boards where necessary 
and to establish district committees unde~ 
a Board, \\;th such of the powers of a Board 
as he thinks desirable to transfer to them. 
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(e) The time required by a Board to settle, and by 
the Minister to confirm, changes in rescission 
of rates is reduced. 

(j) Boards are empowered to exempt from rates 
time-workers who are incapable of earning 
them. 

(g) Where the proprietor of an establishment em
ploys workers in that establishment within 
the jurisdiction of two or more Boards, the 
Minister is authorised upon his application 
to determine, after consulting the Boards con
cerned, which rates shall operate throughout 
the establishment. 

(h) A referee appointed by the Minister is authorised 
to determine questions as to whether parti
cular workers are within the jurisdiction of 
a Board, and as to the application of rates 
to particular workers, subject to a right of 
appeal to an umpire appointed by the Crown. 

In November 1923, the Trade Boards Act (Northern 
Ireland) was passed. This Act was the result of the re
commendations of a Committee set up in November, 
1921, to advise on Trade Boards, under the chairman
ship of the Marquis of Dufferin and Ava. The machinery 
of Great Britain was recommended, with modifications. 
The chief modifications are :-

(I) Provisional Order procedure instead of Special 
Order procedure is to be followed in applying the Act 
to a trade or in suspending or withdrawing its application 
in the case of a trade to which it has been applied. 

(2) The fixing of a piece-work basis time-rate as a 
protection for piece-workers becomes an obligation on a 
Trade Board in addition to the duty of fixing a general 
lJIinimum time-rate, 
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(3) The power to fix guaranteed time-rates and the 
~uty to fix speeial minimum piece-rates on the application 
of an individulal employer are withdrawn . 

. (4) The power to fix general minimum pieCtl rates 
for iIi.workers is subject toa proviso that the question as 
to whether such rates shan be fixed shan be determined by 
agreement between the representative sides of the Board. 

(5) In the fixing of general minimum piece-rates for 
out·workers the rate fixed .. shan be not less than the 
piece-rates which would be paid for the work if done on 
the employers' premises." 

(6) Provision is made for the safeguarding of juvenile 
workers employed on piece-work by the requirement that, 
during the first six months of their employment in the trade, 
they must receive for piece-work at least the same amount 
of money as they would have been entitled to if employed 
on time.work. If employed subsequently on piece-work 
they must be paid at piece-rates which would comply with 
the provisions of the Act if paid to a worker other than a 
juvenile worker employed on the same piece-work opera
tions. 

(7) The period within which a Trade Board may 
receive objections to proposals to fix, vary or cancel rates 
has been reduced from two months to one month in the 
ease of proposals to fix rates and to fourteen days in the 
ease of proposals to cancel or vary rates . 

. (8) The period \\;thin which the Ministry shall make 
an Order confirming the fixing, cancelling or varying of a 
rate, as the case may be, has been reduced from OM 

month to fourteen days. 
(9) Trade Boards may grant permits of exemptioll 

from the provisions of the Act in regard to minimum rates 
to time-\\'Orkers ... ·ho are incapable of earning the minimum 
rates O\\ing to age or other disability, as well as to those 
suffering from infirmity or physical injury. 
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(10) The Ministry is empowered to extend the jurisdic
tion of a Trade Board over two or more trades which in the 
opinion of the Ministry are of an allied or kindred nature. 

(II) The Ministry, on represent';tions from employers 
or workers in any trade for which a Trade Board has been 
.established, that a district trade committee is necessary or 
desirable in that trade, may establish a District Trade 
Committee to which the Trade Board may delegate any of 
their powers and duties under the Act other than their 
rate-fixing powers and duties. District Trade Committees 
are required, however, to make recommendations to the 
Trade Board as respects minimum rates for the district 
concerned. 

(12) The number of Appointed Members on each 
Trade Board has been limited to one, who will act as 
Chairman. 

(13) The pr<?visions in regard to legal proceedings 
have been amended, and follow more closely the procedure 
under the Factory and Workshop Acts. 

The development of Joint Industrial Councils may be 
traced from the monthly reports contained in the Labour 
Gasette. The Report on the Establishment and Progress 
of JO;1J1 Industrial Councils, £9£7-£922, published by the 
Industrial Relations Department of the Ministry of Labour 
in 1923 gives a full account of the Whitley Reports, the 
establishment and work of the Councils, together with a 
general review, and a note on the Whitley principle abroad. 
A special chapter is devoted to the work of the Councils 
in respect to conciliation and arbitration. The central 
function of the Councils, of course, is the promotion of 
industrial harmony, but a note may be given on the proce
dure of the Councils in the prevention of strikes and lock
outs and in adjusting differences. It may be stated that 
in the period covered by the Report, 73 Joint Industrial 
Councils (of which IS were not functioning), ISO District 
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Councils (apart from Departmental Councils) and over 
1,000 Works Committees had been established. 

In the model constitution for a Joint Industrial Council 
drawn up by the Ministry of Labour, special provision was 
made for the settlement of differences, with a view to bring
ing disputes before those most conversant with them and to 
ensuring as quick a settlement as possible .. The constitu
tion of a large number of individual councils provides that 
no stoppage of work shall take place until the issue in 
question has been considered by the Council. In some 
cases, where such provision has not been made in the 
constitution, the principle has been adopted by a joint 
resolution. In other cases, where questions affecting wages, 
hours and other working conditions have been expressly left 
to the previously existing machinery, provision has been 
made for the intervention of the Councils when the other 
machinery fails. Some Councils have drawn up formal 
procedure for concilidtion and arbitration, and even where 
there is no formal machinery, disputes have been brought 
up in the ordinary course of business, i. e., through the 
Works Committees and District Councils, and the National 
Council. 

Details of individual schemes are given in the report, 
but space forbids their being included here. The fol1owing 
type-that of the National Wool (and Allied) Textile Joint 
Industrial Council, may be quoted:-

II The constitution of this Council provides for the 
annual appointment of the following :-

(a) A panel of chairmen of arbitration courts, three 
persons being nominated by either side; 

(6) a panel of members of arbitration courts, eight 
persons being nominated by either side. 

The nominations for these two panels are from the 
membership of the National Council i 
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(0) a panel of four umpires not being members of the 
National Council but selected by a resolution 
of that body. 

It is provided that the parties to a dispute shall each 
select two members from the panel of members of the 
Arbitration Court and that two chairmen (one representing 
either side) shall be appointed in accordance with a pres
cribed system of rotation to preside over the Court thus 
formed. The award of the Court is to be issued within 
seven days of the date of hearing, and the constitution of 
the Council provides that" it shall be obligatory on both 
employer and workmen to honour the award of the Arbitra
tion Court and to work its terms for a period of not less 
than 42 days, provided that at the end of 28 days from 
the date of the decision of the Arbitration Court either side 
may give 14 days' notice to the secretaries of the Council 
that a dispute is imminent on the issue previously decided 
upon_ (It shall not be incumbent on either party to submit 
the same issue to the Arbitration Court for a second time, 
but where an award of the Arbitration Court has obtained 
for three months, any issue arising' shall be considered to 
be a fresh and undecided one). In the event of the Court 
failing to agree upon an award, provision is made for the 
appointment, either by agreement or by lot, of an umpire. 
from the panel, whose decision shall be final." 

Special Committees have been appointed to deal with 
by several Councils. A successful instance of intervention 
by a Council, after the Industrial Courts Act' had been put 
into operation, is quoted below. The dispute affected the 
electricians at Penistone, and took place in August 1920. 

"The dispute arose is connection with the position of 
a foreman as regards trade union membership, and led to 
a strike of members of the Electrical Trades Union at the 

I See pp. 69 &qq. of OonciliatKni aJWJ Jrbitratio ... 
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establishment of a certain firm at Penistone, followed by 
a lock.out of the members of the Union in the employment 
of member firms of the Engineering and the National 
Employers' Federations_ In pursuance of the powers 

'conferred upon him by the Industrial Courts Act, 1919, 
the Minister of Labour appointed a Court of Inquiry to 
investigate the causes and circumstances of the dispute, 
The Court proceeded to take evidence, Meanwhile, the 
question was considered at a special meeting of the Joint 
Industrial Council for the Electricity Supply Industry, 
which would have been affected by a spread of the dispute, 
when it was agreed that "the Electrical Trades Union 
should be recommended to suspend their strike notices 
until after the Court of Inquiry has reported to the Ministry 
of Labour," and it was also agreed that II the Electrical 
Trades Union having intimated to this Council that they 
are prepared to withdraw the question of principle arising 
out of the Penistone dispute, this intimation be regarded 
as an acceptable basis of settlement, and it is therefore 
recommended that the Engineering Employers' Federation 
should withdraw their lock-out notices and the Union 
instruct their members to resume work immediately." 

At the third day's sitting of the Court of Inquiry, the 
parties asked for an adjournment so that they might have. 
an opportunity of conferring together with a view to a 
settlement on the basis of the Joint Industrial Council's 
recommendation. On the following day, the Court was 
informed that a settlement had been reached and that the 
dispute was at an end." 

The conciliation and arbitration work of Councils deal. 
ing with public utility and municipal sen'ices also requires 
note, Three types of cases are mentioned ,-

(Il) reference to a National Joint Industrial Council 
of a difference bet'A'een the two sides of any 
of its District Joint Industrial Councils i 
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( b) consideration by National and District Joint 
Industrial Councils of appeals against the 
grading of individual undertakings or autho
rities in relation to graded schedules of 
minimum wages rates approved by District· 
J oint Industrial Councils; and 

(c) interpretation of existing agreements as applied 
to particular cases in dispute. 

Successful work is reported in all the above cases; 
and the conclusion of the Report is : 

"The work of the Councils·and Reconstruction Com
mittees in preventing stoppages of work has been attended 
with a very considerable measure of success-a fact due 
in the main to the task of mediation being undertaken by 
the members of the industry themselves with the minimum 
of formality and delay. It must also be borne in mind 
that in many cases where the establishment of special 
machinery has not been considered necessary, the mere 
existence of a Joint Industrial Council on which the orga
nisations on both sides are constantly in touch has been 
effective in obviating disputes. Cases very frequently 
arise in individual firms or localities where an informal 
discussion between the representatives of the Trade Unions 
and the Employers' Associations on the occasion of the 
meeting of the Council suffices to secure that the neces
sary steps towards an adjustment of the matter are taken_ 
The fuller acquaintance which results from regular 
intercourse on Joint Industrial Councils or Committees 
between the leaders of either side greatly diminishes 
the opportunity for disputes to arise through lack of 
goodwill or of mutual understanding. Further, the fact 
of such matters being liable to discussion by either 
side of the Councilor by the Council itself in full 
session, renders it difficult for an individual association 
or group of persons to maintain an unreasonable 
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attitude towards other parties similarly engaged m the 
industry." 

Reference may also be made to the Bill introduced on 
the 14th April of . this year by the Minister of Agriculture 
and Fisheries "to provide for the regulation of wages of 
workers in agriculture, and for purposes incidental thereto." 
The aim of this Bill is to establish an Agricultural Wages 
Committee for each county of England and, Wales, and an 
Agricultural Wages Board for England and Wales, with 
power to fix minimum rates for workers employed in agri
culture for time work, and alSO, if they think it so necessary, 
for piece work. . Rates fixed by the Committees are, it is 
proposed, to be subject to confirmation by the Agricultural 
Wages Board, which is to be empowered to fix rates of 
wages in default. A Schedule to the Bill lays down the 
constitution of Agricultural Wages Committees and of the 
Agricultural Wages Board. 

Allstralia a"d Nt'lII Zealand. 

The only features of Australasian legislation that 
require notice are the consolidation of the Queensland laws 
in the Queensland Industrial Arbitration Act, 1923,' and 
the New Zealand Amendment Act, dated the 31st October., 
1922, which came into effect on the 1st January, 1923-
The chief features of the New Zealand Act' are these:-

Whereas the Act of IgoS provided that awards were 
to apply only to workers employed for the pecuniary gain 
of the employer, the amending Act states that any award 
may be applied to a County Council or Road Board, on 
application by such authority or by any union of workers 
on behalf of the employees of such body. 

A new provision requires industrial organisations of 
employers and workers to keep proper accounts, and 

• See pp. 101 "'No. C~Ii4ti .. .... A __ 
• s.e p. 1l1li. i ..... 
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empowers the Registrar of Industrial Unions to require any 
association to submit its accounts to audit, if he has reason 
to believe that accounts have not been properly kept or 
that money has been misappropriated. 

It is also prescribed that no person shall be required to 
pay an entrance fee exceeding five shillings on his admis. 
sion as a member of any workers' organisation. Moreover, 
no subscription is to exceed one shilling a week, and no 
levy is to become payable until at least one month after 
a person has become a member. 

Mention must also be made of the New Zealand Board 
of Trade Act, 1919. This Act was passed to supplement 
the Cost of Living Act, 1915, and its aim was to check 
evils in the industrial and commercial system of New 
Zealand arising out of the War. The Act was passed for 
the better maintenance and control of the industries, trade 
and commerce of New Zealand, and though it excludes 
from its scope the fixation of wages, it is sufficiently wide 
in scope to control the conditions of wages. The Board 
is authorised to enquire into any matter which may be 
necessary for the due control, maintenance and regulation 
of all or any industries, and wide powers are conferred on 
it for this purpose. In theory the Board has complete 
power to organise industrial and commercial life in New 
Zealand, but it has not used its full powers; nor has it contri. 
buted anything towards the promotion of industrial peace. 

Canada. 

Reference may be made to the amendment proposed 
in 1923 to be made to the Lemieux Act,1 to the Manitoba 
Industrial Conditions Act, 1919, which provides for the 
establishment of a joint council of industry which has power 
to investigate disputes, and which at the request of both 
parties, acts as a board ·of arbitration; and to the 

1 See pp. 142 &qq., Conciliotioft. ond Arbitfatioll. 



amendment in December, 1922, of the Quebec Arbitration 
Act. The amendment to the Lemieux Act was introduced 
by the Minister of Labour on the 23rd March, 1923. The 
amendment makes it unlawful in industries covered by 
the Act for an employer to make effective a proposed 
change in wages or hours until the matter in dispute has 
been dealt with by a board of conciliation. The Quebeo 
Act prescribes that when a council _of arbitration or con
ciliation is asked for in any labour dispute, no party to 
such dispute shall be represented by any paid agent or 
agents, and the members of an arbitration or conciliation 
council must not be interested in the dispute. Should a 
lawyer desire to represent any party before an arbitration 
council, he can only do so on his agreeing not to accept 
any remuneration. In the case of a strike or lock-out, 
none of the members of the body which is out on strike 
can act as a member of the conciliation board. 

Officers of a labour federation are authorised to ask 
for an arbitration council. The decision of the Minister 
of Labour as to authorisation or refusal to form a con· 
ciliation board shall be final. The minimum penalty for 
refusing to agree to arbitration, when invited to do so, 
is raised from 100 to 200 dollars. 

SOllth Africa. 

The Union of South Africa, in the early part of 1924, 
passed an Act to make provision for the prevention and 
settlement of disputes by the creation of Joint Industrial 
Councils or by Conciliation Boards. The Act prohibits 
strikes or lo<:k.outs in public utility services, provides for 
compulsory arbitration where such services are concerned, 
and contemplates government control when they are 
disorganised by trade disputes. 

The following are the principal provisions of the new 
law. 
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The Act applies to all industries, trades and under
takings except agriculture and farming; undertakings 
carried on by the government are affected only in excep
tional cases_ Employers' organisations may agree with 
registered trade unions to establish joint industrial councils 
for the various districts, which councils shall be registered 
with the Minister of Mines and Industries. In areas 
where a particular industry is not sufficiently organised 
for the establishment of a council, conciliation boards may 
be appointed by the Minister at the request of a sufficient
ly Tepresentative number of workpeople or employers. 
The "parties to any dispute which is referred to a council 
or board may by agreement apply to the Minister to 
appoint a mediator, who shall endeavour to bring about 
a 'settlement of the dispute and shall make a report to 
the Minister. 

A majority of the representatives of the employers and 
workpeople on a council or board may agree to abide by 
fhe decision 'of one or more arbitrators, but such agree
ment must provide for the appointment of an umpire should 
the arbitrators fail to agree. Any award thus made is to 
be binding on all the parties represented on the council 
or board which has agreed to the appointment of the 
arbitrator or arbitrators. Pending the issue of such award, 
or during its operation, it is unlawful to declare a strike 
C!lr lock-out. 

lfthe parties make application that an agreement 
arrived at shall be binding on the parties thereto, or shall 
be extended to other employers and work people in the 
industry, the Minister may issue a public notice making 
the agreement so binding. Furthermore, if he is satisfied 
that the parties are sufficiently representative of the in
dustry concerned, he may extend the operation of the 
award so that it shall be binding upon all employers and 
workpeople in the industry in any defined area. In like 
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manner he may extend the awards of arbitrators or 
umpires. 

