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PROFIT SHARING IN THE UNITED STATES.

BY BORIS EMMET.

INTRODUCTION.

The recognition of the desirability of a distribution of the profits
of an enterprise so as to give to all the employees concerned with
their creation a fair share is by no means of recent origin, Various
reformers, some students of industrial problems, and often employers,
have from time to time addressed themselves to a consideration of
this problem with varying degrees of enthusiasm and zeal. Profit
sharing, at times, has actually been advocated as the one and only
method for the permanent solution of the so-called labor problem.

Although most of the profit-sharing theories have been put into
operation, the appearance and disappearance of profit-sharing schemes
have been so irregular and infrequent that one may not appropri-
ately speak of a profit-sharing movement. Profit sharing, in so far
as it does exist in the United States at the present time, appears as
a component part of a larger and more significant phenomenon in
our industrial life, to wit, the tendency on the part of employers to
create conditions that would mitigate the frequent and often violent
disputes between themselves and their employees, thus fostering the
development of a larger spirit of harmony and cooperation, and result-
ing, incidentally, in greater efficiency and larger gains,

OBJECT OF THE STUDY.

The object of this study is to furnish as complete and detailed
s picture as possible of the present status of profit sharing in the
United States, presenting descriptively and statistically the following
facts: (1) Extent of the application of the principle in American
trade and industry; (2) nature or character of the existing plans
with particular reference to (a) factors determining profits to be dis-
tributed and (b) conditions under which profits are paid to employees;
(3) proportion of the total employed who participate; (4) ocoups-
tions or types of employment of participating employees; (5) benefita
accruing to participating employees; (8) cost of plans to the em-
ployers; and (7) results secured through workings of the plans with
special reference to factors tending to improve relations between em-
ployer and employee and to increase the efficiency and stability of the
working foros. :
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Although this study endeavors to throw some light on the causes
of the discontinuance of some of the profit-sharing plans known to
have been in existence, it is in no sense historical, inasmuch as it
does not concern itself in detail with the nature or character of the
discontinued plans.

SCOPE OF THE STUDY.

In the course of this investigation all of the profit-sharing plans
known to be in‘operation in the United States at the present time
were carefully examined and analyzed. In addition to these, varioug
other plans, popularly termed profit sharing, were studied. The
latter, in the majority of instances, bear no direct relation to the
profits of the enterprises in which they are in vogue, the divisible
moneys depending almost wholly upon factors not at all in the nature
of profits; as, for example, the length of service or wages or salaries,
or both; wages or salaries and ownership of certain amounts of stock
or of a savings account; general profitableness of the business and
the skill of specific classes of employees coming under the plan; and,
in some of the so-called stock subscription plans, upon the subscrip-
tion for certain amounts of stock, the so-called profits under such
plans accruing either by reason of the fact that the stock is offered
to the employees at less than market price or through a special bonus
per share for a limited number of years, from two to five usually,
paid to subscribing employees who retain ownership of the subseribed
or paid for stock, or both.

The common feature of all of the plans described in this report is
the understanding among all concerned that the shares in the profit
or the bonuses paid to the employees are separate and distinct from
the employees’ regular earnings, subject to change and withdrawal
by the employer without notice, and with the qualifications for par-
ticipation fixed at his discretion.!

1 The legal status of profit asharing, with perticular reference to the rights of employees to compe! employ-
ars to pay the shares as specified, after annotnesment, has never been dsfiniitely establighed by say of the
Btate or Federal courts of record. .

A considerable number of so-called profit-sharing cases, however, were brought to the attention of some
of the justice courts in the State of Michigan. These suits wers started by employess of one of the prufis.
sharing firms, who, for some reason or other, were disqualified from participation, the phalntifiy main-
taining that the publicly snmounced profit-sharing plan of the establishment was equal to & contract of
smployment respecting wages, applicabls to all employees of a specific class, that tha empioyer, under
sach conditions, had no lagal right to discriminate betwesn different groups of employess, giving profite
to some and denying them to others. ‘The courta, however, sustained the oontentions of the defendant
1o the effect that profit-sharing moneys are meregratuities on the part of the empiloyer, who therefore has

the sole right of determining the conditions under which they should be paid, and, farthermore, if shares
of profits were obtained in a frandulent manner the moneys thus received may be recovered by the irm
through a civil sait. .

In accord with this point of view, spparently, are the regulations of the United States Treasury Depart.
ment in the eaforoement of the Federal incoms tax law. Under these regulstions, profitsharing or gain-
sharing expenditures are not considersd a part of the direet Iabor cost of an exisbishment to be trested asan
expense. Such momeys are taxed in the seme manner as any other tncoms of the amployer for the renson
that thelr disposition js considered s mare gratuity an the part of the employer.

A case hearing an s question closely resembling that of profit sharing—the right of an smployes to the
mtdmdpmmmmdwhmmﬂumdmmdmbumn(l&
'Nevin ». Solvay Process Co.,32 App. Div., 610, aflir. 108 N. Y., 530)—was decidad agatnst the amployes arnd

In favor of the company.
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Exoept in & oasual way, this report does not concern itself with
plans under which a part of the.divisible profits are set aside as a
common fund for purposes of the general welfare of the employees, .
such as, for instance, the development of recreation activities, im-
provement in the health of employees, or for the payment of sick
benefits, old-age pensions, ete.

The report, furthermore, omits altogether the consideration of any
plans under which the bonuses paid depend chiefly upon increases in
individual efficiency as shown either in the output of work or in the
amount of sales made, or upon savings individually effected in the
cost of production or in the normal expenses of operation. Whatever
the ultimate value of such plans may be, their nature is such that
they can not properly be included among plans involving the appli-
eation of the profit-sharing principle, even in the broadest sense of
the term.

METHODS USED IN THE STUDY.

In the collection of the information upon which the results pre-
sentoed in this report are based, personal visits were made to each
of the establishments that were reported as having profit-sharing or
stock-subsoription plans in operation for the benefit of their employees.
The general nature of the plan, ita object, and results achieved were
discussed in each instance at great length with persons in direot charge;
whenever possible, the originator of the plan was interviewed.

All the statistical results herein shown, particularly those indicating
the proportions of participants of the total employed, benefits ac-
oruing to the employees, cost of the plan to the employer, and the
ocoupations of the participants, are based upon data secured from
original records of the respective firms. Furthermore, descriptive
texts of specific plans distributed by the different companies and
said to present the essential features of their plans, were carefully
examined for the purpose of checking them with the actual facts as
found upon the examination of the actual working of their respective

lans,

d As the principal aim of the study was to present a complete account
of the present status of profit sharing, properly speaking, plans other
than those properly so termed were introduced into this report either
beoause they were associated in the public mind with the principle of
profit sharing, i. e., th8 ectual distribution of definite proportions of
the net profits, or beoause their introduction seemed to afford the
best means of indioating clearly the real nature of profit sharing,
a3 distinguished from ordinary bonus plans under which the so-called
divisible amounts bear no immediate relation to the profits of the
business.
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CLASSIFICATION OF PROFIT-SHARING PLANS IN OPERATION IN THE
; UNITED STATES.

Relatively few of the plans adopted by American employers for the
purpose of giving their employees some remuneration in addition to
their regular earnings can properly be classified as profit sharing
as defined by the International Cooperative Congress,!

The following classification, based upon a close serutiny of the
detailed feetures of most of the plans in operation in' the United
States, was formulated and used throughout this report for conven-
ience and clearness: - ‘

I. Profit sharing—Essential features:

1. Amount to be distributed varies with and depends upon
the net profits of the enterprise or upon the amount of
dividends paid to stockholders.

2. Proportion of profits to be distributed is definitely deter-
mined in advance.

3. Benefits of the plan extended to at least one-third of the
total employed, and including employees in, occupations
other than executive or clerical.

‘4. Method of determining individual shares is known, at least
in a general way, to the participating employees.

II. Limited profit sharing—Essential features:

1. Same as 1 in profit sharing.

2. Samie as 2 in profit sharing.

3. Benefits of the plan limited to less than one-third of the
total employed, and excluding employees other than
executive or clerical.

1 The term * profit sharing,” strictly speaking, was clearly defired by the International Cooperative Con-
greas, held in Parks, France, 1830. Aocording to this definition profit sharing tnvolves ““an agreement ireely
entered into, by which the employees receive o share, fixed in advence, of the profits.””

In formelating this definition, the congross defined the terms “agreement ” as covering not only agreements
binding fn iaw, bat sa including also cases whare the ngreement i only s morsl obligation, provided it is
honorably carried out. .

An to the meaning of the term “profits” {n the definition of the congrems, it was stated that profits shonid
be understood as constituting the actual net balance or gain realized by ihe financial operations of the
'undertaking in relation to which the acheme exists.”

A ‘‘share” is stated by the same congress to be“‘ asum paid to the smployes out of the profita.”’ The
_amount of the ghare, it is farther stated, ““mnst be dapendent upon the amount of the profits.”

Another feature of profit sharing that received the carsful attention of the congress was the provision,
unanimonsly adopted, that *che share received by the employee shall be fixed in advance.” It is not
neosssry that the employes shall know all the detalls of the basis upon which. the amount of his share
will dopend. It bs essantial, however, that the share to be givan to the employee shall not be Indeterminate,
that i, it mnst not be a share which an employer fixss, st the ond of soms period, st bis abeolale discretion,
as distinguished from s presrranged hasis.

The relative proportion of the total working force of s spectfic cancern that must share in the profits in
order to establish real profit-sharing conditions wes stated by the sams congress 10 be “not lass than 73

mt'll
p;thhhomﬂed,mhmm,mmmymhdbymlqumdﬂrm profit-sharing
plan bs te be recelved by him striclly as an smployss for services renderad; Lhe Sact Lhat an employes bobds
shares of stock ar any othes pecumiary interest in the tnainess which employs him doss not, in faelf, con-
stituta a case of profit sharing. (Bullstin de Is Participation sax Bénéfices, Parts, Toms XIX, 1607, pp.
220-712, cited by D. ¥, Bchlous, uuhnq«mdmwnmun.mm.ch.xvm)
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11I. Bonus plans, popularly known as profit sharing, under which the
divisible fund does not depend upon.or vary with the net profits of-
the enterprise, but upon any one of the following factors:

1, Price for which commodity manufactured is disposed of—

‘the so-called sliding-scale wage. _

2. Gross receipts or gross profits—a varient of the sliding
scale. ‘

3. The estimated probable profits of the business.

4. Wages or saleries earned and length of service.

5. Length of service and thrift, as shown by the participant’s
ownership of some stock of the company, or mainte~
nance of a savings account.

6. Savings of the prospective participants, as shown by a sub-
seription or ownership of a specified amount of stock of
the employing compaiy or savings accounts.

7. Amount of savings collectively effected in production or
operation. :

‘The major part of the subject matter of this report thus falls into
three main parts, as follows: (1) Profit sharing in the strict sense of
the term; (2) limited profit sharing; and (3) bonus plans popularly
known as profit sharing. )

EXTENT OF THE APPLICATION OF THE PROFIT-SHARING PRINCIPLE IN
THE UNITED STATES. .

Profit sharing, properly speaking, i. e., 8s confined to plans under
which distributions of specified proportions of the net profits of the -
enterprise are made to at least one-third of the total employed, does
not appear to have reached any considerable proportions in the United
States. The number of such plans known to be in operation at the
present time does not exceed 60.!