In any undertaking, industry or trade covered by the 
Act it shall be illegal to make or demand any alteration 
in the terms of employment without one month's notice 
being given, or such shorter notice as may previously 
have been agreed upon: Either party concerned may 
refer the matter to a councilor board for consideration. 
The alteration of terms of employment which is demanded 
shall not take effect until the councilor board has deter
mined or reported on the matter; but it is provided that 
the report is to be issued within one month of the date 
of reference. 

In the case of disputes between local authorities and 
their employees in public utility services, when a council 
or board has failed to reach a settlement, the parties 
shall agree to the appointment of an arbitrator within 
three days. In the event of disagreement the Minister 
shall himself appoint an arbitrator, whose award shall be 
binding upon the parties to the dispute. 

Power is reserved to the Minister to take over and 
operate a public utility service at the local authority's 
expense should such authority be unable or unwilling to 
continue the service by reason of any lock-out, strike 
or concerted action of its employees. 

It is provided that no strike or lock-out may be de
clared until the matter in dispute has been reported upon 
by a councilor board, and until any further period stipula
ted in any agreement between the parties y.-ithin which a 
strike or lock-out shall not be declared, has expired. 
This provision, however, does not affect strikes or lock. 
outs in public sen;ces, which in any circumstances are 
illegal. 

The Act also contains provisions (or the compulsory 
registration of trade unions and employers' associations, and 
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for the registration and regulation of private registry offices. 
Offences under the Act are punishable by fines or im

prisonment or by both. 
An interesting effort at setting up special conciliation 

machinery for an individual industry is that of the mining 
industry in South Africa. After the close of the big strike 
in 1922, the Transvaal Chaml:>er of Mines and the trade 
unions concerned set themselves to pr~pare a solution to 
their difficulties. After long negotiations a joint scheme 
was finally decided on, which came into effect on the 1 st 
October, 1922. An account of the scheme, of which a 
summary follows, is given in the International Labour 
Revie1JJ for December, 1922. 

The scheme is based on the assumption that 
neither employers nor employees will avail themselves 
of the corresponding province of the Transvaal Industrial 
Disputes Prevention Act.' The conciliation machinery 
is subject to modification at any time by the concilia
tion . board, and is terminable on six months' notice 
by either side. The provisions do not apply to officials, 
which tenl! includes foremen who have a 3o-day notice 
clause in their contract of employment, shift bosses, 
dust inspectors, employees on secretarial, clerical, and 
store-keeping work, assaying, hospital, and compound work. 

No strike or lock-out shall take place until the proce
dure laid down has been completely carried out in regard 
to the point in dispute. A month's notice is to be given 
of any alteration in working conditions, by posting in the 
mine or, if of general application to the whole Rand, by 
publication in the newspapers and to the. trade unions 
concerned. I t is laid down that, for the time being, trade
union methods of handling disputes are recognised by the 
gold producers' committee. It is made clear that shop 

• See p~ 168 aqq'J Conciliation atld .drbitratioa. 
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stewards . and workshop committees are not recognised 
by the gold mining industry. Any employee is at 
liberty to become a member of a trade union or not, as he 
thinks fit. When a trade-union official is present at a 
discussion, an official of the. employers' organisation may 
also attend, if the mining company desires it. Non-union 
members shall have exactly the same rights in lodging 
complaints as trade unionists. 

Any complaint must in the first instance be laid before 
the official concerned within three days; it must directly 
concern the employee. If satisfaction be not obtained, 
he may lay his case before the manager. If no agreement 
is arrived at, he may again interview the manager bringing 
with him a whole-time official of his trade union. Should 
an agreement still not be reached, the trade union official 
may again interview the manager the employee concerned 
not being present. Unless otherwise arranged, interviews 
shall take place outside working hours. Where a number 
of employees are concerned they may appoint a deputation 
not exceeding five, with the same procedure. The 
manager shall not be required to discuss with third parties 
individual contracts, engagement, suspension, discharge, 
promotion, or derating of employees; on those matters his 
decision shall be final. For a period of six months the 
decision of the manager on a complaint made by an 
employee and supported by a whole-time trade-union 
official shall be final. The arrangement for union officials 
to interview the management may continue after the six 
months by mutual arrangement between the gold pro
ducers' committee and the unions which desire continu
ance. 

When a dispute between the management and a body 
of employees comprising all those of a particular class, or 
numbering more than ten, is not settled under the previous
ly explained procedure, the employees may request that 
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the matter be brought before the board of directors, the 
meeting to take place within a week. The men, accom
panied, if they wish, by their trade- union representatives, 
shall discuss the matter with the directors and such indivi
duals as they may invite, not more than seven persons on 
either side. In the event of no agreement being arrived at 
within a fortnight, either party or the Minister of Mines, 
acting through the Department of White Labour, may apply, 
within 21 days of the meeting, for the calling together of a 
conciliation board. 

Points of collective - bargaining in regard to wages, 
hours and other conditions shall be discussed between the 
trade union concerned, and the gold producers' committee. 
The procedure in the event of disagreement is to be as 
just described. The maximum number of persons present 
is- to be nine tm either side. 

The standing conciliation board will deal with matters 
referred to it under the foregoing procedure, and any 
dispute which it is mutually agreed shall be so dealt with. 
The board is to consist of 12 members, 6 appointed by the 
gold producers' committee and 6 elected by the employees 
of the mines, 2 to be elected by underground workers, one 
each by skilled mechanics, engine-drivers and firemen, 
reduction workers, and other surface workers. The 
mining industry board shall appoint the first conciliation 
board, which shall hold office for a year. Thereafter 
members shall be appointed for two years. Of the first 
elected board three members shall retire at the end of the 
year. Retiring members are eligible for re-election and 
provision is made for substitutes, who shall be the candi
dates securing the next highest number of votes. Elections 
are to be by secret ballot, conducted by the Inspector of 
White Labour. Only men whoare actually employed by 
the mines, or who, if out of work, were last employed within 
eight weeks, are entitled to vote. Only actual employees 
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or whole-time trade-union officials are eligible for election. 
Provision is made for casual vacancies. For the first six 
months one of the representatives of the gold producers' com
mittee shall be chairman, one of the employees~ representa
tives vice-chairman, the positions then being reversed. 

For each dispute the board shall agree upon an inde. 
pendent referee; failing agreement selection shall be made 
by the Chief Justice of the Union of South Africa. In the 
event of the board being unable to arrive at an agreement 
within a fortnight, the referee shall be called in. The 
matter in. dispute shall again be discussed with the referee 
in the chair. His report shall be published in three news
papers within a week of presentation. It will be in no way 
binding on either side, but no action in the way of strike 
or lock-out may take place on the point at issue until 
fourteen days after publication. The board shall draw up 
its own standing orders, which must be co~sistent with 
this scheme. Expenses of the board shall be borne by 
the Government, the necessary secretarial and clerical 
assistance being provided by the Department of the 
Inspector of White Labour. 

Till United States. 

Since the War, many proposals of legislation for conci. 
liation and arbitration have been brought forward in the 
legislatures of the States, but it is impossible to follow 
them here. There was a tendency towards compulsory 
arbitration in several States, while the Kansas model' 
appealed to others. Most of the conciliation and arbitra. 
tion laws of the States belong to the pre-war period.' 

• See C ..... li.li ....... ..t.w..Ii<t .. pp. 16\1.16, 196, Ill, .110 BaUelin No. B2! 
of &h. U. B Departmon' of L.boar (au_a of Loboar Sa&io\ieo) IIlII,. ODd Dr. 
B ...... • rr.. 1[_ C_ of ,,,,, ...... 01 _li-. Objeap, 1911. 
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A type of recent American proposals is an Industrial 
Relations BiR drafted by the New York Board of Trade 
and Transportation, and introduced into both Chambers 
of the New York State Legislature. The preamble of the 
bill states that its aim is "to preserve the public peace, 
protect the publio health, prevent industrial strife, disorder 
al\d waste, and to secure the regular and orderly conduct 
of the business affecting the living conditions of the people 
af this State, and to promote the general welfare." The 
bin applies to disputes in public utility services, e.g., 
disputes in industries concerned with the manufacture, 
transport, or distribution of food and food products, 
wearing apparel, etc. The Bill also applies to mining and 
well-boring operations for. fuel, salt, and other material in 
common use by the people, and the making of building 
materials. It provides for an Industrial Relations Term 
Qf the Supreme Court as final arbitrator of labour disputes. 
Titis Industrial Relations Term, in cases submitted );)y 
the Government, would have full power to fix wages, hours 
of Ialbau" rules and practices, and working conditions in the 
plant or industry affected. All the necessary records would 
have to be produced for the investigation of the conditions 
of employees, the wages paid, the return accruing to the 
limploy'er, and all questions affecting the conduct of the 
business. Controversies would be adjusted on the prin
ciple of "economic-legal justice" to both sides. Ten or 
more citizens not financiany related to either party to a 
dispute could apply to the Supreme Court for a restraining 
brder to prevent a threatened strike or lock-out. Violators 
of the raw it is proposed to make punishable for contempt 
of court and misdemeanour. The right of an employee as 
an individual to strike is admitted, and the Bill also recog
nises the principle of collective bargaining. It lays down 
that the men's representatives in such bargaining must be 
chosen by secret ballot. 
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The Chamber of CGlIlme~ce of New York State ;also 
recently drafted a Bill to prevent .strikes and lock-outs. 
The ,Chamber's proposal gives the Industrial Comm~OD 
authority .to investigate and settle labour disputes, and to 
supervise the taking of all strike and lock-out ~otes. The 
IDdustrw Commission would have full authority to 
"exercise such power in the interest of ·the peace and order 
of the State, and in such manner as it shall .determine .to 
be .best calculated to promote the pubJic welfare by 
pr~ting industrial discord and interruptions of industry, 
in eonseqlllence of labour disputes, rock.ollts .and strikes." 
Strikes or lock-outs, in violation of the Act, except as pres. 
cribed by the Commission, are declared "conspiracy 11.1 
restraiat of trade;." and plmismable as misdemeaDOW'. 

M8J&ico. 

Aft Act respecting conciliation and arbitration boards 
was passed on the 6th Apri4, 19~ I. The Act establis1tes a 
eentTal board in the capital and subordinate ~ municipai 
boards 00 carry on operations in the municipalities. T1te 
boar&; are 'Constituted on a representative basis with ample 
powers left to government t{) nominate m case the parties 
fail to designate their representatives in time for theft to 
take office on the 1St January in each year. See. 9 ~ 
the Act says that the conciliation and arbitration boards 
shall take cognisance of all disputes arising between 
empbyers and workers. The Rllftlicipa! COftciliatien and 
arbitratioD hoards shall have the following duties :-

( I) to bring a·bout the conclusiOll of an agreement 
between workers and employers in case of 
conflict between their respective mte~ts; 
and 

(I) in case of failun: to arrive at an agn:ement, ~ 
settle the dispute by a verdict or an artMmt. 
tion award. 
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The duties of the Central Conciliation and Arbitration 
Board are to supervise the working of the municipal boards, 
to revise their verdicts, to make proposals to the govern
ment respecting the measures necessary to conciliate and 
advance labour interests and to conduct labour investiga
tions. Whenever a collective or individual controversy 
arises between employers and workers in any agricultural, 
mining, industrial or commercial undertaking, the president 
of the municipality, where the dispute arises, on his official 
initiative or at the request of either party, shall proceed to 
form the conciliation and arbitration board, which shall 
take cognisance of the case, and proceed to analyse it. A 
special section of the Act lays down that the municipal 
conciliation and arbitration boards shall not carryon their 
duties permanently, but only when a dispute arises j where
as the Central Arbitration Board must carry on its activities 
permanently in the capital of the state, with a secretary 
appointed by majority vote and a staff provided by law. 
The Act lays down detailed provisions regarding the consti
tution of the boards, their representive nature, procedure 
and enforcement of arbitration awards. Section 35 
declares that arbitration shall be compulsory between 
employers and workers, and penalties are laid down for the 
non-observance of the arbitration awards. 

Cuba. 

'On the loth June, 1924, an Act came into force, setting 
up arbitration tribunals to settle disputes arising between 
employers and workers in the ports of Cuba. 

The Act sets up Courts or Commissions to be composed 
of employers and workers in equal numbers, and presided 
over by a Judge. The courts or commissions are to work 
in close contact with the police for the purpose of main
taining order during strikes j and it is part of their duty to 
protect workers who are unwilling to take part in strikes. 
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If a general strike breaks out, the courts are enjoined to 
appoint ten per cent. of the workers to continue urgent 
work in ports, these workers to be afforded special protec
tion. 

A Bill is also under consideration in the Cuban Chamber 
of Deputies for the creation of an official body, named the 
National Conciliation and Arbitration Ccmmission, to deal 
with all sorts of strikes in the country. 

South America. 

Many proposals for conciliation and arl:itration have 
been brought forward in South American states since 1919. 
The Argentine Republic. Chili and Paraguay have all had 
measures under consideration. Bolivia and Colombia have 
both passed Acts on the subject. 

Bolivia. 
On the 29th September, 1920, a Decree was issued by 

the Government of Bolivia to regulate strikes. The Decree 
provides as follows:-

" Lock-outs or strikes shall be notified to the depart
mental authority a week in advance of the date fixed for 
the beginning in the following cases :-

(a) when their purpose is to cut off the supply of 
light or water, or to stop the working of 
tramways or railways; and 

(6) when persons detained or under care in hospitals 
or charitable institutions would be left without 
attendance on account of the strike or lock
out." 

Strikes or lock-outs must be notified to the depart
mental authorities five days in ad\'ance in all cases not 
included in the above section. and the leaders and 
promoters of strikes who fail to comply -.;th the foregoing 
requirements. shall be liable to a line of 500 to 2,000 
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bolivianos. Member.; of associations and workers .... ho fail 
00 observe the agreement for a strike or lock.out are 
<leclared to have fun liberty to dissociate themselves from 
the collective decisions of their guilds or associations 
.... ithout incurring any responsibility. Immediately upon 
the Ministry of the Interim-'s becoming aware of a proposed 
or actual strike, the Ministry must investigate the causes 
of the strike or lock-out, and the dispute must be submitted 
to arbitration. The parties concerned may also proceed 
to arbitration of their own choice. Arbitration awards 
are binding on the parties to the dispute, and the interven
tion of ordinary judges shall not be necessary ior their 
enforcement. Public officials, says one ·seotion, shall not 
declare a strike on any pretext whatever. AD activities 
contrary to this provision shan be held before tlte Jaw to be 
" subversive.' 

Colomhia. 

In October, 1920, an Act was passed respecting conci. 
liation and arbitration in collective labour disputes. This 
Act supplements a previous Act of 1919 regarding strikes. 
The first section of this Act lays down: "A collective stop
page of work arising out of any difference whatever between 
~ployersand workers shall not be carried out in any com
mercial, industrial·or agricultural undertaking or establish
ment until the conciliation proceedings specified below 
have been gone through." The proceedings referred to are 
(I) Direct Negotiation, {2} Conciliation and (3) Arbitration. 
If a collective dispute, which may resuk in a stoppage of 
work, occurs, the employees must nominate a delegation of 
three persons from among themselves to present to the head 
of the undertaking the petition for the reforms which they 
desire. Such persons as are elected to the delegation 
must bave been employed for more than six months in the 
establishment. The head or manager of the establishment 



must receive the workers' delegation within 24 hours of the 
request being presented; but, if he considers that he is not 
competent to deal with the problem at issue, he must report 
it to the person who is competent, who shall receive the 
delegation within the next 24 hours. Unless both parties 
agree, no postponement of a reply on accoWlt of the 
absence of the person competent to give a decision can 
extend beyond five days. If an agreement is reached as 
the result of these early negotiations, a copy is to be signed 
and sent to the principal political authority of the district, 
and it shall be effective for the period and under the 
conditions stipulated. If these direct negotiations fai~ the 
dispute must be referred to conciliation, for which detailed 
procedure is laid down in the Act. If conciliators fail to 
conclude an agreement, the difference may be submitted to 
arbitration. The award of the arbitration court is binding 
and is invested with all the protection granted by the law 
to arbitration in general. Pending the issue of the award 
of the arbitration court, all collective cessation of work is 
prohibited in the following undertakings :-

(I) Means of transport, including railways, tramways. 
inland and maritime navigation j 

(II) Public water-works j 

(3) Public lighting of towns j 
(4) Hygiene and cleansing of to'Ans j and 
(5) Working of national mines. 

The CoDtment of Europe 

Fra,., •. 

Of recent labour legislation in France, attention may 
be called to the Decree of the 31st January, 1911, ammd· 
ing the constitutioD of the Superior Labo\B" Council. This, 
though Dot specifically aimed at cOllciliation aad arbitratioe, 
places the French official machinery OR a revised statutory 
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basis, and in particular provides for the representative 
nature or the various committees which advise the Minister 
of Labour. The Act of the 25th March, 1919, on Collective 
Labour· Agreements also requires notice. This Act deals 
with the nature and validity of collective agreements, of 
their duration and determination, of adherence to and 
denunciation of collective agreements, and their effects and 
enforcement.· On the question of conciliation and arbitra
tion, reference may be made to the bill introduced on the 
9th: March, 1920, by M. Millerand, to make conciliation 
compulsory in industrial disputes in private establishments 
and arbitration compulsory in the case of public services. 
This bill has been the subject of much controversy both in 
iUld outside the legisla ture. The present position is that 
the Minister of Labour has decided to include the question 
of conciliation and arbitration on the agenda of the Superior 
Labour Council's meeting to be held in November, 1924. 

Italy. 

On the 9th February, 1923, a Bill was passed by the 
Chamber of Deputies establishing special conciliation com
mittees for the settlement of disputes between employers 
and non-manual workers in private undertakings. By a 
Decree of the 1st May, 1916, employers and workers, 
between whom a dispute might arise concerning conditions 
of labour, were entitled to refer the dispute to a special con
ciliation committee instituted for each province. T~ese 

committees consisted of a magistrate and four members; 
two of whom (one member and one substitute member) 
were appointed by the President of the District Tribunal 
from amongst manufacturers and business men in the 
province, and two (one member and one substitute member) 
troin the ranks of non-manual workers in private undertak
ings. In certain cases the parties concerned had the right 
to appeal against the decisions of the provincial committee; 



toa central committee, attached to the Ministry of LabOur 
and Social WeHare. This Committee consisted of a 
magistrate, who acted as chairman, four legal experts 
(two memberS and two substitutes), and four other members, 
two representing manufacturers and business men (one 
member and one substitute), and two representing non
manual workers in private undertakings. According to the 
BiD, the number of representatives of manufacturers and 
businessmen and of non-manual workers on the provincial 
committees and on the central committee is doubled. The 
committees are also empowered to deal with any question 
relating to conditions of labOur without any limit as regards 
the value of the sums involved. 

A Decree has also been issued containing new regula
tions for arbitration committees for non-manual workers in 
private undertakings, and providing for the establishment 
of provincial arbitration committees and a central committee. 
The provincial arbitration committees are to be subdivided 
into two sub-committees, one for non-manual workers in 
public services and public utility undertakings, and one for 
non-manual workers in commercial undertakings. Each 
sub-committee will consist of a chairman chosen from 
among the judges of the Court of Appeal, and two repre
sentatives each of employers and non-manual workers. 
The central committee will act as a court of appeal at the 
Ministry of LabOur. It is constituted on the same lines as 
the sub-committee, and consists of a chairman, two legal 
experts, one employers' representative, and one workers' 
representati\-e, directly connected with the undertakings in 
which the dispute has arisen, and nominated by the chair
man. 

A Decree issued early in 1924 in Italy provides arbitra
tion commissions for the settlement of disputes arising from 
private contracts of employment which do not involve a 
sum exceeding 20,000 lire. The commissions, which were 

46 



dua t<» st4rt tOn the ut M~rch, 192•• will Jiit in the ehiof 
tow W e<U:b provu,oe. Ellcij ~ommi!lSion will COHLli\lt of_ 
4iliainnau. aIld eight memberliJ of whom jour (two members 
timd tw.o suh!ll:it.ut~) will he chp);en among indulltri41 al1d 
(lOronw<:.ial empk>yeri ; anci four {two memberJi and two Bub
JtiWtes) ;unong employ")! in priva.te enterpriseli. All 
periOOnji cholOelJ to sit on a colJll1lission mllst bl! permanent 
re:;idellt:;.Qf th~ province c.oncerI)esl The chairmaq will be 
i-ppoin.te.d hy t~ pre$ident of the COl,IIhl Qf ~ w from among 
.p"tsid~~ Df secti9n!! IJX judge.. of the courts, while the 
«her me.r$ of the ~O/TImission will be appointed by it 

deer" Q£ the Minister d National Economy lifter heuing 
the opinions of the prefect of the province IUld the 1QC.ll1 
organisatiPn$ of Illa-Qufacturers. merchant iii .and private 
employees. ,Appeals against the findings of the pTovinciid 
..arbitration C()mmjsLli9ns may be m~de to a central arbitra
tion comm~~ion which will Ilit in Rome. The membeTi of 
the cenu4 1 commillsion will be appointed by Royal Decree • 
.and lJIust he representative lJi all parties. No appeal ill 
alloweD. in dil1puteli involving l.esli ,than 3.000 lire, except 
00 grou~ 9£ incompetency of the Commission (If abuse 
of POWeTJi. Similarly there ill no appeal ~gainl>t decision!! 
of the central cpmuUllsion j;ave on ,the same gro\lllds. 

D(!1Jmark. 

Till the end of f 9!l1. conciliation in Denmark was 
~Iated by Jl series of tempofuy measures passed in '910. 
'1}14 and 1918. The first Act. that of the ll3tn April. 
191Q. was passed for four years only, owing to differe~1 
bBtweea employers' and workers' representatives on oertain 
important points. This Act provided for (I) a Permanent 
Mitu.tion CO\lrt. aDd {!l} a public conciliator. The Per
IftlUItUlt Court OQBsists of aft equal number ~f repre&ela
tatiVti 04 employers and workers elected by their re.pe& 
t¥ic national federa.tions. with a president and two or three 
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vice-t)fe!lldl!lIt!! with judicial qttalifications_ Tht'se llte paid 
afficia~. The jurlsdictiot1 of the cOUrt extends t6 Industry 
and hAl1dicrafts, agriculture, transport alld (since i9i9) 
commerce and general office work. Its functi6n!! are to 
enfort!! Ilnd Interpret existing collectiv@ agtel!mentlJ. The 
Public Cortciliator is a paid official, appointed by the 
Mlhigtry of the Interior, on the Mmination ot the Per
mlltlent Atbitratiot1 Court for a period of t'l't'O years. His 
funetions ate "to endeavour to adjust disputes between 
employers and wotkpeople," and he may intervene ot not 
in afty particular dispute as he sees fit. Whell a strike or 
lock-out occurs, or seemS likely to oeeur, _hlch threatens 
to have serious consequences fol' the community, alld a(tef 
rtl!gatiations between the patties have proved fruitless, 
the conciliator may, either 011 his own initiative or at the 
request of one of the pattie., Summon both partie!! to a 
conference. This summons they must obey. At this eon
ference he is empowered to suggest terms of settlemen~ 

but these must not be published, according to the original 
legislation, without the consent of bath patties unless a 
stoppage of work takes plat!e. If, in the course of the 
negotiations, differences of opinion arise on imporu.fif 
questlon!t of wages or hours of labout. the conciliator may 
requite both parties to furnish information on these poInts i 
if th~ Information fumished appears urtsatisfaetoty, he mlly 
delMnd all eltalltination of witnesses before the Permanent 
Court. The neW Act does not affect the Permanent AtM
(ration Court. With regard to t!onct1iatlon procedure. if 
was agreed that the existing system had worked satisfac
tmll" and that there '\\':15 nO neeessity for making anyaltera
tion in principle. Id new of the great increa.se of work. 
it wu. howe....er, neee8Sary to appoint three conetTiatOl!l 
instead of OM. These have equal authority. and will 
apportion the 'fI'ork among themsel\'es_ Provision is also 
made for joint conciliation by an three in case of extensive 
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neg()tiati()ns. The. conciliators are to be appointed for 
three years,. but the appointments must not terminate 
simultaneously, in order that there may be no interruption· 
of the work. 

The most important alteration is the replacement of 
the clause prohibiting the publication of the conciliator's 
proposals without the consent of both parties, by one which 
states that the proposals may not be published without the 
consent of the conciliator until the answers of both parties 
to the proposals have been received. A further new provi
sion empowers the conciliators to require any employers ' 
(:Ir workers' organisation to produce a copy of any collec-· 
tive agreement they may have concluded, while another 
provides that only the exact text of any conciliation 
proposal may be laid before any organisation of employers 
or workers, and that the voting must take the form of a 
direct refusal or a direct acceptance of the proposal. 

Holland. 

The Dutch Act on Conciliation and Arbitration (offi
cially known as the Labour Disputes Act) of the 4th May, 
1923, is one of the most interesting pieces of recent conti
nentallegislation on the subject. The Act makes provision 
for the· appointment of official conciliators in specified 
districts into which the country is divided. These conci
liators are given special functions with regard to trade 
disputes, and they form an essential part of the whole 
~achinery for conciliation and arbitration set up by the 
Act. The Act enjoins that, when a dispute breaks out in 
a commune, which will probably produce or has already 
produced a strike or lock-out affecting not less than 50 
workers, the mayor shall notify the government conciliator 
thereof as quickly as possible. The mayor must, at the 
same time, if possible, furnish data from which the govern
ment conciliator may form an opinion as to the cause, 
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extent and probable consequences of the .dispute. The 
intervention of a government conciliator may be claimed in 
writing by employers or employees affected by the dispute 
or by officials of a trade association. If the government 
conciliator thinks that the dispute is of sufficient importance 
to warrant his intervention, he must open communication 
with the parties, who may be summoned to appear befort; 
him by means of registered letters. If he thinks it so desi
rable, he must recommend the parties either to apply for 
the intervention of a co~ciliation board, or to submit the 
dispute to an arbitration court. He must refrain from inter
vention in the following cases :-

(a) if he finds that the parties have their own conci
liators, conciliation boards or arbitration courts, 
unless it appears that the said conciliators, 
boards or courts would not be recognised in 
the dispute, or unless their intervention has not 
brought about a settlement; 

(6) if he finds that the dispute was brought about 
by one of the parties for the purpose of com
pelling the other party to consent to depart from 
an existing collective agreement or from the 
decision of a conciliator, conciliation board or 
arbitration court, to which the parties in the 
opinion of the government conciliator are bound 
to submit; 

(c) if he finds that the dispute is a case for the law 
courts; and 

(d) if less than So employees are affected, unless he 
is otherwise authorise!f by the Minister. 

If the circumstances mentioned under (a) and (6) refer 
only to a section of employers or employees affected by 
the dispute, the government conciliator must decide, ac
cording to the circumstances. as to what extent he will 
intervene in the dispute. 
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If the government conciliator doe9 Mt coMider that 
aH Impending' ot sctual dispute wa:rrafl is his iI1ter'yetttion, 
Ite must hOtify the applhjatits tet that effect; aI1d, At the 
same tiffle, he may give stith advice as seem~ to hirtt 
sUitable 'or the amicable settlement of tlte dispute. 

If a dillptite CdVer§ more tharf OIie district or industry, 
tM Minister MnCerMd fiOmil1ates the government eonci. 
liatot to intervene ill the dispute. 

II! cases in which tlte government conciliator is permit. 
ted t6 ilitetvene, he mity ptdceed to constitute II conlli. 
liati6ti bMrd, provided that an application for such a boa:rd 
is made in writing by or ott behalf of the /!mploye~ 1Ilid 
employees affected in that dispute, at by such a part of 
them that, in the opinion t1f the governmeI1t conciliator, 
the ifttetVehtion of the conciIiatioI1 board may bring about 
the settlemeht of the dispute or effect a considerable 
redudti6n itt the I1umber of persoilS affected by it. It is 
specifically enacted that, for tM purpose of oo,!ciliation, 
riO othet person shall be deemed to belong' to eithet party 
titan the employers, employees of trade associations of 
empioyers and employees, by 61' or! behalf of whom an 
application is made for a boitrd, The g6VerI1ment conci. 
liAtor, instead of constituting a conciliation board, is 
empowered to appoint a special conciliator; he also may 
act M a special conciliittat himself on the application of 
the parties_ A conciliation board must IlOtl9ist of a chair. 
rll:lfl and t1\10 or More meMber!!, the eOl1lposition of which 
must be determined by the govertlment conciliator in 
agreement 1fith the parties. A secretary is attached to 
each board. The goverrtment eoneiliittor rna y act as 
chairmitn of the conciliation board only if 90 requested by 
the patties. The Act provides In detail for the!! proceed. 
ings 01 the board. After the parties have been heard, 
the!! board must endeavour to conciliah! them. If a settle
ment is arrived at, a minute thereof mu!tt be dra1fn up and 
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Mgned by the chairman. memberli ami secretary, and by or 
on behalf of both parties. If the cpps:iJj~tign proceedings 
ilJe IJDsuccess£.uJ, the poncjlilltioJ) board may ~¥e itiP opinion 
rllspecting all the pOintli in 4isp\lte and the means of 
$ettling the dispute, unless the partic.s j,l~ec to submit the 
dispute to arbitration. The opiruon of the b9ard must be 
communicated to tbe parties i and the panies lIlPst be 
reql1ellted to report to the board, within a time-limit fixed 
by it, whetber they accept the pr'Oposed JIlIWlS of settle
~cnt.. If both parties aecept the proposlld wellgs of 
settlement, a minute to tbis effect must be drawn up and 
liizned by the board. But, in default of .agreement OJ) th.il; 
point., the conciliation bolitd may publish part or all 9J 
.i1:l Dpinion conoeming the points in dispute, imd the lJleilSlS 

Df settlement proposed by it. If the minority so desireJJ, 
j~ views may be included in the report. 

If the partie~ in co-operation witb the ~ovemment 
conciliator. a~ree to go t.o ;ubitratiml, they IIl.Ilst apply tp 

the ~oyernment conciliator in lNTiting for his cp-operatiDn 
.in the matter. The Act \.I$es the term • pledge ' tbemselY~ 
to go to arbitration, and this pledge must be dran up 
before the gove.mment conciU-tor, Md eMtam the follow, 
ing particuLari ;-

(/I) the names and addresses or headquarten of tbe 
parties~ 

< &, the names and addresse!l ~ the arltitrf;tor (II' 

chairman and members of the e.rbitratioll court, 
and the manner itt whiel! the arbitrator Q1 ehair
man and members of the at4titration ceurt mUM 
be appointed i 

(,,) the points in dispute which are to be submitted 
to the arbitration court for liecision; 

{J) 1M period during which the j,lrbiWiti9g awar4 is 
to be operative, or Ii declaratiQII fl'9m thj: parties 
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th~t they remit the fixing of this period to the 
decision of the arbitration court ; 

( e) a declaration from the parties that they submit all 
differences which may arise in connection with 
the proceedings of the arbitration court in the 

. dispute to the decision of the arbitration court ; 
(f) any other provisions which the parties think it 

necessary to include in the minute, subject to 
the approval of the government conciliator. 

As in the case of conciliation, elaborate provision is 
made for the procedure of arbitration courts. It is speci
fically provided that the government conciliator shall 
not act as an arbitrator. The parties must agree to 
abide by the decision of a court. All decisions must 
be adopted by an absolute majority of the votes 
cast, and none of the arbitrators present at the 
meeting may refrain from voting. The reason of the 
award· of the arbitration court must be attached to 
the award; and the result must be communicated to 
the government conciliator by the secretary of the court 
within three days of the award. Under certain condi
tions the Minister, after hearing the Superior Labour 
Council, may cancel an award by a decree with reasons 
annexed. -

The Act also makes provision for the institution 
of enquiries by Ministers in special cases. It is enacted 
that if a dispute affecting public interests seriously will 
probably cause, or has caused a strike or lock-out, 
and if not less than 300 employees are affected there
by, and if the machinery mentioned above has failed 
to bring about a settlement, the Minister may appoint 
a committee to institute an enquiry into the dispute in 
question. The conclusions of the report may be publish
ed by the Minister, but he may not publish part or 
all of the report itself without agreement thereon with 



the trado assoQiations of employer!! all" 'employe"s 
affected by tho dispute or, if no such. a$S9ciatiQn~ e~ist, 
with the persons concerned. The Act also, empowers 
the govllmment oc;mciliator, on the application of em. 
ployers and employees, to assist them in the conclu. 
sion of agreements relating .to employment, in $0 far 
as . such agreements are calculated to further good 

·relations between employers and workers, and prevent 
disturbanoes m employment. 

It may be added that the chambers of labour, 
or official oonciliation boards for dealing with disputes 
in the Netherlands, established by Royal Decree in 
accordance with a law of May 2nd, 1897, were abolish· 
ed in December loth, 19l.1li. The cause of the aboli· 
tion, as stated in the preamble to the abolishing Act 
was that, as the chambers of labour had rarely been 
used in larger disputes (though it was admitted they had 
blllln useful in individual disputes) the annual 1I1'penditure 
on them of 40,000 florins, in view of the anticipated 
passing of the 1923 bill, was not justified .. 

Russia. 