The table following presents a complete list of establishments hav-
ing profit-sharing plans in operation, giving location, nature of indus-
try or business, and years of establishment of the plans.

f My, Ansurin Williams, honorary ssarstary of the Labor Copartnarship Association of Great Britain, n
his volumms sntitled *Copartharship and Profid Sharing,” 1913, Heary Holt & Co., New York, Ch. VII,
P- 148, gives a3 tbw reason for the slow progress of profis shariog tn the United States the Iuct that "the
material developmant of the country bas besa to0 rapid, the inorease in the produstiom of weaith too
great, and the openings for men of ability , ¢van without capital, too tampting, jor many of the mast active
mh‘ommm' thegnaelves much with the inprovesmnts in indoatriel relations, and the system of
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ESTABLISHMENTS WITH PROFIT-BHARING PLANS IN OPERATION IN 1916,

Year
lan
Nams of firm. City and State, Industry or buatness. ]:'t:’b-
[
lished,
Ameriean Light & 'l‘mcuon Co.| New York, N. Y. .| Publie utﬂity. Mvererrresres e rraraanns 1800
Amerimn Manufacturing Con- | Falconer, N. ¥Y........ Hg}ml’mturuégs wood novelties, letter | 1915
es, toys
Bnkarl[mu{acmringcu.-....-. Evanaville, Wis...... . H?Mr 2 windmilis and gaso- | 1800
engines.
Ballard & Ballard Co........... Toulsville, Kv...... - mmutncturlzs—?lour milling., ..... ...l 1888
'.Bnllinger & Parrot.-...... Philadelphia, Ps...... Architects ai contractors,..] 1911
Bartley, R.A._ . _..cveuacs Toledo, Ohlo..........| Mercanbile....ccevv vvererrnnnea.
Me..enevaanad]onn.. go. reeomen .
Boston, Mass. - o] BabUCGLRIY - ormoereeimr s
Fall umr, Mass. Manufactaring cotton cloth,. .
Bridgeport, Conn Manulacturing—Lumber mill.
Corolina Savings Bank. . gﬁnwm'b B BWW """
uro B Sav arleston, ANKINE . v avarsnmrevaesrorevarnnannn
Cha| mgs & Grain Co... Bay City, iﬂnh....... ﬁ-lumma‘;mg—mm willers, grain
ers,
Clavelnnd Twlst & Drill Co..... Cleveland, Ohlo. ...... Mannfactoring drills,ete..............
Davis do MoTeantile . . . orevecievrriiivaininases
East.mnn Kodnk Connnnne Manufacturing
ances and supp
Edison Eiectric Illuminating Poblic UtHiby ecuevevemrrormsnennnnan.
Elliman, D. L. Real estate brokms..
Empire‘r do.... Banking.....

Title Guamnm & Trugt Co

aﬁ' Co.,Ino,

UnionSavings Bank & Trustco
Unitsd Electric & Water Co.. ..
Essansa;

Viugraph-Lubin-Selig- ¥

Guardinn Banking....-a.----
Harris Trust & Bavings Bank..| Chicago, fil....c....]..... [ [ P
Hathawa; Wholesa!a baldng
Heebner & Hons........ o, Is...... nrmansrlwlmnlmhhﬂ!-
Hollenherg Music Co Littls Rock, Ark. . tile . .
Ivey,J.B & Co Chaorlotte, N.C...
Krau t« . Yaungstown.
Kutstown Fcnndry & Machine | Kutztown, Pa....
Lever Bros. (Ltd.)1............ Cambrid saben
Liberty ‘l‘rust ﬁaass.........
strennevll cnuee
Sotith Bend, nd..”""] M
‘Wilkes-Barre, Pa.... ] il.s ST
. Minneapolis Co........ Minneapolls, Mion . . ufacturing beds snd bedding. ...
Neasonpfw g:ddmguammcturm; Bt. Louls, Mo......... Man piumbers’ and steam
Co. fitters’ supplies.
New Haven Gas Light Co...... Nuw anm,Conn.._. Publle utibity .- ...oonan PP
Newport Daﬂ; News .......... .... wera
Noves, Chasg casvareesna N gork Yoieaus
Poarks, . M e emensnaannn Fll;chburg, Hnss...... contracto
Patton Paint Co. ..o.... suveree] Milwankee, Wis_....._
Peninsular Paper Co..... anoan flanti, Mieh 220000
Plymouth Lo TR lps nuth Mans......
Record Atto Supply & Service C
Bears, Roebnck&Co..... ,
Simmons, R F.,Co.... ..} Attleboro
Bimplex Wire & Cable Co...... B
Spenter Wire Co........c...... ‘Worcaster,
Btamhaugh-Thomson Co.......| ¥ mmgswwn Ohio. ...
Btevens, Bamuel................ Calumbus, Ohlo. . vesfo. .- B0 eeneeeesrnrneresiorens
Btern, Dernard & Bon, ..... Milw: aukeo,w

Ilanufncmrlng cotton cloth,
KIDE . o cvresrmrmsavarasnnansn

pictore Aims,
PAKIS. . oveerismsmrnenritsrasssaans P

1 This is the American branch of WMM),mmwaMhl

partolmpmm-lhwh:gplmnl
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The number of establishments that share some proportion of their
profits with & few of their more important employees (limited profit
sharing) greatly exceeds the number of establishments sharing profite
with a considerable proportion of their employees (profit sharing).
On account of the relatively small proportion of the employees
affacted by the limited profit-sharing plans, as shown on page 63 of
this report, it was not deemed advisable to endeavor to compile &
complete list of such establishments. The number of bonus plans
popularly known 'as profit sharing} particularly those involving atock
subscriptions or the payment of percentage bonuses on earnings,
based upon the length of service, is large. In view of the fact, how-
ever, that such plans do not represent profit sharing, properly speak-
ing, it was thought best to limit the discussion of them to an inten-
sive study of a few selected representative groups of such plans.

PROFIT-SHARING PLANS.
DESCRIPTIVE AND STATISTICAL SUMMARY.

This section of the report deals with profit-sharing plans in the
strict sense of the word as defined in the introductory part of this
report. The nature of the plans here described and analyzed approxi-
mates very nearly the definition of profit sharing formulated by the
Intornational Cooperative Congress referred to in the footnote on
page 8. |

In the formal announcements made regarding the establishment of
most of the plans included in this class, specific reference is usually to
be found to the fact that the arrangement is voluntary on the part of
the employer, that the management in the application of the profit-
sharing principle still reserves'to itself the absolute right to discharge
or lay off, as well as to disqualify undeserving employees from further -
participation in the benefits of the plan. In one instance only, by
reason of the contractual nature of the plan, may employees legally
claim shares in the profits on the basis of the conditions specified in
the agreement signed. '

The matter of the employesa’ right to participate in the divisible
profits is somewhat more elaborately specified under plans in which
individual shares are paid in stock and where therefore the principle
of labor copartnership becomes incidental to the operation of the
plan. Under such plans, more than under any of the others, the
rights of the participating employees are carefully formulated in
writing and published for the guidance of both parties.
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THE DETERMINATION OF THE PROFIT-SHARING FUND.

In about three-fourths of the plans the amount evailable for
distribution depends upon and varies with the net profits of the
business. By net profits, in a great majority of instances, is
meant the residuum of profits arter all so-called legitimate ex-
penses, including depreciation and what is assumed to be a mod-
erate return on capital, have been paid, the theory being that interest
on cepital is a charge similar in nature to wages to be met out of the
gross receipts. In general two distinct methods are followed in
determining the amount of divisible profits under the profit-sharing
plans herein discussed. Briefly, these methods are as follows:

(1) Specific proportion of the net profits or of the amount paid out
in dividends lo stockholders.—The specific proportion of net profits
that becomes available for distribution varies greatly with the differ-
ent plans, Its range of variation is from 2 per cent (the lowest) to
100 per cent (the highest), as is the case in the plan described in
detail on pages 37 to 44 of thisreport. As in many instances the spe-
cific proportion of profits to be distributed is not made publie, it is
rather difficult to state exactly the average proportion of profits that
becomes available for distribution under most of the plans. It can
be stated, however, with a fair degree of accuracy that within the
range of varistion just mentioned, the average for all of the plans
stndied would be about 10 per cent. In plans under which the
‘divisible amount-is dependent upon the amount paid out in divi-
dends to the stockholders the range of variation is from one-tenth to
one-third.

In one instance all of the net profit of the business over and above
what is assumed to be a fair rate of return on the capital invested is
distributed among the employees eligible to participation and the
firm on the basis of total earnings of employees on the one hand and
total interest on the capital invested on the other. In anotherinstance
(one of the oldest plans) capital receives what is presumed to be a
fair return on the investment, the surplus of profit over and above
this return reverting to & general surplus fund out of which, in
amounts determined at the end of each year by the management,
the divisible profits are drawn for distribution in equsl proportions
arhong the participating employees and consumers, the former shar-
ing upon the basis of their earnings and the latter according to the
gross profits on their purchases.!

(2) Rate of dwidend on earnings of employees equal in whole or in
part to the rate of dividend paid on eapital—In the majority of plans
of this kind the rate of dividend paid on the earnings of employees
varies from one-half to three-fourths of the rate of dividend paid to -
the stockholders.,

1 A detailed deseription of the workings of this pian will be foand on pp. 45 to B,
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The principal distinction between the different methods for the
determination of the divisible fund above described is as follows:
While in plans under which the divisible fund is dependent upon
the net profits of the enterprise, the presenca of profite at the end
of the business period necessarily involves & distribution to the pare
ticipating employees, such a distribution may not always take place
under plans wherein the divisible fund depends upon dividends de-
clared. For, even with the presence of large profits, the management
may deem it more desirable to utilize them for purposes other than
the payment of dividends, namely, to extend or enlarge the sphere
of its business, in improving its physical properties, or, as it often
bappens, in ereating surplus or emergency funds.

METHOD OF APPORTIONING DIVISIBLE PROFITS BETWEEN CAPITAL AND LABOR.

Generally speaking, the method of apportioning the divisible profits
between oapital and labor ia determined at the outset by the em-
ployer, who in most instances announces that & certain fixed per-
centage of the profits, detarmined in & specifiad manner, will be
distributed at the end of the business year among employees eligible
to participate.

Very often, however, plans merely state that the divisible profits
will be distributed between capital and labor in proportion as the
total pay roll is to the total capital invested, it being assumed that
these two factors—total capital invested and total wages—are similar
in nature, inasmuch as the former messures the interest that capital
has and the latter the interest of labor in the undertaking. Aside
from the fact that theoretically these two factora are not at all gimi-
lar—interest on capital corresponding more nearly, if at all, to wages—
the above-mentioned method of distribution usually results in a dis-
tribution of the profit-sharing fund in the ratio of about 8 to 1, to
capital and labor, respectively. For this reason the benefits accruing
to employees, even under the most liberal profit-sharing plans, are
not very large.

As opposed to the above-described basis of distribution of profita
is the underlying principle guiding the distribution of profits under
plan No. 5, desoribed in detail on pages 37 to 44. Itis the opinion of
the management of the establishment in-which this plan is in
operation, that the factor in production that most nearly re-
sembles wages is not the total capital but the interest on the
same. “The employer,” states the general manager of this firm,
“invests his capital and labor its energy. The first geta his re-
turn in the shape of interest on the investment—the legitimate per
oent of profit, in our case 8—the second gets his return in the form
of daily or monthly wages. These two factors—interest on capital and
wages—must be paid out of the grossreceipts of the undertaking. The
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remainder of the gross profits after allowing all the other legitimate
expenses constitutes the net earnings of the business, created jointly
by capital and labor, to be distributed in proportion to the relative
interest in the business of each of the two partners, namely, amount
of interest on capital and wages.”