The latest available Act respecting conciliation and 
arbitratioll ill Russia is the Labour Code issued by 
the All. Russian Central Executive Committee on the 
9th November 19113 i but, in the bewildering and ever. 
changing complexities of RU$sian legislation, it is diffi. 
cult to say what Act is in operation and what is 
not. In a useful study entitled Orga"ualitm oj b,t/uslry 
a"d LRhour ill SO'IIiel Russia, published in July, 1922," 
by the International Labour Office, an imposing list of laws 
regulating industry is compiled i and in that study it is stated 
the methods adopted for preventing or declaring strikes 
are set forth in a Decree of the 2nd January, 1922, 

and a Resolution of the All. Russian Central Council of 
t7 
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Tmde' Ul'lioH!!; dated' :the' I~h '~QlWy) I~I!.· This 
.t!he 'La.boUrO'ode' "S'Il~seded,ra:tld the Labour &Ide 
'JIRMdes-asfdnows· :"-"' . 

t~8; "o,mplailtts rt'!Spe!:t1l\g' t:)l)fitra\l'N\t~l\l; ~th~ 
lallYa'tlt laws, 'and likewise :aU dis pates llfflihg WI ~~
tienwith ettJploym'ent for tetn'!!Mtatkln, shAU. be'$ett!oed 
either by 'C'Ompulsery· proceedings .at s~t:'i3~ '~!licilTs 

of. the people's Mart ot by ~ililltibn 'PtOtedut'e ~
fore an assessment and disputes ooommittM tt 11.. ~

,liatioh lt70atd oratbittatioR' Ct>uItOl'gani!red in a'Ccord
Qnee with the prin~iple of joint repremlt~tiOrt of the 
parties. A. speeial Order shllU be' iS$Ued· to ~vem 
theprocedute .of each of these organisations. 

169; Every contravention of the Labour Code or 
bf ally other legal provision respeoting labOOf, Ill\d 
every -aolltraftntion'of a 'CoUective. 'contlfaot whicheh" 
tails lit eriminal'prose-cution shall 'be dealt with at ·Il 

special session' of a people's court. This se&.!iofl !lhltll 
be attended by a people's, judge, who shall preside 
and two members of the court, viz., one representative' of 
the People's Labour Commissariat and one representa
tive of the trade unions. 

Every individual or group dispute between employers 
and wage-earning or salaried employees 1m!)' also be dealt 
with at'such a session of a people's court, provided that it 
has not been referred 'to a C'Ollciliation bO~l.fd. 

170. The followihg casesmllybe laid before eOh~ 
dliation boards ahP arbitration COUtts :-=- ,. . 

ta) Alr- di~tes respecting the ~otlt!luslofl, carry
. ing out, interpretation and amendment of collective 
contracts-or wage agreements. 

(b) Alldisp'Utl!s atlsmgout of the COI'lttaeto( work 
between the parties' thereto, provided that the parties 
consent' to such' procedure;' except· in' case of' dispute 
as specified iii se·O. i 69; para: I. . .. 
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11'·P.~Pl:l\~~ Il~U ~ :1!\J,~\\e!iIi. t9QPlI:QWa~i~ 
boards by agreement between thepgl\i~$,. P~py.t~; 

c~n'~teli\ with t\l~ br-iI)giJli.: ~\() ~~at~ Qf QO;I\ec. 
tw~. 9Ql\traiJ~s sh,qll. r:w.t, ~. ta..ke»., Ul\ by a· cqm~ili.a..\i.QliL 
blMfa . ·~til . tQ~y, ; have bmr. d~lt with;~}l t~. ~$.$~ . 

ment and disputes committee witpq.Llt.. its. ;mwl,."g a, 
aay. , ~oll,l.S_ Dis~ut~ shall be s~t'W b~re a ~pn. 
ciliation·bJ)ard onl)!i:b~am.\(:.able. agree,IOeD.'. 

Caie.1i of dis(Wte may be la.i~ ,before. all ar\l)t(at~QI\ 
ce~t h}l. mutual CMSent o.f the p.arties, ,r\'esjlJec~ive . of 
wMther·they have ~affY 011.. beellc dell" witb4,:a 
cQQCiliatkla ~d Qtl\o.t. h~ the ;eveat,oj a di.sput~.a,is .. 
i~ ilU p\lblio instiMiOR! eJl u~t~~ing, the reptesenta.· 
tives of the People's Labour Commwsa.tiat $!AaU fo.!'m 
~bitratiQIL CO.l.Iiti at ,the request of th~ trade tMts; 
the pub.lic . \.IIltk,ttakiag Qr i.natitutipn c@i.Cernea s~ij 

be bound to refer the matter to sllch courts. 101 the. 

e.vGto.f a se~iQ~ cli~t~ wh.iQh.menacn. tb." ~ety 
of the State, an a~bitr~tioll ()OI.Irt may be ap.poWe.Q, 
under a special resolution of the supreme state authorities 
(the All· Russia Cental Executive Committee, Council 
oi PeQP1e's c.::ommiss~ies aR~ Council 0{ LaoolW and 
De£eoce.) 

t '12-. On~y, disputes arising in cORReQtion with the 
applioatiQR of c:.ollective and individua. contracts of wor-k 
and lAo. questieas specially me.ntioaed in this Code shallk 
dealt with beio«, the assessmem and disputes eemmtUees. 
Disp.utes-. shall be settled before assessmel\\ and disptHe!! 
COIRnNttoes hyo amicable agreemeRt j in defauk of sueb aft

agreem8Rt, th,o dispules m~ ~ referred to the- superior
court. 

Nole-Disputes respqcti.Rg the contents 0( a coUecttve 
contraot, appJioations for the, amen.dmen' of paFtioolar 
parts thereof, and likewise applications for the- insvtion of 
new or supplem.e(l.tary prQ,visionJ) in a cQllc<<;tive contract, 
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snail not be within the competence of the assessment and 
disputes committee. 
· 173. Appeals shall not be lodged against decisions of 

assessment and disputes committees, agreements before 
conciliation boards which are declared binding, or decisions 
of an arbitration court. 

174. Agreements arrived at before conciliation boards 
shall be carried out by the parties thereto. The decisions 
of arbitration courts shall be referred by the representa. 
tives of the People's Ll}bour Commissariat to the people's 
courts if the employers are not willing to carry them out 
of their own actord. The said Murt shall order their 
execution by administrative procedure within ~4 hours by 
means of a special warrant. 

· The decisions of· the arbitration courts, in so far as 
they concern workers, shall be carried out by the trade 
unions." 

Regulations for assessment and disputes committees 
were issued on the 18th November, 19~2. 

Germany. 

· The development of Works Councils I in Germany has 
been carefully examined in a recent publication in the 
Studies imd Reports series of the International Labour 
Office entitled Works Councils in Germany by M. Marcel 
Berthelot (1924), This book gives a detailed study of 
German labour legislation before and during the War, and 
up to the passing of the Works Councils Act in 1920. 
The author traces the evolution and functioning of the 
Councils during the last three years, and analyses them in 
their economic, social and political bearings. It is impos
sible here to go into the many problems raised in M. 
Berthelot's interesting study. The following conclusions 
may be quoted :-

~ Bee 'C..,cili.tiOli .. d Arlil .... ti .... pp.aMl-8, 
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"In the majority of undertakings the Act of 4th 
February, '920, i9 now "orkingnormaUy. The employers 
have accepted it as a sign of the times, and as one of the 
least of the evils which the Revolution might have brought 
them. -It does not appear to be threatened by the offen. 
sive declared in industrial cirCles in, 1923 against the social 
legislation of the Republic, and in particular against the 
8 hour day. There has been no talk of suppressing works
councils. On the contrary there is a general desire to: 
utilise them, both employers and workers wishing to turrt' 
them to their own account. The workers are abandoning 
the idea of making political capital out of the Act, and are 
obeying the instructions of the trade unions, which are the 
defenders or their trade interests. 

Works councils are now only a shadow of the workers' 
councils of the Revolution, ,,·hich were modelled on the 
soviets. They have taken their pro~r place in German 
economic organisation, and they are widening their sphere 
of activity in proportion to the development of social 
legislation. They should be considered as part of a whole 
and should not be judged solely on the practioal- results 
which they have so far achieved, but rather in relation te 
the reforms which the Republican Government has already 
carried out, or which it proposes to effect. -

From this point or view works councils are one of the 
most important triumphs of the German proletariat. They 
have sometimes been accused of being a mere piece of 
bureaucratio machinery and a drag on economic progress. 
It has also been said that the progress achievecl next to 
nothins in comparison with the heavy expense and compli
cations of all kinds occasioned by the creation of such DeW 

bodies representative of the workers. On the workers' 
side, the inadequacy of the Act has heeD denounced, an411 
radical amendment demanded. These criticisms are due 
to an overstrict interpretation of the Act. One shoul41oo\ 
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effect" On ~ic life. ~Ftlde~r MmisterrofLab"outii 
under certain circumstances, could intervene, if no settle
tt1e'!1t eGlJld' ~ 'reaohed by the btlard~.OA me loth 
NG'feTnb'e'r, 191~ ah,otder WAS' issued ,by. the'Presidefit of 
HIe' FederatiOll regarding strikes in 'ctn'tain public urility 
'ServiceS'. It pro\fidt'd:-

{I): "Lot)k-outs -and: stoppages of' work (strikes) 
shllll not be' permissible in ulldertl1king$ which :provi(Je 
the pop\datttm with gas, water and electricity, until the 
«>lTll'etent conoilillt4o\'1 tommittee has arri'lted'at a'deeision 
and at leaM three' days have elapsed' sinee~he promulga. 
tiontherreof. 

AnY"pMson'who'ptomotes a lock-out· or strike which 
is not permissible under parag~ph I, or 'Who in further
a~' 'Of' sath a 'Strike treats machines, ,,",rics or plant in 
a way 'Which p\'e~ts or impedes the ptopercontinuance 
of work, shall be liable to· imprisonment- or to a fine of 
not more than 15,000 marks. Any person who un-der
takes aloek-out .... hieh,is·notpermissibleunder paragraph 
I shall be'liable-to the same 'penalties. 

(IIr If a complete or partial stoppage of work _ occurs 
in one of the bfore~aid undertakings owing to a lock-out 
or strike; the Federal Minister of the Interior shall have 
the right to safeguard all neeessary operations and 
supplies' and to take '1111 the appropriate administrative 
I'fte9sures for supplying the needs of the population or 
for earrying on the undertaking. These shan include 
the taking· of steps to satisfy the justified demands of 
the-'IfOr~rs. The expenses arising out of orders of this 
nature shall be charged to the' employer. 

(3) Wage-earning - and salaried employees and 
oflieiftls who eontinue ',,'Ork in the said undertakings in 
pUrSUftnee of' the provisibns 'of' see. I or whO' perform 
Ree<eS'Sl\ry- ~enltions 'or ,\\"OTk ·to . safeguard ·the necessary 
~ptfes as ordered under . see. 2 shaD not be llfaoed 
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at an economio disad"antage in any respeot on that 
account." 

The first aim of the decree of Ootober, 1923, is to 
take from the conoiliation committees seYQral duties which, 
although outside their normal scope of work, had been 
assigned to them subsequent to 1918. All individual 
,disputes arising from the application of the Works 
Councils Aot (particularly those arising from dismissals) 
a.re to be dealt with in future by the labour courts to be 
oonstituted under the proposed new law: till that law is 
passed the existing industrial and oommeroial courts are 
to be utilised to deal with all individual labour disputes. 
The conciliation committees will settle only those disputes 
which take place in districts wherQ therQ are no industrial 
,or commercial courts j and for this purpose the concilia. 
tion committee is to have an arbitration board, consisting 
of a non.partisan chairman and one representative each 
for employers and workmen. The decree provides that 
the supreme state authorities and the Federal Minister of 
Labour shall appoint conciliation committees to replace 
the existing conciliation committees. The headquarters 
and jurisdiction of the committees are to be determined by 
local economic circumstances. The committee5, if necess· 
ary, may cover more than one state. They must consist 
ofa non-partisan chairman and an equal number of repre. 
sentatives of employers and workmen. The itate autho. 
rities appoint the chairman after hearing the economio 
associations of employers and employees in the district, 
and, on the appropriate recommendations from organisa. 
tions, the representatives of the two sides. 

For large economio distriots or areas, the Federal 
Minister in consultation with the state authority has to 
appoint oonciliators who are expected to arbitrato in 
important disputes. The Federal Minister of Labour may 
appoint a special conciliator to deal with individual cases. 



The main task of the commissioners is to co-operate with 
employers and workers in bringing about the conclusion 
of collective agreements. Conciliation committees and 
conciliators may intervene in disputes on their own initiative 
or at . the request' of one of the parties. The first step 

. in procedure is for the chairman of the committee or the 
commissioner to try to bring about a collective agreement. 
If this fails, the dispute must go before an arbitration 
or adjustment board, to consist of either of the non
partisan chairmen of the committee (the decree provides 
for more than one chairman, or alternates) and two re
presentatives each for the employer and employee mem
bers of the committee, or of the conciliator and an equal 
number of representatives of each side appointed by him. 
If an agreement still cannot be reached, the board must 
make an award in the form of a collective agreement. If 
this is accepted by both parties, it bas the effect of an 
agreement in writing. If the award is not accepted by 
both parties, it may be declared legally binding on them 
if the regulations contained in it are equitable, and if it 
is desirable on tconomic and social grounds that it should 
have effect. This is rather a unique provision in con
ciliation and arbitration legislation: unfortunately the 
decree does not say who is to judge the equity or social 
expediency of the award. Awards may be declared bind
ing by the conciliators or by the Federal Minister of Labour 
according as they are of district or national importance. 

The decree provides that the Federal Minister of 
Labour may lay down general rules or principles for the 
guidance of conciliators but it is specifically laid down 
that in their decisions the committees and conciliators 
are not bound to adhere to these rules. The Federal 
Minister is also given wide powers of supervising the 
procedure and activities of the committees. The federal 
government, the decree concludes, will defray the 

~ 
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expenses of the conciliat"ors till the demarcation_ between 
the income of the central and state governments is fixed.-

Spain. 

During the years 1922-23, Royal Decrees were issued 
in Spain for the establishment of joint committees, for 
the settlement of labour disputes, for the regulation of 
strikes, and for the creation of special labour courts for 
the Spanish railways. The 6rst Decree, issued on the 
5th October, 1922, makes provision for the creation of 
joint committees for the settlement of disputes in agricul-. 
tural, commercial, industrial, mining and transport under
takings. The committees may be set up on the initiative 
of the Minister of Labour (or of the provincial authorities or 
-the local offices attached to the Ministry), or at instance of 
the parties concerned. The committees contemplated 
in the Decrees are of two kinds-permanent and ad Mc-. 
and may be established for an industry, ior a group of 
industries, for a particular trade or occupation, or for a 
single enterprise employing over 500 workers. They also 
may be either local or regional. 

The Decree provides for the constitution of the joint 
committees. Each committee is to be composed of an equal 
number of representatives of employers and of workers; 

· and the chairman must be non-partisan and chosen by 
agreement between the two parties, or, in default of agree
ment, nominated by the Minister of Labour. - Provision is 
made for the conduct of business in the committees after 

· the usual manner. Permanent joint committees, it is st.ated, 
· will be established by Royal Order. in the more highly 
industrialised districts. Members of the committees must 
be elected by secret ballot on both sides, and, if organisa
tions do not exist, at separate meetings of employers and 

· employed held expressly for this purpose. Permanent joint 
-committees must be _renewed every two years. 



. Temporary or. ad hoc "joint committees are to be set 
up to deal with _ dispute,,<; as they arise in the less industri7 

alised districts. Members of the committees are to be 
appointed by· the local authorities after consultation. with 
the interests concerned. These committees may decide, 
by a unanimity of votes, that the matter in dispute shall be 
submitted (or arbitration to the local authority, to an official 
organisation or to the Minister of Labour. 

By a Royal Decree published on the 31 st August, 
1923, rules were laid down by the Government of Spain for 
the regulation of strikes. The Decree applies to all 
industrial undertakings employing more than 300 persons, 
including public services and banks. It is enacted that 
the Institute of Social Reforms will keep a register of all 
such concerns, with full particulars of. the managers and 
directors thereof and of all agreements with the staff. 
Changes in these particulars must be reported within 
fifteen days; and every January a statement of increases 
or decreases in the staff must be sent to the Institute. 
Membership of legally constituted trade unions and collec. 
tive demands regarding conditions of labour must be 
recognised by employers. Every demand made by the 
workers must be agreed upon by such workers at a formal 
meeting, rules for the conduct of which are prescribed. If 
.the employer concerned does not reply to a demand within 
three days, or if the relations between the two parties are 
J>roken off, information must be lodged with the competent 
authority. A joint strike committee is then appointed, and, 
if either side refuses to nominate representatives on this 
committee, the places will be filled by members from the 
same side nominated by the Local Committee of Social 
Reforms. The Institute of Social Reforms is empowered . . . 

lo nominate at ·any moment. expert advisers to investigate 
t~e dispute and report upon it to the Ministry of Labour, 
;CpmlI!~ce and Industry, .whic~ will the~ consider acti~n to 
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bring about a settlement. If aD efforts of the authorities 
fail, the] oint Strike Committee must meet once a fortnight 
with a view to arriving at a settlement . 

. The Third Decree, for the creation of special labour 
courts for the Spanish railways to settle disputes between 
the companies and their employees, was issued on the 83rd 
December, 1923. The Deqree provides for the establish· 
ment of:-

(a) district railway courts for each company or group 
of companies j and 

(0) a central railway court for all companies. 
The district railway courts will consider all disputes 

between the companies and their workers and employees 
(I) that are of a general character or involve collective 
interests j (2) that concern the staff as a whole or certain 
specified services; (3) that are not expressly reserved by 
law for the jurisdiction of the ordinary courts, subject to 
the reservation that in this case the interested parties may 
refer the dispute to the railway court j (4) that do not 
relate either to technical management or to discipline j and 
(5) when 10 per cent. at least of the personnel of anyone 
department of anyone company have made demands or 
complai~ts to the management without obtaining satis· 
faction. 

The district courts wiD be composed of a chairman
who will be a judge in the Madrid district and a magistrate 
in other districts-together with three to five members 
representing the railway companies, three to five members 
representing the workers, one member representing the 
users of the railways, and one member-a railway engineer 
or assistant engineer-who will act as secretary, and will 
both vote and take part in the discussions. 

The central court wilt be 'COmposed of a chainnan-a 
chief judge-together with silt members representing the 
'Companies, six representing the workers, two membeI1l 
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elected by the Higher Council of Railways (one represent
ing the users and one the Government), and a secretary, 
an engineer, who, however, will neither vote nor take part 
in the discussions. This court, which will have its head. 
quarters in Madrid, will decide on appeal all questions 
which are within the jurisdiction of the district courts. 
Both the central and the district courts will consider any 
question which the Government may decide to submit to 
them. The members of the district courts and of the 
central court will retire every two years, but will be eligible 
for reappointment. The courts have the right to call for 
documents and to summon as witnesses any member of the 
staff of the railways. No member of the staff is to suffer 
any loss of emoluments by reason of his presence at the 
courts either as a member of the court or witness. 
All expenses arising out of and in connection with the 
meetings of the courts are to be borne by the railway 
compames. Provision is made for a direct line of appeal 
against the decisions of the district courts up to the 
Government itself, whose decision is final. 

Ruma"ia. 
On the 4th September, 1920, an Act was passed by the 

Rumanian legislature concerning the regulating of collective 
labour disputes. 

Chapter I of the Act lays down general principles 
regarding liberty to work. Chapter II deals with collective 
stoppages of work. Section 4 defines a collective stoppage 
of work thus: .. A stoppage of work on the part of not less 
than one-third of the total number of workers in the in
dustrial or commercial establishment or of the number of 
workers employed in one or more departments of the said 
establishment." The provisions of the Act apply to all 
industrial and commercial establishments regularly emplo),
ing not less than 10 workers. 
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Part II deals with conciliation. If a dispute regarding 
the conditions of labour arises in any establishment covered 
by the Act, the workers must elect a delegation of from 
two to five persons" who shall endeavour in co-operation 
with the employer or his representative and before a repre
sentative of the Ministry of Labour to find a means of 
composing the dispute through conciliation." The repre
sentatives of each of the disputing parties must possess 
full powers from those who elected them. Regulations are 
laid down for the proceedings of stich meetings. 

Part III lays down that, if the conciliation proceedings 
fail to result in an agreement, the dispute must be referred 
to an, arbitration commission for decision. Sec .. J 9 of 
the Act says: "Arbitration shall be compulsory and all 
collective stoppages of work shall be prohibited, in all 
state, departmental and communal undertakings and insti
tutions, irrespective of their nature, and also in the following 
undertakings which serve public interests and the closing 
down of which would endanger the existence and health of 
the people or the economic and social life of the country :-

(a) undertakings for transport by land, water or air, 
including the persons employed in loading 
and unloading ; 

(6) petroleum wells and distilleries, coal mines, and 
undertakings for the utilisation of natural gas; 

( c) gas and electricity works; 
(d) water and power distribution works; 
(e) mills, bakeries, and slaughter-houses; 
(I) hospitals; 
(g) sewage and street-cleaning undertakings; and 
(h) public health services_ 

The subsequent sections of Part III of the Act (arbitra
'tion) lay down, the constitution of the arbitration commis
sions. It is directed that the award of the arbitratjon 
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commission shall be given by a majority of votes, and, in 
default of· a: majority, or, in the event of both or either of 
the parties refusing to send representatives to the arbitration 
commission, the a ward shall be issued by the president. 

Part I Vof the Act lays down penal provisions for the 
breach of the Act. Any employer or worker who incites to 
a collective stoppage of work wh ich is prohibited under 
the Act, even if the incitement remains ineffective, shall be 
liable to a fine of not less than 50 and not more than 1,000 

lei. 1£ the incitement takes place in a public utility service, 
the penalty of imprisonment for not less than one month 
and not more than one year may be imposed in addition to 
the fine. In cases of collective stoppages of work, the 
person or persons responsible for organising it are liabl~ 
to a fine of not less than 50 and not more than 20,000 lei. 
Heavy penalties are also laid down for persons who fail to 
fulfil the terms of an agreement and also for persons who 
refuse to attend as witnesses. Failure to carry out the 
provisions laid down in the conciliation and arbitration 
proceedings II shall constitute sufficient reason for the 
termination of the contract of employment, and sl.all entitle 
the injured party to claim damages without prejudice to 
.the application of the penal provisions of this Act in appro. 
'Priate cases." 

Chapter 3 of the Act prescribes special penalties for 
sabotage. 

NOnl·ay. 

On the 31st March, 1922, a compulsory arbitration 
Act was passed in Norway. This replaced the previous 
compulsory Act, which, after four years trial, had been 
allowed to lapse. This new Act provides that if the King 
is of opinion that a dispute between a trade union and an 
employer or an employers' association is liable to endanger 

:important . public interests, he may order that the dispute 
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shall be settled by arbitration. When he so orders, he 
may likewise prohibit the beginning or continuation of a 
strike arising out of the dispute. Pending the issue of the 
arbitration award, the conditions of work and wages obtain. 
ing at the outbreak of the dispute shall remain in force, 
unless the· parties agree to any other arrangement. The 
Act makes detailed provisions for the constitution of arbit· 
ration courts, and their proceedings. An interesting 
provision in this connection is that the arbitration court 
may require evidence to be taken by any of the general 
inferior courts. The Act provides that fines of not less 
than 5 and not more than 25,000 kr. may be imposed upon 

(a) any person who initiates or continues a look·out 
or takes part in a strike or a continuation 
thereof contrary to the prohibition contained 
in the Act. A person acting on behalf of an 
employer is punishable unless the employer is 
convicted. 

(6) The members of the executive of a trade union 
or employers' association, who co·operate in a 
strike or lock. out contrary to the prohibition 
contained in the Act by participating in a reso
lution to initiate, continue or approve a stop
page of work, or to support it by payments 
from the funds of the association, or who incite 
to such a cessation of work or collect or 
distribute contributions for its continuance. 

The Act was passed in the first place for one year only. 

S'/IJeden. 

In 1920, the Swedish legislature passed three Acts 
governing conciliation and arbitration. The first, passed 
on the 28th May 1920, deals with conciliation i the second, 
passed on the same date, deals with the constitution of a 
Central Arbitration Board for certain trade disputes i and 



the third, also passed on the same date, deals lrith special 
arbitrators in bade disputes. 

The first Act continues the system by .-hich the King 
appoints conciliators for such districts as the country may 
be di,;ded into fOl" the purpose. The duties of a conciliator 
genera!Jy are, in the words of the Act, as foJlov.-s :-

( t) to foDow lrith close attention the conditions of 
work lrithin his sphere; 

(2) in the cases and manner contemplated in the Act, 
to lend his assistance in the settlement of trade 
disputes arising within his sphere; and 

(3) in other respt"Cts, on request, to assist employers 
and .-orkers to conclude agreements likely to 
establish good relations bet.-een them and to 
prevent strikes and lock-outs. 

The Act proceeds to furnish ,·ery detailed instructions 
for the conduct of conciliation. Section 8 prm;des that, 
if the proceedings before the conciliator lead to no agree
ment, the conciliator may urge the parties to allow the 
dispute to be settled by a board or court of arbitration for 
labour disputes, expressly set up by lalll'-, or else to commission 
one or more persons, .-hose award they pledge themselves 
to observe, to arbitrate in the dispute. Pro,;sion is made 
for the appointment of experts and experienced persons 
acting as a special conciliation commission to intervene in 
the dispute either jointly " .. ith the conciliatOl" concerned or 
separately, if the dispute is likely to lead to a breach of 
the peace. 

The Second Act establishes a Central Arbitration 
Board which may decide questions respecting the meaning 
and application of collecti\'C agreements, if such questions 
are referred to the Board under the provisions of the 
agreement or by any other arrangements between the 
parties. The Arbitration Board cannot deal '!lith such 

t9 
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questions if the arbitration agreement provides for the 
right of the parties to refuse arbitration, or if legal judg
ment is pending in any question connected with' the 
dispute. 

The Third Act provides for special arbitrators in trade 
disputes, and lays down that the King may appoint special 
persons at the request of the several parties to decide 
trade disputes which have been referred by the parties 
to arbitration, or at the request either of the parties or of 
the elected arbitrator, to take part as independent chair
man in the arbitration board procedure for the settlement 
of such disputes. 

I t is impossible to refer here in detail to the many 
recent developments in respect to Works Councils, Works 
Committees, Wages Councils, Industrial Courts, and other 
labour laws passed, or proposed, in the many central 
European states, and also other new states, such as 
Esthonia \ Georgia and Finland". Some of these states 
have been very active in social and labour legislation
particularly Czecho-Slovakia. Mention may be made of 
the Austrian executive instructions issued in November, 
1918, respecting the establishment of Conciliation Boards, 
and of the Industrial Courts Act passed in 1922. Austrian 
Works Councils are regulated by an Act of 15th May, 
1919, respecting the establishment of Works Councils. 8 

1 The Government of Esthonia, by an oreler of the 25th April, 1921, prohibited 
etrikea in publio utility services. 

• An Aot on Oollective Agreements WM prc..ntulgated 00 the 22nd March, 
1924, to oome into force on the 1st January. ]925. Other Finniab Acts bearioll' au the 
same subjeot are the Labour Agreements Act (1st JOlle, 1922), and the Apprpnticea 
A~ements Act (28th April, J923). A Seamen', Act W&II paased on the 8th March, 
1924. A Bill on conciliation and arbitration i. 8tated to be in preparation. 

• For a toll account of this Act . lee an article by Professor Adler, in the 
I~tiot1Gl LaboW" RtmiftD, March, 1922. An Act of 18th Decembt>r, 1919, W •• 

pflssed respecting the establiabment of conciliation boards (see International Laootu' . 
Office, Legislative Seri6ll, 1920, An8 22), Tbe IndulI'trial Court. Act (5th April, 
1922) supplements thi8 Act. 1be industrial COON Fet np hy tbe Indtll!'triBI Ouart. 
Act are competent .. to df'cide BUb'pl diepute8 irrelpecfive of the Rmount or value 
of the claim" arising in Biz spetified brancbes of work, but the provision. of tb. 
Act do not affect .. the ezcloBi'\'e competence" of the conciliation boards let '3p by 
the Worb Council, Act. a.nd the Conciliation Act. 
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In August, 1919, Poland passed an Act, amended in 
March, 1921, on the settlement of collective disputes bet
ween employers and workers in agriculture. This Act, 
unique of its kind, provides that collective disputes between 
agricultural workers and employers, which are not settled 
by agreement, maybe settled (I) with the assistance of 
the inspectors of agricultural labour; (2) by a conciliation 
board; and (3) by an arbitration board. The inspector of 
agricultural labour is empowered, at the request of one of 
the parties to the dispute, or on his own initiative to in,;te 
both parties or their representatives to appear before him 
to arrive at an agreement, or to form a conciliation board. 
The:chief ci"il authority on the district (atarosta) is em
powered to nominate representatives where there are no 
organisations. Hea\'y fines are laid down for persons 
refusing to answer the inspector's summons. If either 
of the parties desires an arbitration board, the inspector 
must propose it to the other party, and if they both agree 
a board must be constituted, the award of which is legally 
binding on all agricultural workers and employers in the 
district in question. All future wage contracts in the 
district must be deemed to have been concluded on the 
basis of the award, so long as the award is operative, 
Czecho-Slovakia passed an Act on the establishment and 
duties of Works Committees in August, 1921. The Act 
makes provision for arbitration boards in cases of dismis
sal, and declares it the duty of \\' orks Committees to see 
that arrangements agreed upon before conciliation and 
arbitration board's are observed. In March, 1921, an Act 
was passed by the same state for the encouragement of' 
building. This Act provides for special wages, arbitration 
courts in the building industry. Works Councils Acts and 
orders ha\'e been passed or issued in Bremen (Act respecting 
the Council of Wage Earning Employees, 17th July, (921), 
Norway (Pf(wisional Act respecting Works Councils in 
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Industrial Undertakings, 23rd July, 1920), and Luxemburg 
(Works Councils Decree, 8th October, 1920). Special 
note may be made of the Conciliation Order of the Hunga
rian government, issued on the 3rd September, 1923. 
It deals with strikes in private industrial undertakings, and 
empowers the Minister of Commerce to nominate three 
conciliators, who have to set to work at once on a report 
from the industrial inspector that a dispute has broken out. 
The Order is notable for the meticulous care exercised in 
it regarding procedure, an unusual feature of which is that 
the conciliator who begins the negotiations by establishing 
the facts of the case shall act as chairman of the committee 
of conciliation. A unique Act is the Bulgarian Compul
sory Labour Act. The Bulgarian government has also 
promised, as part of its recent election programme, a bill 
on conciliation boards. During the three years imme
diately following the end of the War there was something 
like a wave of compulsion in regard to industrial peace. 
Several of the laws have been quoted, but numerous other 
compulsory proposals were made, not only in Europe (as in 
Yugo-Slavia) but in South America (e. g., Paraguay, 
Chile and the Argentine Republic). It is worthy of note 
that many of these proposals have never fructified. For 
further details of Acts passed and proposals pending in the 
central European states, and in the world at large, reference 
must be made to the publications of the International 
Labour Office. 



APPENDIX B. 

Proposals of the Government of India. 

Since the part dealing with trade union and conciliation 
legislation (vide pp. 270 sqq., ante) was written, the 
Government of India have circulated the two Bills' for 
criticism-one, the Trade Disputes Investigation Bill, the 
other, the Trade Unions Bill. It is understood that these 
Bills will be introduced in the Legislative Assembly during 
the first session 01 1925. 

The bills with the covering letters, are reproduced 
in extenso below. 

From-THE HoN,'SLE MR. A. H. LEY, C.I.E., C.8.E., I.C.S., 
Secretary to the Government of India, Department 
of Industries and Labour, 

To-All Local Governments and the Chief Commissioners of 
Delhi, Ajmer-Merwara and North-West Frontier 
Province. 

I am directed to address you on the question of legislation for 
the investigation and settlement of trade disputes. The question 
is one which has been considered by the Government of India on 
several occasions. It was last raised by them in 1920, when they 
addressed Local Governments in the letter from the Board of 
Industries and Munitions, No. 1.-802 (2), dated the 21st April, 
1920, on the subject of legislation on the lines of the British 
Industrial Courts Act of 1919. At that time the Government of 
India inclined to the opinion that legislation on English lines was 
unlikely to be effective in this country in preventing, or securing 
the early settlement of strikes. The majority of Local Govern
ments agreed with this view, and it appeared to the Government 
of India that there was then no large body of public opinion in 
favour of legislation of the type suggested. They, therefore, took 
no immediate steps to initiate legislation, but they drew attention 
to the possibilities of Works Committees in allaying industrial 
unrest, and made arrangements for a further examination of the 
whole question. Information was collected regarding the laws in 
force in other countries and the extent to which they had been 
successful, and much of this information was published in the form 
of a bulletin (Bulletin of Indian Industries and Labour, No. 23. 
Conciliation and Arbitration by R. N. Gilchrist). Detailed infor
mation has also for the past four years been collected regarding 
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the course of industrial unrest in India, and the history of all 
important strikes, and close attention has been paid to the sporadic 
efforts at conciliation which have from time to time been made, and 
to the general trend of public opinion. 

2. It appears to the Government of India that the position has 
undergone considerable alteration since 1920. The increase of 
industrial unrest in the winter of 1920-21 led to the stimulation of 
public interest in labour questions, and the importance of the 
problem raised by strikes and lock-outs received general recogni
tion. The fact that several of the more protracted strikes occurred 
in public utility services strengthened the demand that some efforts 
should be made towards a solution of the problem. In nearly 
every strike or lock-out of importance which has occurred in the 
last three years there has been a fairly strong demand from some 
section o( the public for a reference of the points at issue to arbi
tration. The increased attention given to industrial disputes has, 
moreover, been followed by a steady increase in the influence 
exerted by public opinion on the course of those disputes. This 
influence has been promptly recognized by employers and workers, 
and in all the more serious strikes both parties to a dispute now 
endeavour, by the presentation of their case in the press and 
elsewhere, to influence public opinion towards the support of 
their claim. 