The following example based upon actual facts relating to the
capital invested, wages, interest, etc., of this company will illustrate
the difference in the results obtained under the two methods dis-
cussed, namely, the distribution of the divisible profite according to
(a) the ratio of total capital to wages (method 1) and (b) the ratio of
interest on capital to wages (method 2).

Assuming that the total.capital invested in the undertaking during
a specific year is $500,000, that it is understood that the fair interest
" on the same iz 6 per cent, that the amount paid out in wages is
$100,000, and that the amount of available divisible profite is $120,000,
let us distribute the latter amount among the two factors—capital
and labor—on the two bases indicated above and termed method 1

and method 2.
Method 1.—Basis: Ratio of total capital to wages.

Share of capital equals, under this method:
120,000 X 500,000 -
500,000+ 100,000~ $100,000.

Share (;i labor then would be equal to:
120,000 X 100,000 _
500,000+ 100,000 ~ $20,000-

Method 2.—Basis: Ratio of interest on capital to wages.

As, at 6 per cent, interest on capital will amount to $30,000, the
equations will be as follows:
Share of capital equals, under this method:
120,000 X 30,000
100,000+ 30,000 — 327,692

Share of labor then would equal:
120,000 x 100,000
100,000 + 30,000 — 392,308

The dlﬁerence in the fwo methods explains the unusually high
profit-sharing dividends on wages paid under the profit-sharing plan
described in detail on pages 37 to 44.

CONDITIONS OF ELIGIBILITY.

' In only one of the profit-sharing plans studied areall employees with-
‘out exception allowed to participate in the distributed profits. Inone
caso also the benefitsa of the plan are confined to employees signi-
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fying their intention to participate proportionately in the possible
losses of the business. In nine-tenths of the plans, however, the
main condition of eligibility for participation is the permanency of
affitiation with the employing company, as shown by a specific length
of continuous service. This minimum of eontinuous service varies
from three months to three years, the length of time required in
more than one-half of all the plans being one year or less. Thus all
the plans, with one exception, exclude from participation the so~called
shifting part of their working organization, confining the benefits to
their more or less permanent employees.

In about one-exght.h of the plans in operation employees to partici-
pate must file a written application especm]ly provided for that pur-
pose. The nature of such applications, in most instances, is simply
a perfunctory statement signed by the employee to the effect that
he promises to do faithful work and beloyal to the company. Inone
instance employees contraotually o‘bligate themselves to share in the
posaible losses of the year’s business in proportion to their earnings,
but not to exceed 10 per cent. Under the latter plan 10 per cent of
the weekly earnings of each of the participating employees is retained
by the company until the end of the distribution period, when the
amounts thus retained are returned to the employees together with
their share of profits for the year.

BABIS FOR COMPUTING INDIVIDUAL SHARRS.

In the great majority of the plans studied the basis for computing
individual shares is relatively simple; namely, the amount of earn-
ings of the participants. The individual shares in such instances are
determined by dividing the employees’ part in the divisible fund
by the aggregate of wages of the participants in order to obtain
what is usually called the profit-sharing dividend, and then multi-
plying this dividend by the respective earnings of each of the par-
ticipants. In all of the plans the rules and regulations governing
the distribution of the profits are relatively simple, the employees
thus being enabled to know in advance the conditiona of eligibility
for participation, the basis upon which individual shares will be
determined, and the circumstances under which siiares in the profits
. may be forfeited.

CONDITIONS OF FORFEITURR.

In all of the plans exoept one, discharge and leaving employment
act sutomatically a3 causes for forfeiting the share of profits for the
ourrent year. The one plan provides specifically that only a dis-
charge for cause results in forfeiture; other discharges, being more
in the nature of permanent lay offs on ascount of lack of work, do
not deprive employees of their proportionate share of the profits.
Some of the plans under which shares of profits are paid in stock or in
the form of savings accounts penalize those leaving employment more
severaly than those who are discharged, it being specified in thees
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few instances that employees leaving forfeit some part of the share
of the profits of the previous year—ususally from one-fifth to one~
third—in addition to the share of the current year’s profit.

The provision that death shall be a cause of forfeiture occurs only
in about one-half of the plans; in the other plans it is specified that
the pro rata share of the deceased employee shall be paid to his family

or dependents.
: DISPOSITION OF FORFEITURES.

In profit-sharing plans under which the shares of profits constitute
- some proportion of the dividends paid on capital the amounts of for-
feited shares are usually retained by the employer. In other plans
the amounts forfeited do not revert to the employer, but are appor-
tioned among the participating employees. The reason for the
difference in-the disposition of forfeitures under the two groups of
plans is explained by the fact that under the former plans the total
amount to be distributed varies with the aggregate earnings of the
participants, while under the latter the amount to be distributed is a
definite proportion of the profits, which is fixed in advance.
SHARES OF EMPLOYEES LAID OFF OR SICE.

The majority of plans in operation specifically provide that em-
ployees temporarily laid off by the management, but otherwise
eligible and ready to return to work upon call, be not barred from
_ participation. Their shares in such instances are based om their

actual earnings. In one-third of the plans, it appears, cases of lay
off .are treated ““each upon its own merits.”

The same treatment as that of employees laid off is accorded to
those taken sick, provided the sickness does not extend “over an
unreasonably long period’’—usually not over six months. Under one
plan only is it specifically stated that sickness of an employee carries
with it a forfeiture of his share of the profits. In this instance, how-
ever, the company maintaine a special fund for the benefit of its sick

- employees. ,
FORM OF PAYMENT.

The forms of payment of individual shares of profits under 42 of the
plans examined were found to be as follows:

Under 32, or over three-fourths of those reporting, the shares in
profits were paid fully in cash., Five reported as paying in “part
stock or savings account er common fund and part cash.” Of these
the following proportions were paid in cash: One, 99 per cent; one, 90
per cent; one, 85 per cent; one, 80 per cent; and one, 10 per cent.
Under two plans the shares of profits were credited to a common fund,
which was utilized to create a pension reserve which was to be made
up in equal parts of the shares of profits and contributions by the
employees. In two cases the profits were found to be credited to
savings accounts, and in one ease the payment was all in stock,



PROFIT SHARING IN THE UNITED BTATES, 17

In plens under which the larger proportion of the individual
shares are paid in stock numerous provisions exist to prevent em-
ployees from disposing of their profit-sharing stock in a hasty or
improvident manner, it being the idea of the employers that a
profit-sharing plan can not sucoessfully be operated unless the par-
ticipants retain a pecuniary interest in the business. In two of the
plans employees are epecifically enjoined from disposing of their
stock beoeuse the management looks upon the scheme as & means for
creating for the benefit of the employees an annuity to provide
against old age and general disability.

YEARS IN WHICH THE PLANA WERE BESTABLISHED,

In the following table the profit-sharing plans in operation in the
United States are classified by year of establishment:

TasLe 1.-~YEARS IN WHICH PROFITSHARING PLANS WERE ESTABLISHED.

Number Number Number

Year. of plana. Yuar. of plans. Year, of plans,

b L ] bR B L) b T, 4

[ Rt 1 1R 198 ciccreicnnanenanan )

IR Ly iennncansrnians 1 LI B3 L VO 7

IRB7 ieiiennancnannns 1 b I 1 1 1. 11

B 2 4] 1018..ccccnnanennnnnnne 4
JO0 e inessrnnnranyann 1 3

b 11 4 4 Total......-.... [ 1]

From the above table it may be seen that the profit-sharing plans
in operation in the United States at the present time are of compar-
atively recent origin, only seven of them, or about one-ninth, having
been established prior to 1900. Twenty-nine, or almost one-half, have
been established since 1911, Slightly under one-third of the plans
have been in operation 10 years or longer. Over two-thirds of them
have been in operation less than 10 years. Of the latter group, 21, or
more than one-third of all, were put into effect in 1914, 1915, and 1916.

LOCATION OF PROFIT-SHARING lsnnm

The geographical location of the establishments having profit-.
sharing plans in operation at the present time may be seen from the
following table:

Tantx 8.—LOCATION OF PROFIT-SHARING ESTABLISHMENTS.

ctale tab- b
- faten Stata. Yot State *
ety meals mants.

]
!

:
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The interesting feature of the above-presented geographical distri-
bution of the profit-sharing establishments is the fact that over six-
tenths of all these establishments are located in three States~—Massa~
chusetts, New York, and Ohio—and that more than half of them
are in t.he North Atlantic States.

INDUSTRY OR BUSINESS OF PROFIT-SHARING ESTABLISHMENTS.

The nature of the industry or business in which establishmenta
having profit-sharing plans in operation are engaged is shown in the
table presented below:

TanLE 8 —INDUSTRY OR BUSINESS OF ESTABLISHMENTB HAVING PROFIT-SHARING

PLANS,
Number - . Number
Industry or business, of estab- Industry or buatness. of eetab-
ments. ments.

...................

2 Total....oo oo eeeeevieeaas [ ]

The above table shows that the largest single group of profit-shar-
ing plans, 25, or 45 per cent of all, were in operation in establishments
engaged in manufacturing, 12, or 21 per cent, in mercantile institu-
tions, 8, or 14 per cent, in banking houses, and 4, or 7 Jper cent, in
organizations engaged in public service.

SIZE OF PROFIT-SHARING ESTABLISHMENTS.

The size of 38 profit-sharing establishments; as mdlcated by the
average numbers employed during & representative distribution
period, is shown in the following table:

Tasis 4.—NUMBER AND PER CENT OF PROFIT-SHARING ESTABLISHMENTS HAVING
EACH CLASBSBIFIED NUMBER OF EMFLOYEES,

- Establishments.
Classifisd number of employees.

Number. | Per cent.

Under100.......cccvvvuavcivrensmaraane-s 12 M3
100 ang under 300.. . " 3.3
300 and nnder 500, ...ceeeeer-verrrocrmissas 1 2.8
500 and under 1000, .......c..rroenmranrad 13.2
a0d UnAer3,000....cceeemenrresenns 4 10.5
B,M;ndnndum,mo .................... 1 2.0
Total.......cociniomeaunscnnsscasanns ] 300.0
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Of the 38 establishments having profit-sharing plans in operation
71 per cent employed less than 300 people. The proportion of them
that had 1,000 employees or more wes very small—13.1 per cent.

EXTENT OF PARTICIPATION.

Of the 37 establishments reporting the proportlon of the total
employed who participated in the distributed profits 19, or 51.4 per
ocent, reported 80 per cent and over participating, 13, or 35.1 per
cent, reported 60 and under 80 per cent perticipating; 4, or 10.8 per
cent, 40 and under 60 per cent; and only 1 reported 20 a.nd under 40
per cent of all the employees shn.rmg in the profits.

BENEFITS ACCRUING TO EMPLOYEES.

The benefits accruing to the participating employees as a result of
the operation of the profit-sharing plans during one representative
distribution period, in terms of a percentage of the regular earnings of
participants, are shown in the following table: _

Tanis 8.—PER CENT OF MBNINGB PAID A8 DIVIDENDS IN 34 PROFITSHARING

ESTABLISHMENTS,
Clamlfied t of enraings pakd & 5“‘6‘: Clamified . t of sartiings paid P
oany " oa [ a8 | of estab
wdlvldnnds. lish. wdlvld-ndn. lish-
ments.

Under L 0andnnderd.......coevmemncnnnnnanns 1
2 and Bl Wandunderdl.......coviiinrisnniasea 3
4 and L Wandunderdl, . ...convmiiniiiinnnennn 1
Sand 7 |} 50 axd over. .. 1
Sand [}

10 and undaer 18 8 b - T M
B wod 1

- Under almost one-third of the plens the profit-sharing dividend on

the regular earnings of the participants was less than 6 per cent.
Slightly over one-third of the establishments paid dividends varying
from 6 to 10 per cent. The remaining third of the establishments
paid dividends of 10 per cent or more. Of the latter, 5 estahlish-
ments paid profit-sharing dividends of 20 per cent or more.

COST OF PLANS TO EMPLOTYERS.

In view of the fact that in the great majority of the establishments
not all of the employees were eligible for participation, the cost of
the plans to the employers, in per cent of the total labor pay rolis
was considerably smaller than the relative benefits accruing to their
employees as shown above. The table following shows the cost of
the profit-sharing plans to the employers for one representative dis-
tribution period.
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Tasrx 8.—COST OF PROFIT-SHARING PLANE TO 34 EMPLOYERS, IN PER CENT OF
TOTAL PAY ROLLS.

Number Number

Classified per cent of pey rollspaid as | mgl:; | Claasified per cent of pey rolls pald e | aciab
1 10and under16...cccevcvmevenrcrnnernns 1

d15andunder . . ...ceeviiirniriiannn. 1

g 2080d OVOT. o ccecrvecnrrnrennrncnsnnans |

i: b 0 DU 8

The cost in more than one-half of all the establishments was less
than 6 per cent of their respective annual pay rolls. In 7 of the
establishments, or 20.6 per cent, the plans necessitated an additional
expense of from 6 to 8 per cent of the total pay rolls. The proportion
of plans in which the additional expense attributable to the operation
of the profit-sharing plans amounted to 20 per cent or more was

14.7 per cent.
- OCCUPATIONS OF PARTICIPATING EMPLOYEES.

The following table shows the occupations or types of employment
of the participating employees of 34 establishments at the end of one

distribution period:

TaBLE 7.—~NUMBER AND PER CENT OF PARTICIPATING EMPLOYEES IN EACH OCCUPA-

TION GROUP,
Farticipating
employees,
Occupation group
Number.| Par cent.
Executive........... 1,326 2.5
Clerical . .o cruouenuus. 783 5.6
Bales.....cocvecmurenan 1.9
All others.......covu- i1, 558 . ]
Total.......... 13,98 100.0

The table shows that 82.9 per.cent of all the beneficiaries belonged
to the classification of ‘‘all others,” that is, were engaged in occupa-~
tions other than executive, clerical, or sales. Only 9.5 per cent of
the participants were holding executive positions,

DETAILED TABLES.

The two tables which follow show in detail, for each establishment,
the principal part of the data shown in summary form in the tables
preceding
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Tante 8.—NUMBER OF EMPLOYEES, PROPORTION PARTICIPATING IN PROFITS,
DIVIDENDB TO EMPLOYEES, AND COST OF PROFIT-SHARING PLANS T0 EMPLOY-

ERBS, IN 88 EETABLIBHMENTS HAVING PROFIT-BHARING PLANS,

Emﬁloym .
parmnl at= Pnyrollotu]'nb . Dividends to em-
= Ao i o -
- Dividend  [mumy Total
ment period endlng— iy pay roll Pear Per | Per
Ra. P07 o] ot o o o;r;tut
oo, | bar t,oo;!.[ Amount. { 5., | Amount. |, & rollyul'
. P
= R et
1} Deo. 81,1004, .........|9,575 [3,965 | 8.0 { §1,550,000 | 81,250,000 | s0.6 | 909,000 64| 7.0
2| Doo. 21,1010, os| s6|88e 0,165 v 8,857 | 4.3
Dec. 31,10)1.. g7| eo|ee 50,747 1 1 100 5.3
oc. 31, 1913, 1w0) o600 84,478 1 W] gme| «5] @
Deo 31, 1018..........] o8| o4] 653 48477 SN ( 2,304 [ 8.5
1eo. 81, 1014, ......... 90| 64687 , 832 1 1 L4 3.6
Doo, 81,1918, . a...o..| 88| 68]20.9 0, 539 J $,400| 40
B2, 10Meec.en..... m| 1oeos) mnooe0| 17o00{ssst son{ 10| 23
Ian. 1, 1916........ ] 1| 0| 9e.3]| 3%0,000| 285,000 { 804 08| 1.7| 21
4| Deo. 31, 1508..........[ 100 100 100.0 3,55 63,538 00,0 | 6,698 {180{ i50
8} Feb. 1L, I016.......... wl n|ske M ®M 1m 1,006 | (1) o
6| Mar. 31, 1004..........| 34| 27| W8 33,028 20,080 | %.1 1,704 | 53] o8
¥ | June 30, 01L.....c.f (1 t », 02 18,300 | 41.4 8| 31 a0
June %0, 1013 23, 68 20,5668 | 63.9 L34/ 38] o0
June %0, 1013 38, 203 By 1] 48| »e
Juno 30, 1914 L M, 57 Be15]81.7| 3208} a6| ge
Juns 30, 1018 6, 51 97,960 | 0.1 33| 48| &0
| ] ] ¥ 1 30
S.‘; " mmﬁ)o g,)m Qo 60
153 118,866 115,508 oo 0| 6ok 60 a0
173 135,028 | 135,635 j100.0| 10,80( 80| &
. 180 15,5501 145,850 looo| 1,08 20| 8o
Wt vt 1B I 152,301 152,350 loo.0f 12180 80| &oO
10I8.. .. ...l avennaf 168 108 13,962 | 1x,003 poo.o| o657 | &0| =m0
0| Deo. 81, 1018...........] 113| 18 130, 530 118,482 | oL & Lzl .9 1.9
30 | 10980100k, ........ ... ) 40
v g.u Q,m )m 1 150
SEEN 78, 158 w7 ¢ no
0 0 63, 108 0, 432 no
3% 309, 00 &1,90| 00
R Rt Rl h) R
50 353, 360 §m 100
JEE 23,075 98| 158
1 . 570 », 957 16.0
| s =, 60 |ee8| O 0.0
1] Desat, iid.......] S0 | e ‘ss0,3m oy |ses) wwst Y] =e
Deo, 35, 1013, . oeue) &S w7 3540 ™| N0 RD 18,144 1 51 |.X ]
Do 31, 1004, . cccona.] 438 328 niwm] Dies{m3| wms| s8] ge
Deo 3L, 108 ..o.oo. | 00| 2061800 3R, 008 M8, [eas]| Invoai &3] &e
13 | Deen w| niny wam nwm| wyr s | 4| 52
Deo. a| uliar ] m,00 | 8y o3| 341 3
Den. “l sims m.4 16,70 [ 854 ™l arl as
Doo. «| w|no .08 7,152 { a8y Lim| 57] &8
Dec. Hl Hlao 0N T8 M, 62 | %0.5 Lms| 50 &2
Do 31, RPRR B B R Y N, we w8 ! ee ot 48] K%
Do SE 100, ocoanep S0 ] 44| 883 017 W | a4 LI1B3: 56| a2
Deo. 31, 1910 .........] 2| | R} 2, qo0 wnuasleads] 1] 62| 11
Deo. 35, 1011 . 5] )81 .00 wmwing Lan| 65| w7
o TR T M| a]so . 1o D000 Lyl 52| ee
Deo. 31, 1813, . ) 4T {8y M, 0 0,002 { 8585 Lew| L8 &7
Dwo. 31, 104. . H| ajay nm T N Lsz]| «3) &
BRlagwuwus....w! 5l nheel aml osmbes] smivr ar
1 Nok seported. § No distribotion made for 204,
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TasLk 8.—NUMBER OF EMPLOYEES, PROPORTION PARTICIPATING IN PROFITS,
DIVIDENDS TQO EMPLOYEES, AND COST OF PROFIT-SHARING PLANS TO EMPLOY-
ERS, IN 28 ESTABLISHMENTS HAVING PROFIT-SHARING PLANB—Contlnued.