3. It is not irrelevant to refer in this connection to the gradual 
growth of trade unionism in India. It is true that trade unions 
may be said to be in their infancy in this country, and such unions 
as exist are far from having adopted the more advanced principles 
on which the trade unionism of western countries is based. 
Although, however, the organization of trade unions in India is as 
yet undeveloped, it is only reasonable to suppose that their influ
ence is likely to increase as they gain cohesion and the sense of 
responsibility, and the advance of trade unionism should be stimu
lated, if legislation for the registration and protection of trade 
unions, about which I have addressed you in my letter No. L.-925, 
dated the 30th August 1924, is passed. The growth of trade 
unions in this country is likely, in the· opinion of the Government 
of India, to render legislative measure for the investigation and 
settlement of trade disputes at once more necessary and more easy 
of application. 

4. Meanwhile, the whole question has been examined in detail 
in the two leading industrial provinces. Debates in the Legislative 
Council led to the appointment of strong committees in Bengal 
in March 1921 and in Bombay in November 1921 to consider 
means of alleviating industrial unrest. The Bengal Committee 
laid stress on the value of Works Committees and favoured the 
institution of Conciliation Courts to deal with disputes in public 
utility services. The Bombay Committee reported in favour of the 
statutory establishment of industrial courts. Finally, interest in 
the subject was stimulated by the big strike in the cotton mills in 
Bombay which ~ccurred at the beginning of this year, and the 
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Government of Bombay prepared a Bill to provide for enquiry into, 
and settlement of, trade disputes for introduction in the Legislative 
Council. 

5. It appears to the Government of India, therefore, that the 
time is now ripe for undertaking legislation of some kind, designed 
with a view to assisting in the prevention, or settlement, of trade 
disputes. They are further of opinion that the question is an 
all-India question, and that the legislation should be introduced in 
the Central legislature, and with this view they have prepared a 
draft Bill, which is forwarded with this letter. No legislation of 
the type suggested can be effective unless supported by a large 
measure of public opinion, and the Government of India are anxious 
to give full opportunity for criticism before they present any 
proposal to the legislature. The draft Bill must, therefore, be 
regarded as embodying suggestions of a provisional nature, on 
which they desire public opinion to be freely canvassed. They 
have preferred to express their views in the form of a Bill rather 
than in the more usual form of a general discussion, because they 
believe that, in a matter of this kind, those interested will find it 
easier to approve or to criticise concrete proposals than to express 
abstract opinions on the question at issue. 

6. It is not the intention in this letter to discuss in detail the 
provisions of this measure. It is sufficient to refer briefly to 
general principles; the details will, of course, be further examined 
on the receipt of the views of Local Governments and the public 
generally. The first 15 clauses are based on the principles of 
Part n of the English Industrial Courts Act, 1919. They empower 
(but do not compel) the Government, when_any dispute arises or 
is apprehended, to refer the dispute to a Board. The proposals, 
however, go somewhat beyond the provisions of Part II of the 
English Act, in that they definitely impose on the Board the duty, 
not merely of investigating a dispute, but of endeavouring 
to bring about a settlement. It will be observed that the 
Bill is in no sense a Bill providing for compulsory arbitra
tion in trade -disputes, a principle which, in the opinion of the 
Government of India, would be unsuitable in the circumstances of 
this country. The object of this part of the Bill is merely to place 
Government in a position to offer to the parties in"olved in a 
dispute the services of an impartiaf tribunal to assist them in 
coming to a just settlement of their respective claims, and the 
principle underlying the measure is throughout the appeal to public 
opinion. The fact that a tribunal of this kind can be quickly 
called into existence should make it more difficult than it is at 
present for either party to refuse conciliation, and the force of 
public opinion should prove a powerful factor in inducing the 
parties to a dispute to accept the findings of the Board when they 
have been promulgated. 

7. Clauses 16 and I j, however, which deal with disputes in 
public utility sen·ices. go considerably further. It will no doubt 
be admitted that disputes in sen-ices whose continuous working is 
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essential to the well-being of the community stand on a somewhat 
different footing from ordinary trade disputes. If a strike takes 
place in a transport service, or in the post and telegraph service, 
the public has usually to suffer loss, and a strike which assumes 
serious proportions may result not only in paralysis to trade and 
industry but in positive danger to the general public. A strike or 
lock-out affecting the supply of light or water to a city constitutes 
a menace to public health and safety. In such cases it appears 
to the Government of India that the public, who are vitally 
interested, "'in reasonably demand that Government shall do what 
it can to prevent the occurrence of a strike or lock-out. This view 
appears to be receiving an increasing measure of support. 
The advisability of taking action to prevent stoppages of work in 
public utility services has lately been urged by several Local 
Governments in connection with the proposals for trade union' 
legislation. The idea has received the support of a number of 
the leading employers and has been expressly endorsed by the 
Associated Chambers of Commerce. Nor, if provision is made for 
the investigation of grievances, is the principle of intervention 
likely to be unwelcome to the great majority of workers who are 
the first to suffer when strikes or lock-outs take place. 

8. It may be held that if a satisfactory procedure for the settle
ment of disputes is devised, there is no logical objection to .the 
prohibition by legislative enactment of all stoppages of work in 
public utility services. The illegality of strikes in certain cases 
finds a place in English law in the Conspiracy and Protection of 
Property Act, 1875, and the principle is also reflected in the Indian 
Post Office Act. I n some countries far more ambitious and far
reaching attempts have been made to prohibit strikes by legislation. 
The Government of India doubt, however, if provisions of this 
nature would achieve the end they have in view. They are inclined 
to think that it is unwise, and probably impracticable, to attempt to 
prohibit absolutely stoppages of work in public utility services in 
India. They believe that, if they can secure the postponement of a 
stoppage of work in such services until an attempt has been made 
to secure conciliation, they will have gone as far as is, at present at 
any rate, advisable towards the solution of the problem. 

9. Clauses 16 and 17 of the draft Bill accordingly follow the 
principle of the Canadian Industrial Disputes Investigation Act of 
1907, in requiring the reference of disputes in public utility services 
to an impartial Board before a strike or lock-out takes place. The 
purpose is to ensure the recognition of the interests of the public as 
a thir'! party in such disputes; the safeguard is, as throughout the 
Bill, the appeal to public opinion. The Board will be able to make 
a full investigation into the merits of the dispute, and may be able 
in many cases to bring the parties to an amicable settlement. If 
they fail to do this, the next step will be the publication of their 
award pronouncing on the points at issue. Thereafter, the parties 
will be free to declare a strike or a lock-out, if they so desire. 
While penalties are imposed on persons responsible fo< strikes or 
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lock-outs, pending the reference 01 a dispute to a Board, the exist
ence of these penalties must not be regarded as the central feature 
of the Bill. It is hoped that, quite apart from the existence of 
penalties, the inRuence of public opinion will prevent a rash and 
unconsidered stoppage ,01 work, while the means for settling a 
dispute are at hand. If the Boards can command public confidence, 
the parties will find it difficult to refuse, to accept their findings. 

'0. It will be observed that clauses ,6 and '7, as drafted, do_ 
not apply automatically to any public utility service. They will 
only apply to such services to which they are specifically declared 
by Government to be applicable. The'reason why the Government 
of India have thought it advisable to draft the Bill in this way is 
that the circumstances of different public utility services vary 
considerably, and action penalizing strikes pending reference to a 
Board may be desirable in respect of one such service and unwise 
in respect of another. Opponents of legislation of this type have 
always laid considerable emphasis on the danger that, so far from 
aiding in the prevention or settlement 01 srikes or lock· outs, it may 
actually have the, effect of prolonging them. The Government Of 
India are alive to this danger. Experience in this country, for 
instance, has shown that the forfeiture of long service gratuities for 
participation in a strike on a railway has tended in some cases to 
prolong the strike. Such considerations mar not be applicable to 
other public utility services. The proposa to render strikes or 
lock-outs in public utility services illegal must be regarded as of an 
experimental nature in this country at present, and it has appeared 
to the Government of India preferable, therefore, to draft the Bill 
in such a way as to enable Government to proceed gradually in this 
matter, and to make advances or withdrawals in the light of experi
ence gained. The Government of India desire particularly to be, 
furnished with the views of the Local Government on the SUitability 
of these clauses and the wisdom of their application to particular 
public utility services, in the light of the remarks made in this 
paragraph. 

I L Finally, I am to say that the Government of India are not 
unconscious of the difficulties in undertaking legislation of this 
character. The size of the country, the illiteracy of the workmen, 
the comparative lack of well-developed organizations among them, 
the presence in too many trade disputes of differences which are 
not economic, and the fact that the articulate section of the public 
is still comparatively ,small, 'all tend to complicate the problem. 
The Government of India believe, however, the difficulties are not 
insuperable, and they consider that, at the stage of industrial pro
gress which India has already reached, the proposals now put 
forward offer the hope of some diminution of industrial unrest. 
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A Bill tD make provision for enablin~ the investigation 
and settlement of trade d.sputes. 

WHEREAS it is expedient to 
investigation and settlement of 
enacted as .follows :-

make provision for enabling the 
trade disputes; It is hereby 

I. (I) This Act may be called the Trade Disputes Investi
Short title, eztent gation Act, 192 

and commencement. 

(2) It extends to the whole of British India, including British 
Baluchistan and the Son thaI Parganas. 

(3) It shall come into force on such date as the Governor 
General in Council may by notification in the Gaflette oj India 
appoint. 

2. (I) In this Act, unless there is anything repugnant in the 
Interpretation. subject or context,- ) 

(a) If Board" means a Board of Investigation and Conci
liation constituted under this Act; 

(6) If employer" means in the case of any industry, business 
or undertaking carried on by any department of the 
Government. the head of the department; , 

(e) If lock-out" means the closing of any place of employment, 
or any suspension of work, or any refusal by an employer 
to continue to' employ any number of his workmen, 
where such closing, suspension or refusal occurs in 
consequence of a dispute and is intended for the purpose 
of compelling the workmen of the employer, or of aiding 
another employer in compelling his workmen, to agree 
to any action taken or proposed to be taken by the 
employer; 

(d) If prescribed" means prescribed by rules made under 
this Act ; 

(e) "public utility service" means any industry, business or 
undertaking which main tarns or supplies power essential 
for the ftaintenance of-

(.) any railway, tramway or inland steamer service; or 
(ii) the postal or telegraph service; or 

(iii) a supply of light or water to the public; or 
(iv) any system of public conservancy or sanitation; 

and includes any industry, business or undertaking 
which the Governor General in Council may, after 
giving by notification in the Gasette of India not less 
than three months' notice of his intention so to do, by a 
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like notification declare to be a public utility service for 
the purposes of this Act ; 

(f) "railway company" means a railway company as defined 
in section 3 of the Indian Railways Act, 1890 ; IX 

(g) "strike" means a cessation of work by a body of workmen 
acting in combination, or a concerted refusal or a refusal 
under a common understanding of any number of work. 
men to continue to work for an employer, where such 
cessation or refusal occurs in consequence of a dispute 
and is intended for the purpose of compelling the 
employer, or of aiding other workmen in compelling 
their employer, to concede any demand of the workmen; 
and 

(k) "workman" means any person employed by an employer 
for hire or reward, but does not include any person 
employed in the Naval. Military or Air Service of the 
Crown or in the Royal Indian Marine Service. 

(2) For the purposes of this Act, no person shall be deemed 
to bave ceased to be an employer or a workman of any employer, 
by reason only of a lock-out or strike, or by reason of 'any dismissal 
giving rise to a dispute which has within thirty days of the dis
missal been referred to a Board under this Act. 

Reference of ])jsputes to Boards. 

3. If any dispute arises or is apprehended between an 
. employer and any of his workmen, the Local 

Referenoe of dIll- Government or where the employer is the 
putes to Board.. d f 'd' d b I f hea 0 any epartment un er t e contro 0 
the Governor General in Council, or is a railway company, the 
Governor General in Council may, by order in writing, refer' the 
dispute for investigation and settlement to a Board: 

Provided that, where arrangements for settlement of disputes 
by conciliation or arbitration have been made in pursuance of an 
agreement between the employer and any organization represen
tative of a substantial proportion of the workmen or of an agree
ment to which the employer and such organization are parties, .the 
dispute shan not be referred to a Board under this section unless 
and until there has been a failure to obtain a settlement thereof 
by means of those arrangements. 

Constitution of Boards. 

4. (I) As soon as may be after the commencement of this 
Act, the Governor General in Council and each 

Formation. of paneJa Local Government shall form for the purpose 
for the coDStltutIon of - .' 
Board.. of constitnting Boards to whIch disputes may 

be referred by them respectively, three panels 
'consisting respectively-

(a) of persons representing the interests of workmen; 
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(6) of persons representing the interests of employers; and 
(e) of persons suitable for appointment as Chairmen of 

Boards. 
(2) Each panel shaIl consist of not less than five persons who 

shaIl be nominated by the Governor General in Councilor the 
Local Government, as the case may be, and who shaIl have ex
pressed their willingness to serve on Boards as Chairmen thereof, 
or, as the case may be, to represent the interests on behalf of 
which it is proposed to nominate them respectively. 

0) A person nominated to a panel under this section shaIl 
be liable during a period of three years to serve upon any Board 
when caIled upon to do so by the authority by which he was 
nominated: 

Provided that any such person may apply for the removal of 
his name from the panel, and, if he does so, his name shaIl be 
removed accordingly. 

(4) Subject to the provisions of sub-section (2) any person 
may be nominated to a panel at any time, whether to fiIl a vacancy 
or otherwise. 

5. (I) Every Board shaIl consist of three persons, of whom one 
shaIl be appointed from each of the three 

Conatitution of Board. panels formed under section 4 by the authority 
by which the Board is constituted : 

Provided that, where the Board is to be constituted by a 
Local Government and the Local Government is of opinion that 
the dispute in question affects the interests of another province, 
it shaIl intimate such opinion to the Local Government of that 
province and shaIl, if that Local Government so requires, appoint to 
the Board two additional members nominated by that Local 
Government, one from the panel of workmen's representatives and 
one from the panel of employers' representatives formed by that 
Local Government under section 4. 

( .. ) No person shaIl be appointed to be a member of a Board 
who has any financial or other substantial interest in the settlement 
of the dispute in respect of which the Board is to be constituted. 

6. As soon as possible after a Board has been constituted, the 
names of the members thereof shall be pub

Noti6c&tion of the lished in the Gazette of India or the local 
constitution of Boa,·ds. official Gazette, as the case may be, and shall 

be notified in such manner as may be prescribed 
to the parties to the dispute. 

7. Every vacancy in the membership of a Board shaIl be fiIled 
from the same panel from which the member 

V ...... ci... whose appointment is vacant was originaIly 
appointed. 

8. No order of the Governor General in Councilor of a Local 
Government nominating any person to a panel 

Pina1ilyofOl'deroon- Elr appointing any person as a member of a 
-.tinting BoardL Board shaIl be caIled in question in any 

manner whatsoever. 
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Functions, Powers and Procedure of Boards. 

9. (/) Where a dispute has been referred to a Board under 
this Act, it shall be the duty of the Board to 

Ullti81 and powers endeavour to bring about a settlement of the 
of Boards. same, and for this purpose the Board shall, in 

such manner as it thinks fit and without delay, 
investigate the dispute and all matters affecting the merits thereof 
and the right settlement thereof, and in so doing may do all such 
things as it thinks fit for the purpose of inducing the parties to 
come to a fair and amicable settlement of the dispute, and may 
adjourn the proceedings for any period sufficient in its opinion 
to allow the parties to agree upon terms of settlement. 

(2) In making any such investigation, a Board shall have the 
same powers as are vested in a Court under the Code of Civil 
Procedure, 1908, when trying a suit in respect of the following Vof 100 
matters ;-

(a) enforcing the attendance of any person and examining him 
on oath; 

(b) compelling the production of documents and material 
objects; and 

(c) issuing commissions for the examination of witnesses j 

and shall have such further powers as may be prescribed. 
10. (/) All questions arising for decision by a Board shall be 

decided by a majority of the votes of the memo 
Procedure. bers thereof. 

(2) The presence of the Chairman and at least one other mem
ber of the Board shall be necessary to constitute a sitting of a 
Board. 

(3) A Board shall in holding an investigation follow such 
procedure as may be prescribed. 

I I. (/) If a settlement of a dispute is arrived at by the parties 
thereto after it has been referred to a Board 

Recommelldations and during the course of the inve!'tigation 
snd -report._ thereof, a memorandum of the settlement sball 

be drawn up by the Board and signed by the 
parties, and the Board shall send a report of the settlement, together 
with the memorandum to the authority hy which the Board was 
constituted. 