Employoes - )
parl:icl&ab- Pay roll of par- Dividends to em-
ing ticipants. ployees.
Es- Aver.  proflts,
fab- e
lish- Dividend ber of Total
ment period ending— am- pay roll. Per Per | Per
No. ploy-py Pm; _ oufﬂ. Amount. ca:r:t cent of
um- ¢en (1) onne.§| o 1y
068, [per, | of Amount. | ¢n4q) roll of
total, o p‘;{ rtict-
[{ r pants.
14 s6| a4jors $23,545 | (1) | 814,108 :; 60.3
65| 45]81.8 30,337 | () 26,088 | (1 $2.7
8 | 55844 , 365 23,120 | 70| 26,413 |B3e} 73.8
00| 53163.0] 56,341 30,601 | 55.3 | 20,126 { 54.4 | 98.4
70| b51]64.8 43,067 24,442 | 55.6 | 16,885 [ 38.4 | €0.1
00| 64|71 44,078 36,056 | 70.5 9,981 | 22.6 | 28.5
06| 64667 50,869 32,021 | 63.3| 29,176 | 57.7| oL.1
120| 64533 75,685 ap 854 {528 47,800 | 63.2| 120.0
12| T2}50.7 a0, 408 42,661 [ 53.1 | 42,660 | 63.1 | 100.0
18} 07]70.3 72,617 40,552 1 68.2 | 38,652 | 63.2| 7B.0
153 08]64.1 101, 944 60,989 | 50.8| 60,988 | 50.8 | 100.0
161 | 108 | 65.8 110,300 63,780 | 57.8 | 63,781 [ 67.8] 100.0
154 | 124 | 80.5 107, 036 74,610 | e0.1 | 35,007 [32.5]| 470
Dec.3l, 102 ..o.....] 18| 118|770 104131 70,206 | 73.a| 57221 |ss.o| 5.0
Dec. 31,1013 . ........] 154 | 117 | 7.0 115, 848 s,250 | 700 ] 6,875 |40.1| 700
Dec. 31, 10M. . ... ...] 161] L3 | 70.2 124,118 74,152 | 50.7 | 68,736 | 53.8 | 90.0
15 | June 20, 1905 ... | 182 114 | 62.8 141,000 94,300 | 86.9 4,20 3.4 5.1
Jume 30, 1006 .. . 190 19{e62.6 , 000 104,800 | 60.9 5197 | 8.8 5.0
June 30, 1907, q M2} 118 | 67.4 151, 000 106, 000 | 60.5 1,06 .7 1.0
June 30, 1908.......... no| 133 | &3 162, 000 114,600 | 70.7 4,534 | 2.8 4.0
June 30, 1909, _.oeu.. .. 215 | 145 | 67.4 163, 000 116,500 | 71.5 5,357 | 8.3 4.6
June 30, 1910. -........ 00| 134 | 67.0 165, 000 120,500 | 72.6 41| 2.5 3.5
June30, 1011, .auaav... 201 | 131 |65.2 165,000 121,500 | 73.6|- 2,715| 1.6 2.3
June 30, 1N2........... e | 142602 175,000 724,900 | 71.4 | 10,487 | 6.0 8.4
Jume 30, 1613, ......... 240 | 140 | 58.3 190, 000 139,900 | 73.6 6,682 4.5 4.8
June 3o, 1014.....0..0 | 245 147 | @00 ‘000 | 150,500 { 73.4 | 10j281 ] 50| 0.8
June 30, 1015..........] 256 | 178 | 60.8 225,000 158,700 | 00.6 | 13,081 | 6.1 8.7
16| Dec. 51,1014, ......... 3] |1 2,87 0,873 | 75.4 2,506 47 o.:
17| Dec. 21,2014, .........| 18| 16889 9,954 8,704 | 87.4 75| 68 7.8
18 401 | 68.8 281,317 234,036 | 53.51 233,083 17| 140
O 267 | 68.5 127,548 86,000 | 68,1 2,000 1.6 24
222 | 089 128,951 80,5664 | 625 2,561 20 33
24 | 7.6 150, 058 103,307 | 68.9 34M5] 2.3 3.3
a7 | 67.4 201,049 130,181 | 64.8 2,150 L& 2.4
4w | 81.0 8,7 | 372,162 | 6L.9 5481 20 3.2
450 | -3 250, 368 176,206 | 67.6| 4,000 1.5 13
250 | 41.2 90,878 42,065 | 421 1,407 | Ld a3
uzln? 186, 432 133,715 | 71.2 526| 2.8 40
473 | 71.8 269, 970 196,060 | 2.6 7.82| 29 4.0
831 | 78.7 1,022 214,656 | 78.1 4,878 | 1.7 23
551 | 7.8 | = 288,554 215,465 | 752 593 | 21 28
a7l el Tawe| ezl Tho| 28| 25
s@f70| owassa| wvza|mz| S0 Le| 25
545 | 76.0 270,027 218,900 | 78.2 8531 231 &0
May 31,1913, .........| 706| bis | 77.4 34,2401 246,497 | .4 6,%5{ 23 27
June 8, 1914...... peees| TI5| Bio | 824 312, 400 266,778 | 854 so8i{ 28] 23
Juns &, 1016..ecase---.] TI6]| 624 | 87.2 206, 3 771 | 87.6 87| 29| 33
20 | Deo. 31,1915, ... ----. | »|sns 8,147 o, m | s 1,0} 36 &0
71 | Oct. 1, 1015............ m| 2@l 0,00 u8000fse2| 7000] 28] 47
92 | Dec. 28, 1914. ......... 13| sojoas &9 48,075 | 747 1,175| L9 25
-3 960 1m,en 2,881 16
1 w0 140,155 3,000 2.6
"y 1y | 96.0 3 N 3,000 7
1 95.0 148,577 #,am 0 &1
1y | 96.0 3 04 Y]
1y | g5 0 75, 133 £ 284 35
1y | 5.0 156,78 | ( gam| ¢ 40
1) 1eso0 h 175,808 | 70| {1 &0

8 No distributions mads between Dec. 10, 1904, and June

, 1908,
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Tivia 8,—NUMBER OF EMPLOYEES, PROPORTION PARTICIPATING MW PROFITS,
DIVIDENDE TG EMPLOYEES, AND COBT OF PROFIT-SBHARING PLANS 70 EMPLOY-
ERS, IN 38 ESTABLISHMENTS HAVING PROFIT-SBHARING PLANS—Continued.

Employecs ’
pw&?&n&- roll af“-pub '.I)Mdgndn t0 em-
ook,
Aver- profits. pan ploy
.1 [ ]
tab- Dividend ’llnmo-t Total
Iish- anding— a; pay roll Per Per | Par
+ ploy- 'Num ol::ft. e:(pt Amount.| of ot
h " 1)
No % |"bar. | of Amount. | 4000 total ""’“.'21
fal. Tl [ants.
38| Dec. 31,1000, .occ.eer 3] 2wl 08.0] s131m) s71,30 [ on0f sass] wo] 4o
Diec. 81, 1911, | 953] 344|068 177,748 176,821 | 00.9 7,058 | &0 40
Dao, 31, 1913 W] 30| a8 171,889 170,285 | 989.1 4,Bll | 40 40
Deo. N, 1013, . 3| 751 97.2 181,113 180,216 | 90.5 9,011} &0 &80
Deo. 31, 1014, . | W) 373 (onB1 1e0,452] 1M,33)00.8] 47| 80| 3o
9 | Doo 81, 00M,.........] 158 59 1929 R, 304 27,20 | 1.9 3,107 | 4.8 1.4
Dea. 81, 1003, . . 189 a0 82,718 3R, 031 | 48.0 587 ] 8.9 14.9
Do, 31, 1003, | ns njsis 108, 45 39,638 ] 38.3 4,000 | 4.7 123
Doo. 31, 1004, . | T IM4 101,578 40,730 | 40.1 03[ 8.0 7.4
Deo. 31, 1905, W] 101 | %.1 133,37 57,606 | 43.2 7,561 55 12.7
Deo. 31, 1008 371} 118 ] 81.3% ' 05,505 | 40.4 12,287 | 7.5 18.8
Den, 31, 1007 3 o |381.3] 57,030 | 41.3 10,408 | 1.5 18.2
Doo, 31, 18 | 116 | 323 115,320 84,223 ( 58.7 8,74 5.4 28
Do, 31, 1009, 1| 139 | 40.8 152,791 TRO0\8 ] 511 7,400 1 4.B 2.5
Deo. 31, 1910. B 139] 327 1908, 81,350 | 41.1 8,851 | 4.3.] 108
Deo. 31, 1911, J 387 152} 30.3 182,018 BR, 477 1 48.8 83| 4.5 0.3
Deo. 31, 1013, (.oo..,..] 438 ] 188384 18, 301 06,45 [ 40.2) 10992) 5.0] n4
Dec., 31, 1913, . oioaee. ) BT | 184 | 82.5 300, 348 137,730 | 4.8 15,688 | 4.0 13.4
Dec. 3L, 1014, .........] w56]| 226 | 0.3 MmN 164,300 | 62. 4 16,743 | o4 0.3
] w o]99 7,07 T, M43 1008 5571 7.8 7-8
100 | 97.0 BR, 483 85,308 | 98§ o BE %] 7.3
08 Q.1 91,340 85,715 ;3| 1,188 |23l mo1
108 | 108 lioo.0 ;123 w37 o3 moo|ws]| ns
Bept. 1, 014, .enee | ™8 ™ |8re LR 80,900 | 0.3 4,00 80 10.0
Sept. J, 100, 0cnn.| & ™| 8.1 78,335 68,453 | %0.7 3,064 | 47 30
4
| Dao. 21, 1004, . ........] 000 | 213 | o908 788, 800 716,000 | 90.0 %30 8.3 a9
MiApr ), 0y .. . ols a0, 538 55,200 [ g1.3 1B, 441 | 0.6 nd
Ape, §, 1014, <. 43 52 | B0 59,15 56,502 [ 96.1 00,850 | 35.3 »7
Apr, 1, kd... -] 62 8 | 833 * a0, o8 58,504 | 07.8 17,82 | .4 0.1
% | Jan. 30, 100, , ] s LR §] 131 18 41,430 li.l 26041 20 a4
Jan. 30, Io0)... o leof w)xe 138, 46 43,310 | 31.8 LS| 1.¢ 'Y
Jan. 30, 1912, of 18 al | 4.3 138, Y04 4,340 | .9 1,88 | L4 | N )
Jan. 30, 1013, .........] I1m 4 inl 147, e 48,980 1 33.1 31! 25 1.5
dun. 30, I0M4....oe,..o] BM| @8 Dl 151,478 0,290 | 30.8 q012| 26 T
Jun. 30, MiS... ... 1 o4 i 35.0 " $5,100 | 4.0 ™ .8 L4
0| Deo. 32, 1000..........} T o8| W8 7,538 41,408 } 61.3 fALBR X ] 17.3
Dwed 31, 1911, Jg =B L. B ELA] €7, 731 a2 are 5| K1 128
D, 31, 191Y, | 1 o;|rnr . 081 60,07 | 9.8 663} 0.4 B4
Drec. 31, 3903, . ... S nins 8,518 &3, 858 § aL.7 a301 7.1 1n.s
Do, 30, 2004, . ...} 105 L-BR: 91 88, 100 86,64 | 0.6 §0l] &9 m?
2| Deo. 2L 20M. ...l 1 n sl " e 16, 0%l hon.0 4AE2I®NO]| Mo
23 | Mareh, 1008, 18 18 hon.® Xl 13,984 1000 1,94 ] 1.0 5.0
March, 1909, Bl 1R Qweo 15, 38 15,352 1000 Law {125 11%
March, 1910, 181 8 000 M, %9 4,50 hoo.o w| seo 5.0
March, 913, . H 7T hm.o 15,10 A5, 3 10 0 Luns| 89 e
March, 1913, cvenee.d W A8 oo 1, 300 I8, 300 oo, @ 88| 8O 58
March, 8. ...oecoo. ] 01 18 1000 1,0, Wetoae] Ll 70] 1T
B Dead 0.........R30 0o lre 4547100 1 LI 7 [ 0f A xxr| 5% 12
Do 3L, 1913, . RIS aHar] ¢comsoims =, a9 &9
oo 30, 013, , . TR ] A cam 1Sl M35 1 41 1.8
Do 3L 1ML i RS 008 1 0] 4406 | Koo ma| aas| 1] so
] Deo 3,10 ........] | B|ne @) [ ) -l om
W] Jume 30 WL..........|] WO EM {3 L% ] e
June 308, l’l!......-...E;l!l 500 | a8 §§ gi 50, NS .Le
Junedn, B3, ...l ] a8 |0 .70 "e
June 30, Id. . aeen 00t o8 leae 5,60 ae
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Tanre 8,—~NUMBER OF EMPLOYEES, PROPORTION PARTICIPATING IN PROFITS,
DIVIDENDS TO EMPLOYEES, AND COST OF PROFIT-BHARING PLANB TO EMPLOY-
ERS, IN 38 ESTABLISEMENTS BAVING FROFIT-SHARING PLANB—Conclnded.

Employees '
pa;-nnf at- Pay roll of par- Dividends ti em-
Aver- ng ticipants. ployeen.
Ea- aze ‘
tab- | Dividend Porot Total .
lish- perjod ending— em- | pay roll. Por Per | Per
%e:t ploy- |y Pe:; . ea?t Amount Del;t cent of
. am-| cen A 1) oitnt. | o 8
€3 Ppar. | of Amomnt. total | rofl of
fotal. ps{ pay iparticls
rol roll. [ pants.
3 | Aug.1,1013...,...... 12,034 11,835 | 90.2 | s$mo, 148 ] sve8,177 | 0.3 | $15,324 | 1.8 20
Aug. 1,1014.__. 1,859 [1,649 | 86.8 822,809 758, 92.2} 15188 | 1.8 2.0
Aug. L, 1Dk, 11,810 [1,567 | 85.8 83,199 782,770 | 98.9 3 1.9 2.0
a7 [ Dec. 31, 1013. .. . 520 j42.5 1,340,685 | 025,750 [e9.1] 24,80 Le| 27
38 | Dec. 31,1012 _. .- % ) 73,372 1 2404 | 84| ©
Dec, 31, 1913. . ....... o 1 219, 001 Nl s5m8| 27| @
Dec. 31, 1914. ......... 200 (1 g 285,344 1 5,712 | 2.4 {0
. 1 Not reported.