(,,) If no such settlement is arrived at during the course of the 
investigation, the Board sbalI, as soon as possible after the close 
thereof, send a full report regarding the dispute to the authority 
by which the Board was constituted, setting forth the proceedings 
and steps taken by the Board for the purpose of ascertaining the 
facts and circumstances relating to the dispute and of endeavouring 
to bring about a settlement thereof, together with a full statement 
of such facts and circumstances and its findings therefrom and 
the recommendation of the Board for the settlement of the dispute. 

(3) The recommendation of the Board shall deal with each 
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item of the dispute and shall state in plain" language what, 
opinion of the Board, ought and ought not to be done 
respective parties concerned. 

in die' 
by:the , 

12. The report of a Board shall be in writing and: 

Form. of report. 
be signed by all the members of the 
Board: 

Provided that nothing in this section shall be dee'med to 
prevent any member of a Board from recording a minute of 
dissent from a report or from any recommendation made 
therein. 

13. Every report made by a Board shall be published 
in the Gaaette of India and in the local 

Publioatiou of reo official Gazette of and province which, in 
port. the oplDlOn of the Local Government 
thereof, is affected by the dispute, and a copy thereof shall be 
sent free of charge to the parties to the dispute and to any 
newspaper applying for the same, and further copies shall be dis. 
tributed in such manner as to ensure that full publicity is given 
to the terms of the report, and the authorised Officer shall upon 
application supply certified copies on payment of the prescribed 
fee to any person who applies therefor. 

14. (I) A Board or any member thereof or any other 
person authorised in writing by a Board 

. Powo~ of ontry and in this behalf may, for the purposes of any 
".pec'.OD. ... d h' B d d IDvestJgatlon entruste to t e oar un er 
this Act, at any time between the hours of sunrise and sun· 
set, enter any building, factory, workshop or other place or 
premises whatsoever and inspect the same or any work, 
machinery, appliance or article therein or interrogate any 
person therein in respect of anything situated therein or any 
matter relevant to the subject matter of the investigation . 

. (2) Any person who wilfully hinders or obstructs a Board 
or any such member or person aforesaid in the exercise of 
any power conferred by this section or refuses without reason· 
able excuse to answer any question put to him in the exercise 
of such power shall be deemed to have committed an offence 
under section 186 of the Indian Penal Code. 

'5. (I) Any book, paper or other document or thing 
produced before a Board may be inspected 

Doc.menta, eta., to" by the Board and by such of the parties 
be topt coofidontiaL 

or their representatives as the Board may 
permit, but the information derived therefrom shall, except in 
so far as the Board deems it necessary to refer thereto in 
its report, be kept confidential, and such parts of all books, 
papers and other documents so produced as in the opinion of 
the Board do not relate to the matter at issue shall 
if possible, be sealed up. 

(2) If any member of a Board or any person to whom 
inspection of any book paper or other document lor thing has 
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~en permitted by a Board under ·sub-section (I) discloses any 
information derived therefrom in contravention of the provisions 
ol .that sub-section, he shall, on complaint made by. ·or under 
the authority of the person on whose behalf such book, paper, 
document or thing was produced before the Board, be punish
able with fine which may extend to one thousand rupees: 

Pr9vided that nothing in this sub-section shall apply to 
the disclosure of any such information for the purposes of a 
prosecution under section 193 of the Indian Penal Code. XLV 011810. 

Public Utility Services. 

16. (I) Where the Governor General in Council, in the case 
Prohibition of strikes of any public utility service carried on by him 

and lock~out8 in cer- or. under his authority, ,or by a railway com
ta.in pnblio ntility Ber. pany or the local Government, in the case 
vie... of any other public utility service, has by 
general or special order published in the Gasette of India or 
the local official Gazette, as the case may be, declared this 
section to be applicable to such service, it shall not be lawful 
for any employer to declare or enforce a lock-out as against 
any workmen .employed in such service or for any such work
men to take part in a strike, on account of any dispute un._ 
less notice of the proposed lock-out or strike has been sent to 
the prescribed officer, and-

(a) Where no order has been made for the reference 
of the dispute to a Board under this Act, until 
the expiry of thirty days from the date of the 
notice j or 

(b) Where such an order has been made, until the expiry 
of ninety days from the date of the notice or until 
the expiry of seven days from the date of the 
publication of the report of the Board under section 
13, whichever date is earlier. 

(2) Any employer who declares or enforces a lock-out in 
contravention of the provisions of sub-section (I) shall be punish
able with fine which may extend to two thousand rupees. 

(3.1 Any workman who takes part in a strike in contraven
tion of the provisions of sub-section (I) shall be punishable 
with fine which may extend to twenty-five rupees. " 

(4) Any person who abets any contravention of the 
provisions of sub-section (I) shall be punishable with fine which 
may extend to two thousand rupees. 

(s) No Court shall take cognizance of any offence under 
. this section save on complaint made by, or under authority 
from, the Governor General in Council or the . Local Govern
ment. 

(6) No Court inferior· to that of a Presidency Magistrate 
or a Magistrste of the first class shall try any offence under 
this section. 
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• 
1'7. (I) No employer shaH enforce, as against any of his 

workmen employed in any public utility 
Notice of redootion service to which the provisions of section 

jn wages Iond l'Bte •• 
16 apply, any general reduction in wages 

or in rates paid for working overtime until he has given to 
the workmen, in such manner as may be prescribed, not less 
than one month's notice of his intention so to do. 

(3) Any Board to which any dispute between an em. 
ployer and his workmen has been referred, arising wholly or 
in part from the enforcement or the proposed enforcement of 
any general reduction of wages in a public utility service to 
which the provisions of section 16 apply, may order the em
ployer not to enforce any such general reduction until such 
time as may be specified in the order: . 

Provided that any such order shall cease to have effect 
'on the expiry of ninety days from the date of the notice under 
sub·section (I), or on the expiry of seven days from the date 
1)f the publication of the report of the Board under section 13. 
whichever date is earlier. 

(J) Any employer contravening the provisions of sub-section 
{I) or contravening a subsisting order made under section (3) shall 
be punishable with fine which may extend to two thousand 
·rupees. 

Rules. 

18 (I) The Governor General in Council in respect of indus
tries, bllsinesses and undertakings carried on 

Power \0 make rol... by him or under his authority, or by a railway 
company and the Local Governments in respect 

of other businesses, industries, or undertakings within their respec
tive provinces may make rules for the purpose of giving effe ct to 
the provisions of this Act. 

(3) In particular and without prejudice to the generality of 
the foregoing power, such rules may provide for all or any of 
following matters, namely: 

(a) the powers and procedure of Boards; 
(6) the representation before a Board of parties to a dispute; 
(e) the allowances admissible to members of Boards and to 

witnesses; 
Cd} the ministerial establishment which may be allotted to a 

Board and the salaries and allowances payable to 
members of such establishments; 

(e) the manner in which notice of changes in rates of 
wages or of overtime pay shaH be given under 
section 17 ; and 

(f) any other matter which is to be or may be prescribed. 
(3) All rules made under this section shaH be published 

in the Galelte of India or the local official Gazette, as the 
case may be, and shall, on such publication, have effect as if enacted 
ill this Act. • 
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The Trada Unions Bill. 

From-THE HON'BLE MR. A. H. LEY, C.I.E., CoB.E., LC.S., 
Secretary to the Government of India, Department 
of Industries and Labour, 

To-All Local Governments and the Chief Commissioners of 
Delhi, Ajmer.Merwara and North·West Frontier· 
Province. 

I am directed to refer to this department's letter No. L. 925, I 
dated the 12th September 1921, and to the reply sent by your 
Government to it. The Government of India have now examined 
the replies received to that letter from Local Governments and the 
numerous opinions expressed by employers' and workers' associa· 
tions throughout the country. They have already, in the Legisla. 
tive Assembly, assented to the view that a measure of the kind now 
under discussion should be introduced in the Central Legislature, 
and the Trade Union Bill enclosed has accordingly been prepared, 
after consideration of the replies and opinions received, with a 
view to introduction in the Legislative Assembly. It is not 
intended in this letter to discuss in detail the provisions of the 
draft Bill, but I am desired to make the following remarks on some 
of its principal features. 

2. In paragraph 15 of Mr. Chatterjee's letter referred to 
above, the Government of India suggested that the registration of 
trade unions should be optional and not compulsory. This is a 
question on the settlement of which the whole character of the Bill 
depends. The replies of Local Governments exhibit ~n acute divi. 
sion of opinion on the point, but, in the view of the Go, ernment of 
India, optional registration affords the only sound basis for legisla. 
tive action. The main anxiety of many of the advocates of com· 
pulsory registration appears to be to place restrictions on trade 
unions. But the object which the Government of India have consis· 
tently had in mind has been to frant to trade unions a position in 
the eyes of the law which shal be at once definite and privileged, 
and while such a position must be attended by limitations in the 
interests not only of the body politic but of trade union members 
themselves, it appears to the Government of India to be as un· 
necessary as it would be unwise to impose general restrictions on 
combinations for trade purposes. Compulsion necessarily involves 
penalties for e\'asion, and if registration is to be compulsory, an 
attempt must be made to ensure that those who fail to register are 
suitably punished. This would mean the introduction of legislation 
on lines attempted in England a century ago, but long abandoned 
there and now generally regarded as inequitable and unjust. The 
GO\'ernment of India ha\'e therefore reached the ('ondusion that 
registration must be optional. and that trade unions should be given 

, See P. til ."'(t. 
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every reasonable inducement to register. They propose, accord. 
ingly, to confine the privileges conferred by the Act to registered 
unions. Unregistered unions will be left, both as regards privi. 
leges and obligations, in their present position. 

3. In addition, therefore, to making provision for the registra· 
tion of trade unions, the Bill aims at conferring upon registered 
trade unions certain definite privileges. These privileges include 
a considerable measure of immunity from civil suits and criminal 
prosecutions directed against trade unions and their members. 
Under the existing law, officers and members of a trade union who, 
in order to further a strike, induce workmen to break their con· 
tracts with their employers can be sued in the civil courts and may 
in certain circumstances be liable t9 criminal prosecution. The 
Bill now drafted protects them from these risks. As reg~rds 
immunity from criminal prosecution, the only question is that of 
conferring protection from the law relating to conspiracy. This 
has been effected by the introduction of a clause modifying the 
operation of section IzoB of the Indian Penal Code in respect of 
trade unions and their officers and members. Clause 17 (I), which 
is taken from section 3 ohhe British Trade Disputes Act, 1906, 
gives protection from civil suits. The Government of India 
consider it necessary also to modify the operation of the law of 
agency, in such a manner as to give trade union funds some 
protection from liability for tortious acts committed by persons 
acting on their behalf. Clause 17 (2) which has been inserted in 
the Bill with this object follows the lines suggested in paragraph 
26 of this department's letter No. L. 925 of 12th September 1921. 
While some replies have criticised this proposal on the ground that it 
confers too la~ge a measure of immunity on trade unions, a few replies, 
which favour the adoption of section 4 (I) of the British Trade 
Disputes Act of 1906, have expressed the view that the clause does 
not go far enough. The proposal embodied in the draft Bill has 
received a large measure of support and in the opinion of the 
Government of India will command general acceptance. 

4· The question of the extent to which agreements between 
members of a trade union should be enforceable was touched upon 
in paragraphs 9 and 10 of this department letter No. L. 925 of 12th 
September 1921. The provisional views of the Gc,vernment of 
India, after considering the replies received, are embodied in 
clause 18 of the draft Bill, which represents a compromise between 
extreme views. The effect of this clause, if adopted,. will be that 
while members of a trade union could not be forced by a suit to 
strike or to refuse to strike, or to accept any agreed conditions of 
work, agreements such as those regarding the payment of subscrip. 
tions and the payment of benefits under the trade union rules will 
be enforceable in the civil courts. 

5. It will be observed that no direct restrictions have been placed 
in the d. aft Bill on the objects which a trade union may pursue. It 
will, of course, be within the discretion of the registrar to refuse 
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registration to an organization which does not propose to include 
bond fide trade union objects, as the privileges conferred on trade 
unions cannot be extended to any organization which chooses to 
claim that title_ But while a trade union can include among its 
objects aims not strictly germane to trade unionism, care has been 
taken to prevent the dissipation of trade union funds on such 
objects: The question of the inclusion of political objects among 
those upon which funds can be expended has received careful 
consideration, and following the great majority of the replies 
received, the Government of India have decided tc exclude such 
objects from the list. This will not prevent trade unions or their 
leaders from advocating political policies, but it \\ill ensure that 
funds contributed primarily for trade union purposes are not 
expended on causes in which the bulk of the members have little 
interest_ If any sections of employed wish to form an organiza
tion for political purposes, and to raise subscriptions for that 
purpose, there is nothing to prevent their doing so, but there 
appears to be no strong reason for conferring in such cases privi
leges designed to protect organizations of an essentially different 
type_ 

6_ It is of importance, if trade unions are to develop along 
healthy lines, that the interests of the members should be adequate
iy safeguarded. It is essential therefore that those who join and 
who subscribe to such associations should have some guarantee 
that their rights and their investments will be properly protected. 
In the case of other corporate bodies recognized by law, precau
tions are taken to ensure that the members and the public are 
placed in possession of adequate information regarding their finan
cial transactions. The fact that the average worker in this country 
is ill-educated increases the necessity for sucb precautions in the 
case of trade unions. Provision is accordingly made for a regular 
audit of the funds of the union_ The Government of India are 
convinced tbat those who are honestly endeavouring to forward the 
trade union movement in this country will welcome sucb a pro,;
sion. 

7- But the interests of the members in their own unions 
should not be purely financial. No trade union, bowe,-er sound 
its financial position, can be regarded as healthy whicb is not 
supported by the acth-e interest of the members in its affairs_ 
Trade unionism is based on democratic ideals and a union wbicb 
is conducted on behalf of the workers bv men who ha,-e no share 
in their work or their position loses one of the essential features 
of trade unionism_ The men ('onducting it may be animated by 
the highest moti,-e. and controlled by principles of integrity and 
unsellishness, but if they endea,-our to control rather than to guide 
the union, th .. y run the risk of converting it from a trade union 
into a philanthropic society. At the .:Ime time, the Go,-emment 
of India unnot acc.pt the view of those who suggest that partici
pation in the organization of a union should be confined to those 
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working in the industry concerned. Few workmen in Indian 
industry have the education necessary for the complete control of a 
union, and it has been shown on more than one occasion that the 
fear of victimization which is partly responsible for the presence 
of the "outsider" in trade unions is not altogether unjustified. 
The Government of India have therefore reached the conclusion 
that it would be unwise to exclude outsiders from the executive of 
a union, but that in the interests of trade unions themselves, a 
majority of the executive should belong to the industry concerned. 
This will not of course necessarily ensure that the workers exercise 
effective control of the executive, but it will assist in securing to 
a certain number of workers an education in trade union methods, 
and it may give the members generally a knowledge of and an 
interest in the union's affairs, of which they might otherwise be 
deprived. 

8. In conclusion, I am to refer to the subject of picketing. In 
their previous letter, the Government of India discussed the possi
bility of making the executive of trade unions responsible for the 
prevention of the issue of orders authorizing picketing in any form. 
'l'his suggestion has received some support, but the objections to 
it appear to have considerable force. The experience of the last 
few years has not revealed any urgent necessity for imposing a 
general restriction on picketing. Those trade unions who are 
willing to confine picketing to systematic persuasion would have 
reason to resent further limitations on their powers; those in whose 
hands it degenerates .into intimidation can be dealt with by the 
ordinary criminal law. Provisionally, therefore, the Government 
of India have decided to include no provisions relating to picket
ing, 



A Bill to frovide for the registration of Trade Unions and in 
cer~aln ,:espec~s. to define the law relating to registered Trade 
Umons In Brtltsh "tdia. 

WHE~EAS it .is expedient to provide for the registration of 
Trade ,umons and In certain respects to define the law relating 
to regIstered Trade Unions in British India; It is hereby enacted 
as follows :-

CHAPTER I. 

Preliminary. 

I. (/) This Act may be called the Indian Trade Unions 
Short title. uteut Act, 192 

a.nd commenoemeut. 

(2) It extends to the whole of British India, including British 
Baluchistan and the Sonthal Parganas. 

(3) It shall come into force on such date as the Governor 
General in Council may, by notification in the Gaselle of [lIdia, 
appoint. 

2. In this Act, unless there is anything repugnant in the 
DefiuitioU8. subject or context,-

(h) 

"executive" means the body, by whatever name called, 
to which the management of the affairs of a Trade 
Union is entrusted; 

.. officer," in the case of a Trade Union, includes any 
member of the executi\'e thereof, but does not include 
an auditor; 

(c) "prescribed" means prescribed bv regulations made 
under this Act; 

(tI) .. registered office" means that office of a Trade Union 
which is registered under this Act as the head office 
thereof; 

(t') "registered Trade l'nion .. means a Trade Union register
ed under this Act ; 

(J) .. Registrar" mealls a Registrar of Trade Unions appointed 
by the Local GO"ernment under section 3. and "the 
Registrar," in relation to any Trade l'nion. means the 
Registrar appointed for the pro"inee in which the head 
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(g) 

(h) 
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or registered office, as the case may be, of the Trade 
Union is situated; 

"trade dispute" means any dispute between employers 
and workmen or between workmen and workmen or 
between employers and employers which is connected 
with the employment or non-employment, or the terms 
of employment or the conditions of labour, of any person; 
and 

"Trade Union" means any combination. whether tem
porary or permanent, formed primarily for the purpose 
of regulating the relations between workmen and em
ployers or between workmen and workmen or between 
employers and employers, and includes any federation 
of two or more Trade Unions. 

CHAPTER II. 

Registration of Trade Unions. 

3. Each Local Government shall appoint a person to be the 
Appointment of Re- Registrar of Trade UnionsJor the province. 

gistrars. 

4. Any seven or more members of a Trade Union may, by 
. . . subscribing their names to the rules of the 

Mode.of"rel!Ultrat.ion. Trade Union and by otherwise complying with 
the provisions of this Act with respect to registration. register the 
Trade Union under this Act. 

5- (/) Every application for registration of a Trade Union 
shall be made to the Registrar and shall be 

_ App~ication lor re- accompanied by a statement of the following 
gt ........ n. particulars, namely:-

(al the names of the members making the application; 
(0) the name of the Trade Union and the address of its head 

office; 
(e) a list of the titles, names, ages and occupations of the 

officers of the Trade Union; 
(d) a copy of the rules of the Trade Union; and 
(e) such further particulars as may be prescribed. 
(3) Where a Trade Union has been in existence for more 

than one year before the making of an application for its registra
tion, there shall be delh-ered to the Registrar. together with the 
application, a general statement of the assets of the Trade Union 
and of all receipts and expenditure of the Trade Vnion during 
the preceding year, prepa~ed in such form and containing such 
particulars as may be prescnbed .. 
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6. A Trade Union shall not be entitled to registration under 
Proviaiona to be con. this Act, unless the executive thereof is con

tained in tho rulen 01 stituted in accordance with the provisions 
n 1'rRde Union. of this Act, and the rules thereof provide for 
the following matters, namely:-

(a) the name of the Trade Union; 
. (b) the whole of the objects for which the Trade Union has 

been established; 
(e) the whole of the purposes for which the funds of the 

Trade Union shall be applicable, all of which purposes 
shall be purposes to which such funds are lawfully 
applicable under this Act; 

(d) the maintenance of a list of the members of the Trade 
Union; 

(e) the conditions under which any member shall be entitled 
to any benefit assured by the rules and under which any 
fine or forfeiture may be imposed on the members; 

(f) the manner in which the rules shall be amended, varied 
or rescinded; 

(K) the manner in which the members of the executive and 
the other officers of the Trade Union shall be appointed 
and removed, and the scales of salary, allowances and 
expenses to which they shall respectively be entitled; 

(It) the safe custody of the funds of the Trade Union and an 
annual audit, in such manner as may be prescribed, of 
the accounts thereof; 

(i) the right of every officer and member of the Trade Union 
to inspect, either by himself or by some person authoris
ed by him in writing in this behalf, the account books of 
the 'rrade Union and the list of the members thereof; and 

( i) the manner in which the Trade Union may be dissolved. 
7. (/) The Registrar may, for the purpose of satisfying 

himself that any application complies with 
the provisions of section 5 or that the Trade 
Union is entitled to registration under section 

Pow .. r to call 1m' 
fllrthor particulars. 

6, call for such further information as he thinks fit, and may refuse 
to r"gist"r the Trade Union until such information is supplied. 

(2) If the name under which a Trade Union is proposed to 
be rt'gistered is identicaf with that by which any other existing 
Trade l'nion has been registered or, in the opinion of the Regis
trar, so nearly resembles such name as to be likely to deceive the 
public or Ihe members 01 eilher Trade Union, the Registrar shall 
require Ihe persons applying lor registration to aller the Dame 
of the Trade Union staled in the application, and shall refuse to 
regisler the Union until sUl'h alteration has been made. 

8. The Rt'gistrar, on being satisfied that the Trade Union 
has complied \\;th all the requirements of this 
Act in regard to registration, shall register 

Ih .. Trad., t'ninn by entering in a register, to be maintained in 

B«'gi8tTM. t,tOIl. 
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such form as may be prescribed, the particulars relating to the 
Trade Union contained in the statement accompanying the applica
tion for registration. 

9. 'rhe Registrar, on registering a Trade Union under sec
tion 8, shall issue a certificate of registration 

Certificate 01 re· in the prescribed form which shall be con
gist.ro.tion. 

elusive evidence that the Trade Union has 
been duly registered under this Act. 

10. A certificate of registration of a Trade Union may be 
C.ncellation 01 re. withdrawn or cancelled by the Registrar

gistration. 

(a) on the application of the Trade Union to be verified in 
such manner as may be prescribed, or 

(6) if the Registrar is satisfied that the certificate has been 
obtained by fraud or mistake or that the Trade Union 
has ceased to exist or has wilfully contravened any 
provision of this Act or allowed any rule to continue 
in force which is inconsistent with any such provision 
or rescinded any rule providing for any matter provision 
for which is required by section 6 : 

Provided that not less than two months' previous notice in 
writing specifying the ground on which it is proposed to withdraw 
or cancel the certificate shall be given by the Registrar to the 
Trade Union before the certificate is withdrawn or cancelled 
otherwise than 011 the application of the Trade Union. 

I I. Any person aggrieved by any refusal of the Registrar 
I to register a Trade Union or by the withdrawal 

Arpe.. or cancellation of a certificate of registration 
may, within such period, as may be prescribed, appeal to the Local 
Government or to such authority as it may appoint in this behalf. 

12. All communications and notices to a registered Trade 
Registered ollice. Uffinion m

I 
a y bd~ addre~sed tfo its rhegistered 

o ceo mme late notice 0 any c ange in 
the address of the head office shall be given to the Registrar, and 
the changed address shall be recorded in the register referred 
to in section 8. 

13. Every registered 1'rade Union shall be a body corporate 
. by the name under which it is registered and 

. Incorporahon o~ reo shall have perpetual succession and a common 
gtetered Trade U nIODI. ". h . 

seal Wit power to acqUire and hold both 
moveable and immoveable property and to contract, and shall by 
the said name sue and be sued. 

'4. 1'he follm\ing Acts, namely,
CertAin Acta not to 

apply to registered 
Trade UnioDs. 

(a) The Societies Registration Act, 1860, 

(6) The Co-operative Societies Act, 1912, 
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t
el The Provident Insurance Societies Act, 19111• V of 1911. 
d) The Indian Life Assurance Companies Act, 1912, and VI of 1911 
e) The Indian Companies Act, 1913, VII of.191 

shall not apply to any registered Trade Union, and the registration 
of any such Trade Union under any such Act shall be void. 

CHAPTER III. 

Rights and LiaIJi/ilies of .. egiste .. ed T .. ade Unions. 

15. The funds of a registered Trade Union shall not be spent 
Objoclll OD which on any other objects than the following, 

''''''''' .... 1 be openo. namely :-
(a) the payment of salaries, allowances and el<pensea to 

officers of the Trade Union; 
(6) the payment of expenses for the administration of the 

Trade Union, including audit of the accounts of the Trade Union; 
(e) the prosecution or defence of any legal proceeding to 

which the· Trade Union or any member thereof is a 
party, when such prosecution or defence is undertaken 
for the purpose of securing or protecting any rights of 
the Trade Union as such or any rights arising ont of the 
relations of any member with his employer or witb a 
person whom he employs; 

(d) the conduct or furtherance of trade disputes on behalf of 
the Trade Union or any member thereof; 

(e) the compensation of members for loss arising out of trade 
disputes; 

V) allowances to members or their dependants on account of 
death, sickness or unemployment of such members; 

(g) the insurance of members against death, sickness or un
employment; 

(ot) the provision of educational, social or religious beneSts 
for members, including the payment of the expenses of 
funeral or religious ceremonies for deceased members 
or for the dependants of members; and 

(.) the upkeep of a periodical published mainly for the purpose 
of discussing questions affecting employers or workmen 
as such. 

16. No officer or member of a registered Trade UniOIl shall 
. . be liable to punishment under SUb-5ectiOIl (2) 

Ia ~.u.:.; ... :'''''7 of section 120B of the Indian Penal Code, in 
respect of any agreement made betHeell the 

IIleiIlben fOr the purpose of furthering any such object of the 
Trade Ull/on as Is specified In section IS, unless the agreement is 
au agreement to commit an offence. • 

51 
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17. (r) No suit or other legal proceeding shall be maintainable 
in any Civil Court against any officer or 

Immunity from oin! member of a registered Trade Union in respect 
nit in 08J'ta.in cases. f d b h I o any act one y im in contemp ation or 
furtherance of a trade dispute on the ground only -that such act 
induces some other person to break a contract of employment or 
that it is in interference with the trade, business or employment of 
some other- person or with the right of some other person 
to dispose of his capital or of his labour as he wills. 

(2) No suit or other. legal proceeding shall be maintainable in 
any Civil Court against a registered Trade Union in respect of any 
act done in contemplation or furtherance of a trade dispute by 
any person acting on behalf of the Trade Union, if it is proved 
that such person acted without the knowledge of, or contrary to 
express instructions given by, the executive of the Trade Union 
and that the executive has repudiated such act at the earliest oppor
tunity and by all reasonable means and with reasonable publicity. 

18. Notwithstanding anything contained in any other law for 
the time being in force, an agreement between 

Euforceability of the members of a registered Trade Union shall 
agreement&. not be void or voidable merely by reason of 
the fact that any of the objects of the agre~ment are in restraint 
of trade: 

Provided that nothing in this section shall enable any Civil 
Court to entertain any legal proceeding instituted for the express 
purpose of enforcing or recovering damages for the breach of any 
agreement concerning the conditions on which any members of a 
Trade Union shall or shall not sell their goods, transact business, 
work, employ or be employed. 

19. Any person who has attained the age of fifteen years may 
Bights of mino,," to be.a member of a registered Trade Union 

me!"berabip of Trade subject to any rules of the Trade Union to the 
UDlODO. - contrary, and may, subject as aforesaid, enjoy 
all the rights of a member and execute all instruments and give 
all acquittances necessary to be executed or given under the rules: 

.Provided that no person who has not attained the age of 
eighteen years shall be an officer of any such Trade Union. 

zoo A majority of the total number of the officers of every 
Majority of otBcon registered Trade Union shall be persons actual

to ~ connected with Iy engaged or employed in the industry with 
"'e mduatry. which the Trade Union is connected. 

21. Any registered Trade Union may, with the consent of not 
Ohauga of name. less than two-thir~s of the total number of its 

members, change Its name. 
22. Any two or more registered Trade Unions may become 

. amalgamated together as one Trade Union with 
~t=.lOD of or without dissolution or division of the funds 

of such Trade Unions or either or any of them, 
provided that the votes of at least one-half of the members of each 
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or every such Trade Union entitled to vote are recorded, and that 
at least sixty per cent. of the votes recorded are in favour of the 
proposal. 

23. Notice in writing of every change of name and of every 
Notice 0' obange amalgamation, signed in the case of a change 

0.' name or amalgama. of name, by seven members and by the Secre
t,On. tary of the Trade Union changing its name, 
and in the case of an amalgamation, by seven members and by the 
Secretary of each and every Trade Union which is a party thereto, 
shaH be sent to the Registrar who shaH, if he is satisfied that the 
provisions of this Act in respect of change of name or of amalga
mation, as the case may be, have been complied with and, in the 
case of an amalgamation, that the Trade Union formed· thereby is 
entitled to registration under section 6,-

(a) register the change of name in the register referred to in 
section 8, or 

(6) register the Trade Union in the manner provided in that 
section, 

and the change of name or amalgamation shaH have effect from the 
date of such registration. 

24. (I) The change in the name of a registered Trade Union 
Elleota of ohanga shall not affect any rights or obligations of the 

of nail!" and of amal. Trade Union or render defective any legal 
l!"matIOD. proceeding by or against the Trade Union, 
and any legal proceeding which might have been continued or 
commenced by or against it by its former name may be continued 
or commenced by or against it by its new name. 

(2) An amalgamation of two or more registered Trade Unions 
shall not prejudice any right of any of such Trade Unions or any 
right of a creditor of any of them.· . 

as. When a registered Trade Union is dissolved, notice of 
the dissolution signed by seven members and 

Diaolulion. by the Secretary of the Trade Union shall, 
within fourteen days of the dissolution, be 

sent to the Registrar, and shall be registered by him if he is satisfied 
that the dissolution has been effected in accordance with the rules 
of the Trade Union, and the dissolution shall have effect from 
the date of such registration. 

a6. (I) There shall be sent annually to the Registrar, on or 
before such date as may be prescribed, a general 

Bet....... statement, audited in the prescribed manner, 
of all receipts and expenditure of every 

registered Trade Union during the year ending on the 31st day of 
March next preceding such prescribed date, and of the assets of 
the Trade Union existing on such 31st day of March. The 
statement shall be prepared in such form and shall comprise such 
particulars as may be prescribed. 

(;1) Together with the general statement there shall be sent to 
the Registrar a statement showing all changes of officers made by 
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the Trade. Union during the year to which the general statement 
reiers, togeiheralso with a copy of the rules of the Trade Union 
corrected up to the date of the despatch thereof to the Registrar. 

(3) A copy of every alteration made in the rules of a registered 
't(adCl UniOIl shall be sellt to the Registrar withill tell days of the 
mu.ing of the alteration. 

Power to 
...,I_tion •. 

CHAPTER IV. 

Regulations. 

The Governor General in Council 
k tions for the purpose of 

ma. the provisions of this. Act . 

may make regula
carrying into effect 

(2) In particular and without prejudice to the generality ofthe 
foregoing power, such regnlations may provide for all or any of the 
following matters, namely,-

(a) the manner in which Trade Unions and the rules of Trade 
Unions shall be registered; 

(b) the transfer of registers in the case of any registered 
Trade Union which has changed its head office from 
one province to another; 

(e) the manner in which and the persons by whom the ac
counts of registered Trade Union shall be audited; 

(d) the conditions subject to which inspection of documents 
kept by Registrars shall be allowed and the fees which 
shall be chargeable in respect of such inspections; and 

(e) any matter which is to be or may be prescribed. 
28. (r) The power to make regnlations conferred by section 

P bl'--" f 27 is subject to the condition of the regulations 
• ,_,on 0 rega' be' d ft ' bl" I.ti..... 109 ma e a er previous pu Icatlon. 

(2) The date to be specified in accordance with clause (3) of 
189'1. secti.on 23 of the General Clauses Act, [897, as that after which a 

draft. of regulations proposed to be made will be taken into consi
deFation shall not be less than three months from the date on 
..w~h the draft of the proposed regnlations was published for 
g,ene~a1 information. 

V} Regulations so made shall be published in the Gageil. of 
b.dia ao.d.. on such publication, shall have effect as if enacted in 
dljaAc.t. 



CHAPTER V. 

Penalties and Procedure. 

29. (r) If default is made on the part of any registered Trade 
Union in giving any notice or sending any 

Failure 10 oubm;t statement or other document as required by 
D.';", or relura& or under any provision of this Act, every officer 

or other person bound by the rules of the Trade 
Union to give or send the same, or, if there is no such 
offi~er or person, every member of the executive of the Trade 
UDlon, shall be punishable with fine which may extend to five 
rupees and, in the case of a continuing default, with an additional 
fine which may extend to five rupees for each week after the 
first during which the default continues. 

(2) Any person, who wilfully makes, or causes to be made, any 
false entry in, or any omission from, the general statement required 
by section 26 or in or from any copy of rules or of alterations of 
rules sent to the Registrar under that section, shall be punishable 
with fine which may extend to five hundred rupees. 

30. Any person, who, with intent to deceive, gives to any 
member of a registered Trade Union or to· any 

Bop~I,;.g 1.1 ••. iD' person intending or applying to become a 
formatio. repn!log b f h T d U' d Trade Union.. mem er 0 sue ra e Dlon any ocument 

purporting to be a copy of the rules of the 
Trade Union or of any alterations to the same which he knows, or 
has reason to believe, is not a correct copy of such rules or 
alterations as for the time being in force, or any person who, with 
the like intent, gives a copy of any rules of an unregistered 
Trade Union to any person on the pretence that such rules are the 
rules of a registered 1'rade Union shall be punishable with fine 
which may extend to two hundred rupees. 

31. (r) No Court inferior to that of a Presidency Magistrate 
CogniAa .. ofotr •• _ or a Magistrate of the first class shall try any 

offence under this Act. 

(2) No Court shall take cognizance of any offence under this 
Act, unless complaint thereof has been made within six months of 
the date on which the offence is alleged to have been committed. 
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