Tapre §.—~NUMBER OF EMPLOYEES, PROFORTION PARTICIPATING IN FROFITS, AND
NUMBER AND PER CENT OF PARTICIPANTS IN EACH APECIFIED OCCUPATICN
GROUP,IN 34 EBSTABLISHMENTS HAVING PROFPIT-SBHARING PLANA,

Employees 5
- Av- | parti c‘&“’ Qocupation groups of participants.
eroge| ing -
ﬁgg‘ . Dividend num, profits. | Executive.| Clerical, Bales. | Al others,
ment period ending— em- T Pear
No. vloy-{Nomd cent [N Per [Num< Per |[Num{ Per [Num] Per
oed. . f of . | cent.| ber. | cezt. | ber. | cant. | ber. | cent.
. total, )
1 2,575 |2,905 | ss.0| 30| 13| =] o9 .7
2 85 68| 88.0 10147 % ...... 88
8 1411 140 | 9923 20]114.3 BE. T huvoocfuvuranfararao|nacans
4 100 | 100 |100.0 4] 4.0 4| 4.0 2.0
5 76 51| 68.0 al 89 7117 7.8
] 7e] N7 | N2 8| a7 171 1.8 88.5
7 at 2|95 2] 6.9 P8 .55 N PR SRR U A
8 168 | 168 (100.0 1] 8.5 9] 113 78.0
9 172 | 146 ( 84.9 151 10.3 13| 8.9 80.8
10 731 | 641 740 2] 41 81| 15.0 5.3
11 541 | 208 | 56.9 9t 6.2 78| 2.3 68.5
12 5 45| 83.3]| ?16| 356 3] 6.7 8.8
13 3 31 [100.0 4128 10} 613 2%.8
14 161] 1i13) 70.2 151 13.3 6 &3 81. 4
15 2551191 | 4.9 13] 6.8| 4N5 55.5
18 43 Hini e]1%.6 2|75 5.9
17 18 16 88.9 |......beu.ua s 2|25 M85 . ]---...
18 600] 401} 66.8 al &7 a0 ] 5.0 76.8
19 713 | 825 87.7 15| 2.4 [ ] .8 o 8
P L] 80 |55 11| 30.6 4] 11.1 52.8
21 0 ) 125 46.3 5| 2.0 14| 13.2 6.8
2 125 86 | 68.8 141 14.3 8| 0.3 .4
2 I8} 272 | 9.8 14| &1 15] &5 0.3
24 458 | 225 | 49.3 251 12.4 3| 18.0 a4
25 106 [ 106 [100.0 12§ 1L3 n|10.8 7.4
26 85 4| 8.1 8| 10.8 19]| 2.7 3.5
r 900 ] 813190.3 B[ 41 | 6.2 sl
F ] a2 511823 14| 3.5 ey 9.8
2 183 &350 5| 7.8 18§ 25.0 57.8
30 108 7| 67.8 111 i5.1 1151 0.9
ai 1n 11 [100.0 B145.8] O B45]..0i.feesic]onsrsafernaen
Fv 19 19 |100.0 3| 188 2] 10.8 .8 ]
n LT, 38 16,466 | 5.0 | BOSY 138 s‘; ...... [ W ]
34 % IB| 720 |ecarecferanas Bl YIB{I0BRD |.ceuee|menren
1 Included In sales loree. cmmwummnun‘phynmmhi'sbhl.
8 Included in “*all othars.’

1 Incinding clerical force.
1 Editors and reporters.

¢ Incinding the clarionl and sales forows.
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ANALYSIS OF WORKING OF 12 TYPICAL PROFIT-SHARING PLANS.

In this section of the report are given detailed accounts of the
essential features involved, the details of administration, and the
results of the operation of a limited number of the better known profit-
sharing plans in operation in the United States at the present time,
it being the intention to present to the consideration of those inter-
ested careful analyses of plans that may be considered as typical, and
in & ocertain sense, successful. The 12 plans described in the fol-
lowing pages, although involving in & general way the same princi-
ple—the sharing of some proportion of an employer’s prefits with his
employees—rovenl the great variety of methods used by employers
in arriving at the same end.

Plan designated as No, 1 is herewith presented largely on acoount
of the comprehensiveness of the rules and regulations that govern
the distribution of the profits. Exocept for the uncertainty due to
the fact that the management reserves to itself the right to discon-
tinue the entire arrangement at pleasure, employees under this plan,
by referring to the printed rules and regulations, may ascertain the
exact nature of the privileges acoorded to them. The settlement of
disputes that may arise under the provisions of the plan, including
disqualifications from participation, is not wholly in the hands of the
employer, for the latter in his decisions is also guided by the formu-
lated rules. Changes in the latter are usually made one year in.
advance, upon consultation with and with the approval of a com-
mittee representing the employees—a permanent advisory board
selected by the employees themselves for the specific purpose of
assisting in the administration of the plan.

The plan is also interesting because it shows clearly the method
used in adjusting the proportion of the profita to be distributed to the
sonstantly inereasing number of participants due to either the growth
of the organisation or the extension of the benefits of the plan to
employees originally excluded.

PLAN NO. L

A brief summary of the origin and history of this plan was given by
the president of the company and originator of the plan in a paper
read at the May, 1913, meeting of the Electrical Manufacturers’ Club,
at Hot Springs, Va.  Afterstating that prior to ths introduction of tha
plan investigations were made by the company of similar plans
slready in operation, he says:

The reporta of thess various experiences ancoursged ws to make the experiment,
but we felt that our plan must differ to & degres from sny we had heard of, and cur
acheine was developed in accordance with the following considemtions:

As it waa a doubtful experiment, it was confined to our factory employees, Jenving
out clerks and saleamen in our main office.
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Realizing that the results must be a question of judgment, rather than of definite
figures, and wishing to be assisted in our judgment by the opinion of our two factory
superintendents, whom we had interested in the experiment, we incressed their
salaries instead of making them profit sharers, in order that their judgment might not
be biased by their own interest.

We expected the best zesults, and wished particularly to benefit certain old end
faithful employees, while from recent employees, and particularly those who were not
likely to etay with us long, we expected very littls, and we had very little interest in
them, so that it seemed to ue necessary to make a distinction, and this was accom-
plished by the requirement that no one should be eligible to benefit until he had been
in our employ for at least one year.

On the principle that no partner has a nght to any part of profits earned before he
comes into the partnership, we decided that a profit sharer must be informed of his
status, and must work as such for the full year before he is entitled to any profita,

In order to provide ample time to make up the books of the company, and to deter-
. miné the profits, we set the time of payment ss March 1, or two months after the close

of the year,

To further extend the time of service it was decided that no profit sharer should
benefit who leaves our employ before the dividend date of March 1.

To give our pecple the greatest stimulus it was necessary that the amount of their
dividend should be absolutely dependent on the profits of our business for any given
year, and that as nearly as possible the profita for each year should be separately
determined so that no mar should either gain anything from profits of the year before,
nor lose anything from profits carried into the succeeding year when he may have left
our employ.

At the outset we were confronted with the difficulty that being a private corporation
we were absolutely unwilling to make any statement from which the amount of cur

Hrofits could be determined, which would certainly be the resnlt ehould we announce
the percentage of our profita which we proposed to pay, and later told what this per-
centage amounted to.

"To obviate this trouble we refrained from stating the percentage of the profits which
we proposed to pay, saying simply that such percentage was fixed in ad vance, although
not published.

At the beginning of the first year, in order to give our people some idea of the prob-
able result, we advised them that the percentage as fixed was sufficient to justify
the expectation that the dividend on their wages would be at least 5 per cent, provided
the profits of that year were &a large as those of the year preceding.

In order that the administration of the profit sharing should be abeolutely fair, we
have at the beginning of each year posted & set of rules which we have been able to
keep down to one typewritten page, and have administered each year strictly accord-
ing to rule.

On Januvary 1, 18—, we sssembled our entire force and carefully explained the
profit-sharing scheme to them, itnmediately after which the preliminary list and the
rules for thet year were posted.

‘While our people were evidently pleased that something good was coming to them,
it looked rather a long way off and comparatively few seemed to really understand
the acheme.

A repetition of the address in January, 19—, still left the matter somewhat hazy in
their minds, and the results for 19—, while visible, were not as great as had been hoped.
The actual payment of the first dividend, about March 1, 19—, had a great effect and
ever gince the resulta have been much more mtisfactory than before.

We express the hope that our people will make wise nse of the dividend, and if they
wizh to make a deposit, we allow them to go to the savings bank on our time.
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However, as the money belongs to them, we do not presume to dictate what they
shall do with it, except to insist that any man shall be severely disciplined who uses
his money in such a way as to interfere with his regular work.

The following is the text of rules and regulations governing the
administration of the plan at the present time:

. PROFIT-BHARING RULES, 1914,
THOSE INCLUDED,
All employesa except those specially excluded.
PRELIMINARY LIST.

This includes only thoss who have besn continucusly in our employ eince January
1, 1913, (Bes list of names in each department.)

PROFIT SHARERS.

This includes only those whose names are on the preliminary Iist, who shall remain
continuously in our employ until March 1, 1615, and whose services ahall be satis-
factory. Anyone mow on the preliminary list who may be discharged, or who may
loave our employ before March 1, 1915, will lose all share, even though he may be
employed again later on, and his abare will be divided among those retnaining,

YOUR SHARE.

We proposs to divide ameng the profit sharers a definite percentage of the profita
of our business for the year 1914, and this percentage ia the same as for the year 1913,
except that it has been increased proportionally to the incresse in pay roll due to
including the employees of our ————— office this year for the first time. .

The actual amount of money to be divided will depend entirely on the amount
of our profits for 1914. Each profit sharer will share in proportion to the wages he
roceives during the year, Under no condition ahall we be expected to pay any profit
sharer more than 20 per cent on his wages for the year.

BICKNBAS AND INJURY.

Cases of absenice due to sickness shall be decided at our discretion, but no dividend
shall be paid on wages not actually received.

1n cese of injury, upmﬁtlhwdnllhamnndmduhvmgmmdhnmguhr
weekly wages for such weeks ss he receives compenmtion, but such wages shall not be
amumed at more than $20 per week nar for more than 50 weekn.!

DRATH BENERAY.!

In cass of doath during the year of anyone in good standing oa the preliminary
list, & death banefit will be paid and deducted from the fund. The amount of the
death benefit shall be at our discretion but shall not excesd the dividend rate for
1913 on his estimated wages for the whole year of 1914.

LAY orr}

Any employws who may be lid off shall be considered as no longer in our employ
unless he returna to work within aix weeks.

lsuh!uhdm,-n. Suggested by cemmition of lactory smployem.
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LEAVE OF ABSENCE.!

Leave of absence for more than six weeks shali be granted only to those who have
been in our employ for two years, and only upon application approved by the presi-
dent, vice president or treasurer.

ASSIGNHMENT OF WAGES,

Receipt by us of notice of assignment of wages will cause the individual concerned
to lose at least one-third of his profits for the year. -

TIME OF DISTRIBUTION,

The profit-sharing dwxdend will be paid March 1, 1915, or at our earliest convenience
thereafter. -

The specific proportion of the net profits of the busmess to be
distributed among the employees under this plan is fixed one year
in advance, and although this proportion is unknown to the rank
and file of the profit sharers, it is communicated to the accounting
staff of the establishment. Since the introduction of the plan the
relative proportion of profits to be distributed was increased three
times, . These increases were due wholly to the fact that gradually
the plan*was extended to include employees who did not benefit
under it as originally constituted. In 1904 the foremen and super-
intendents of the factory were brought under the plan; in 1910, the
general, clerical, and commercial forces of the home office of the
company; and, finally, in 1913, the general, clerical, and commercial
employees of the branch office of the firm. Increases in the propor-
tion of net profits to be distributed were in accordance with the
relative proportional increases in the number participating and in the
aggregate of the participating pay roll, due to the extension of the
plan.

A few pointa of this plan, it is thought, need somewhat further
elaboration: The preliminary list referred to in the text of the plan
is made up one year in advanee, for instance, for 1914 it is made up
on January 1, 1914. On it are listed all employees who have been
continuously in the service of the company for one year prior thereto.
From this list an estimate is made of the probable total earnings
of the prospective profit sharers for the coming year. This estimate
is arrived at by multiplying earnings of the participating employees
for one normal week by 52, The object of this estimated pay roll
is to determine in advance whether an adjustment in the propor-
tion of profits to be distributed should be made, it being the idea of the
management that the individual shares of profits of the older employ-
ees ought not to be decreased on account of the extension of the
plan to a larger number of the working force. By comparing the
preliminary or estimated pay roll with the profits of the past year

1 Not in mies of previous years. Buagpested by commiites of factory employees.
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the management is able to determine one year in advance what it
ghould fix as the proportion of the profits to be distributed during
the coming year.

Fourteen months after the prelm:unnry pay roll is made up the
final list of participating emiployees is compiled, At the same time
the actual parnings of the employees on the.final list are computed.
The aggregate of the earnings of the employees on this list is-known
s the actual pay roll and serves as a basis for the distribution of the
year’s profits.

The number of employees on the final list and the size of the actual
pay roll, as vompared with the preliminary list and the estimated
pey roll, are considerably smaller, inasmuch as during the intervening
year some of the employees leave or are discharged. The difference
betweon the estimated pay roll and the actual pay roll is thus due
largely to (1) differences in the amount of production, (2) differences
in rates of wages and in number employed during the two years.

The per cent of wages to be paid as profits is then determined by
dividing the amount of profite available for distribution by the actual
or pacticipating pay roll, the share of each individual then being
computed by multxplymg the earnings (earnings for overtime work
included) by this percentage or dividend,

Conditions of participation ss well as of forfeiture of shares in
profits by employees are cavefully formulated and described, all
employees being informed of the exact nature of these conditions one
year in advanoce.

This plan seems to gontain relatively little of what might be termed
arbitrariness; the rules governing its administration are framed with
the assistance of a committee of employees selected by themselves
annually. No changes are made in the plan without consultation
with and approval by this committee.

Employees under the plan may secure leave of absence from the
oompmy. Such leave of absence does not disqualify them from fur-
ther participation, provided they register with the company before
leaving.

As stated above, one year in advance of the actual distribu-
tion of profits a preliminary list of profit-sharing employees is
made up. This list is revised one year afterwards to eliminate
those of the employees on the preliminary roll who for some reason
or other have forfeited their shares, by either leave or discharge.
The table following shows the differences in the aggregate pay-roll
smounts and in the number of participants on the preliminary and
sotual or participating rolls, as compared with the entire pay roll
of the establishment and total employed on the distribution date.
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TapLx 10.—NUMBER AND PER CENT OF EMPLOYEER ON THE PRELIMINARY ROLL
AND ON THE PARTICIPATING ROLL AND AMOUNT OF SUCH ROLLSE COMPARED WITH
TOGTAL PAY ROLL, BY YEARS, 1001 TO 1914,

Employees | Empl Preliminary | Partict
pating
T
Rty rall. | pathng rall peyroll.” | pay ral.
Ry P Per [Total '
em- ot ar
Year. - ploy- cent cent . 7 P"; P"
00s, of of oot cen
Num ¢ opq) [NOI 00 Amonnt.| 9 [ Ameunt. |, o
ber. | \om. | er- | ame *{ total total
. pa pa
12:.3" lf:'" rolr. rolr.
IO0L. .. erienecaraanennes 158 671 42.4 5213820 $88,304 | $36,500 | 53.4 | $27.200 | 40.0
1002, 189 91 | 53.8 71| 420 82,718 47,600 | 57.5 | - 38,031 | 44.0
1903. 218 97 | H.5 71| 326] 103,489 50,180 | 48.5 39,838 3A.3
1004, 271 103 ] 45.4 | M.4| 101,573 56,030 | 55.2 40,730 | 40.1
1805... 2881 128 | 44.4; 1014 35.1) 132,37 68,700 | 51.8 57,608 | 43.2
1006. . 3711 141 | 38.0[ 116} 31.3 | 164,872 78,4111 47.6 06,595 1 40.4
1907, 313) 168 | 353.7 94 | 31.8 | 138,602 93,023 | 87.1 67,036 | 41.2
1908 22| 134|604 1i6]| 562.3]| 11539 M,230 | 68.7 64,222 58.7
1900 Hl i65 | 48.4 | 139 | €0.8 2, 791 93,074 | 80.3 75,018 | 5L.1
1910, 25| 172le0s| 139|327 108000 100,430 {507 51,388 | 411
1911, 387 | 194 [560.1 | 1562 39.83 | 182,018 | 114,504 | 62.9 88,477 | #4868
1012, 4281 178 | 41.5 | 156 | 36.4 | 218,391 | 113,880 | 62.1 90,456 | 44.2
1913... 567 | 220 | 40.4 | 184 | 32.56 | 300,346 ] 159,100 | 51.5 1371 70] 4.5
1014, .. 450 | 278 | 61.0| 225 49.3 | 263,371 | 196,060 | 75.6 [ 184,360 | o6d.4
Avmgu‘ ............. 3% | 153 | 48.9 | 131 | 31.2| 159,448 932,086 | 87.7 74,113 | 46.8

For the period covered by the figures shown in the preceding
table, representing the entire life of the plan, the average proportions
of the total employed and of the total pay roll that appeared on the
preliminary profit-sharing roll were 46.9 per cent and 57.7 per cent,
respectively. By postponing the actual participation date one year,
the above-given proportions were reduced, on the average, about
one-fifth, to 37.2 per cent and 46.5 per cent, respectively. The table
shows that at no time during the existence of the plan did the pro-
portion of the total émployed that*participated in the distributed
profits exceed 52.3 per cent. The average proportion that partici-
pated during the entire period was slightly above one-third of all
employed, namely, 37.2 per cent.

Since the introduction of the plan. in 1901, the following profit-
sharing dividends on the earnings of the participants were paid:

TanLe 11,—FPER CENT OF EARNINGS OF PARTICIPANTB PAID A8 PROFIT-SBHARING
DIVIDENDS, BY YEARS, 1901 TO 1915,

per cent osnt cont
Yeur. ['EEC Yeur. (&:\m- Yoar. |5 oon
ings). ings). ings).
1901..... H.4 1008 ... I8.8 191, 3
1902.. ... 14.9 1007.. 1n2 103.... 11.4 .
1908... .. 123 1908, .. o8 ff W3..| 128 i
1904.. ... 7.4 1900.... 9.5 wis...| 102
1906, .... my 1910.... 10.8 19185.... 4.3




PROFIT BHARING IN THE UNITED BTATES. - 81

The highest dividend paid under the plan since its inception in
1901 was 18.5 per cent, in 1906; the lowest, 7.4 per cent, in 1904.
The average dividend during the entire period was about 12 per
cent,

The profit-sharing plan of this company was coPmd end, with &
very fow modifications, put into operation in 1915 in the esta.bhsh- '
ment of the Co., with the following results of the first year's
operation of the plan:

(1) Proportion participating—per cent of total employed, 54.5;
(2) pay roll of participating employees—per cent of total pay ro]l
72.5; (3) amount distributed—per ceut of total pay roll, 3.6; (4)
amount dxs.t.nbuted—-per cent of pay roll of participating employees, 5.

PLAN NO. .

The distinguishing features of the plan designated as No. 2 are:
(1) The participation of representatives of the employees in the admin-
istration of the plan, as shown in provisions 5 and 8 of the text given
below, and (2) the privilege granted to employees to verify the profit
accounts of the company through the naming by them of an account~
ant, the expense of the hiring of which is to be borne jointly by the
management and the employees, as shown in provision 4 of the plan.

The plan was put into operation in 1914, As a result of its work-~
ings during the following year a profit-sharing dividend of 1 per cent
of the earnings of the participants, 84.9 per cent of all employed,
was declared.

The text of this plan is herewith reproduced fully:

We, the stockholders of the —————— Co., hereby offer and propose:

1. That after paying all salaries and wages as heretofore and paying all stockholders
¥ per cent annually on book value of the stock of the ———— Co., and after-creating
s sinking fund equal to 5 per cent of our outatanding preferred stock annually {as per
our constitution and by-laws), and after taking off a reasonable amount for wear and
i tear on buildings and machinery, sasid amount not to be in axcess of 5 per cent of the
- book value of same, we will then take the profita of the said Co. and its branches
and divide betweesn the stockholders and the employecs of said company according
to the ratic that the total pay roll beam to the total capital invested. 8o that an indi-
vidual employes earning $1,000 a year would share squally with the stockholder
whose stock has & book value of $1,000,

2. Theee profits wre to bo paid to the amployees of said carporation annually, oaly *
those employses participating who shall have put in at least nine months of ssrvice
during the 12 maonths just previous to the end of the fiscal year.

8. The share of the profits that would accrue to the transient lubor shall be used
for shop betterment, and if found necessary both the smployees and the stockholders
will be expected to contribute their share for additional shop betterment from time
totime. But no more than 10 par cent of said profita shall be employed in additional
shop betterment in any one year. ‘

4. It is undomtood that the employees are to have the sole naming and employing
of & chartered accountant to ascertain the actual profita from year to year. The ex-




80 BULLETIN OF THE BUREFAU OF LABOR STATISTICS.

‘TapLy 10.—NUMBER AND PER CENT OF EMPLOYEES ON THE PRELIMINARY ROLL
AND ON THE PARTICIPATING ROLL AND AMOUNT OF 8UCH ROLLS COMPARED WITH
TOTAL PAY ROLL, BY YEARS, 1901 TO 1014.

Emplo Employees Participat
on prellmi- | on particl- Preliminary pating
nary roll. | pating roll. pay rell. pay roll.
Toralf P Per jTotal '
em- ar ar ¥
Year. | - |ploy- oent cent | roll. ol::rt c!;:l;;
o |Nam- to%l Num- to%’;l Amonnt. |, [ Amount.|, of
ber. om- ber, Py "1 total - | total
loy- ploy: palf mlf
p e .
g poie ‘ roll. roll.
07| 42.4 521329 ,304 | 336,500 | 53.4 | $27,290 | 40.0
ot |6a.8| 7jaz0o| s2ns| a7,600]57.5| 38031 460
97 | 4.5 TL}382.6] 103,480 50,180 | 48.5 39,638 | 38.3
103 | 45.4 78344 101,573 56,030 | 585.2 40,730 | 40.1
I28 | 44.4 ; 101 | 35.1 , 379 68,708 | 51.6 57,608 | 43.3
141 |1 38.0 116 | 31.83| 164,872 7B, 411 47.8 86,596 | 40.4
168 | 53.7 98 | 31.3 | 138,602 93,023 | 87.1 67,038 | 41.2
134 [ 60.4 | 116 | 52.3 llﬂ’,m ,230 | 68.7 64,222 | 55.7
165 { 48.4 | 139 40.8 | 152,701 92,074 | 60.8 w08 | 5.1
172 | 40.5 | 130|327 | 108,000 100,420 50.7 81,308 | 41.1
194 | 50.1] 152 39.3| 182,018 114,504 | 62.9 88,477 | 48.8
178 | 41,61 156 | 36.4 | 218,391 | 113,880 | 52.1 00,458 | 44.2
20| 40,4 | 184 ) 325 ‘a6 | 159,100 | 61.8 | 137730 | 4.5
27831610 235 40.3 L8371 | 108,960 { 76.6 | 164,300 | 62.4
163 | 46.9 [ 131 (a7.2| 159,448 | 2,066 | 62.7| 74,113| 465

For the period covered by the figures shown in the preceding
table, representing the entire life of the plan, the average proportions
of the total employed and of the total pay roll that appeared on the
preliminary profit-sharing roll were 46.9 per cent and 57.7 per cent,
respectively. By postponing the actual participation date one year,
the above-given proportions were reduced, on the average, about
one-fifth, to 37.2 per cent and 46.5 per cent, respectively. The table
shows that at no time during the existence of the plan did the pro-
portion of the total émployed that*participated in the distributed
profits exceed 52.3 per cent. The average proportion that partici-
pated during the entire period was slightly above one-third of all
employed, namely, 37.2 per cent,

Since the introduction of the plan-in 1901, the following profit-
sha.ring dividends on the earnings of the participants were paid:

Tml'.l u.—rzn CENT OF EARNINGS OF PARTICIFANTS PAID A8 PROFIT-SBHARING
DIVIDENDS, BY YEARS, 1901 TO i915.

Plvidmg" l)lv[dun]t " PI"‘H-I(I]
[- - +1 can onnt
Year. | mnm_ Year. “’" Yoar. | P
ings). lnw ings).
190L..... 14 § 10080 188 [ 191L... 0.2
wz....1 140 || 1007... 18.2 i 102, 1.4
1908, .. .. 123 J| 1008.... 9.5 || ma.. 3.6
1904 ... 7.4 | 1900.. . 9.5 § 194..] 0.2
1905..... 127 || o0....] 108 || 198s.... (%]
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The highest dividend paid under the plan since its inception in
1901 was 18.5 per cent, in 1906; the lowest, 7.4 per cent, in 1904.
The average dividend during the entire period was about 12 per
cont,

The profitsharing plan of this company was copied and with a
very few modifications, put into operation in 1915 in the establish-
ment of the Co., with the following results of the first year's
operation of the plan:

(1) Proportion participating~per cent of total employed, 64.5;
(2) pay roll of participating employees—per cent of total pay roll,
72.5; (3) amount distributed-—per cent of total pay roll, 3.6; (4)
smount distributed—per cent of pay roll of participating employees, 5.

PLAN NO. &

The distinguishing features of the plan designated as No. 2 are:
(1) The participation of representatives of the employees in the admin-
istration of the plan, as shown in provisions § and 6 of the text given
below, and (2) the privilege granted to employees to verify the profit
accounts of the company through the naming by them of an account-
snt, the expense of the hiring of which is to be borne jointly by the
management and the employaes, as shown in provision 4 of the plan.

The plan was put into operation in 1914, As a result of its work-
ings during the following year a profit-sharing dividend of 1 per cent
of the earnings of the participants, 84.9 per cent of all employed,
was declared.

The text of this plan is herewith reproduced fully:

We, the stackholders of the ~—————— Co., heraby offer and propose:

1. That after paying all salaries and wages as heretofore and paying all stockholders
7 par cent annually on book value of the stock of the Co., and after creating
a sinking fund equal to 5 per cent of our ocutstanding preferred stock annually (aa per
our canstitution and hy-iaws), and after taking off a ressonable amount for wear and
tear on buildings and machinery, said amount not to be in excess of 5 per cent of the
book value of same, we will then take the profita of the said Co. and its branches
and divide between the stockholders and the smployees of mid company sccording
0 the rutio that the total pay roll bears to the total capital invested. So that an indi-
vidual smployes sarning $1,000 & year would share equally with the stockholder
whase stock haa a book value of $1,000.

2. Theso profits sre to be paid to the employees of mid corporation annually, only -
those employees participating who shall have put in at least pine montha of service
during the 12 monthe just previous to the end of the fiscal year,

3. The share ol the profits that would sccrue to the transient labor shall be used
for shop betterment, and if found necesary both the employees and the stockholders
will be sxpected to contribute their share for additional shop bettorment from time
to time. But 2o more than 10 per cent of mid profits shall be employed in additional
shop betterment in any one year. 7

4. It ia undemtood that the employess are to bave the scle naming and employing
of & chartered accountant to ascertain the actual profits from year to year. The ex-
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pense of eaid accountant to be paid (from profita) before a division is made. In case
that for any reason there are no profits to divide, the report of the sbove-mentioned
accountant shall be to the effect that there will be no profits this year for division.

5. The employees of said —— Co. shall elect & committee of three from each
ofl the following departments to act 8s a general committes representing the em-
ployees: -

(s) From the mattress-making department and foather room; (5) from the tick-
making department; (¢} from the office and shipping department; (d) from the iron-
bed department and machine shop; {¢) from the first fioor woodworking, couch-mak-
ing, and spring-bed department cther than the Way Sagless; (f) from the Way Sagless
department; (g) from the brass-bed department; (h) from the traveling men and

branch managers,
6. No foreman is eligible 10 a place on this committee, but the foremen will be

invited in by the management at all conferences. Committees for safety and shop
betterment will be selected from time to time to cooperate with the general committee.

PLAN NO. 8.

Plan No. 3 contains a peculiar provision for the determination of the
individual shares in the divisible profits, the method of determining
such shares being rather arbitrary, at the discretion of the employer,
there appearing no rules formulated in advance as to how the indi-
vidual shares will be computed.

Under this plan, the employees selected to participate are given
profit-sharing certificates stipulating the total number of shares out
of the distributable net profits (the divisible fund consisting of 3,000
shares) to which they are entitled. In April of each year a general
account of the profits of the business is made and out of the net eamn-
ings, after deducting the usual depreciation, dividend, and interest
charges, at least one-fourth is set aside for distribution among profit-
sharing employees in such proportions as their respective holdings
bear to the total number of shares issued. Those holding certificates
less than a year receive a share in the profits proportionate to the
length of time they have held their certificates.

Certificates must be surrendered and all benefits cease upon the
death of the employee or upon his leaving the service of the eom-
pany, whether he leaves voluntarily or is discharged, even without
justifiable cause, or upon the withdrawal of the certificate from him
by the company without the holder ceasing to be an employee.- A
- share of the profits proportionate to the part of the year during which
the certificate has been held is given, however, in the event of the
death of a shareholder, to his personal representative; or to the
employee upon terminating the employment by discharge not for
justifiable cause, or upon withdrawal of a certificate by the company.

The results of the operation of the plan in 1914 were aa follows:
Per cent of total employed participating, 66.8; profit-sharing divi-
dend on the regular earnings of the employees, 14 per cent; cost of
the plan to the employer in terms of the entire pay roll of the estab-
lishment, 11.7 per cent.
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The following is the original text of this plan in full:

i First. The company agrees, during the continuance of this agreement, to set apart
_ior division among its employees an amount equal o not less than one-quarter of the
net profits of said business; such profita to be determined as hereinafter provided.
The amount assigned for distribution is hereinafter called the distributable profits.

_ Becond. The righta to the distributable profits as determined by the company shall
be divided into three thousand (3,000) or more sharea to be issued from timae to time,
pach share entitling the person who at the close of the profit year is the owner thereof
to that proportion of the distributable profits which one besrs to the total number of
shares imsued; and in case such share has at the close of the profit year been held lem
than & year, to that proportion of one share of s:ch distributable profits which the part
of the year subsequent to the date of the issue of the certificate to him bhears to a full
Yyear,

Third. The distribution of the profit sharea ghall be made by the company to the
employeesin such proportions as the company deems advisable. The number of profit
shares to be ismed may be incressed from time to time as the company may deem
advisable. The company may at any time in its discretion withdraw profit shares
trom any holder thereof, even though he remains an employee.

Fourth. Every employee entitled to profit shares shall receive a certificate specify-
ing the number of shares to which he is entitled.

Fifth, Every owner of one or more shares provided for in article second shall have
by virtue thereof the following rights and none others, and be subject to the following
obligations: _

1. The ownsr of ench share on the first day of the profit year (which shall begin soma
day in April) ahall upon the distribution of profita hereunder for the profit year ending
the day preceding, receive that proportion of the distributable profits ag specified
which one bears to the total number of profit shares ismed; or, if he has then held the
share for loss than one year, that fractional part of such distributable profits incident to
one share which is propartionate to the part of the year subsequent to the date of issue

2. Every shareholder ahall bs bound to accept the determination of the distribu-
table profita made by the company as final and conclusive, and shatl have no right to
an accounting or to recovery of any profita except such sg the company shall determine
to be the profits distributable to him.

3. The ownerehip of each share shall ceass upon the death of the owner ar upon his
otherwiss actually ceasiug for any cause to be in the smploy of the company, whether
mich owner has voluntarily left the employ or has been diacharged, even without just-
fiable cause; or upon the withdrawal of the share from him by the company without
the holder ceasing to be an employee: But upon the death of & shareholder hin per-
aonal repressntative, and upon termination of employment by discharge not for juati-
fisble cause, or upon such withdrawal of the share by the company, the employves
shall be entitled at the next distribution of profits to receive for each share represented
by such certificate the part of the distributable profits incident 1o ong share aa deter-
mined for the profit year current at the termination of his ownership proportionats to
the part of such year during which such employes held such share. Upon termination
of employment otherwise than by death or discharge not for justifiable cause, the em-
ployes shall not be entitlsd to any part of the profita for the then current profit year,
but may be given mych part, if any, a8 the compeny thinkns fit.

4. Each ownar of & share and the personal representative of sach decessed share-
bolder shall upon the termination of his ownership at gnce surrender his certificate
to the company.

5. No share shall ba transferahle by the owner.

€. The right of a shareholder to receive profita shall not be assignahle, and no pey-

went shall be made in sccordance with any sesignmant ar order by way of anticipation ;
$6531°—Bull. 208—17—3
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nor shall any profita be payable for any year unless the profit-sharing certificate ia pre-
sented to the company with request for such payment, not later than three months after
the profita are payable, unless otherwise directed by the company.

Sixth. All ahares issued to employees shall upon the termination of ownership as
above provided revert to the company and shall thereafter be treated as unissued
shares, subject to reissue by the company from time to time.

Seventh. For the purpose of this agreement a general account of the profits of
the business shall be made up each year asof some dayin April. The profite of the
compapy, of which at least one-quarter is to be set apart for the employees, shail
be taken to be the net earnings of the company ascertained in the cuetomary manner,
and after deducting also the customary depreciation charge, the dividend paid on the
preferred atock, and the interest on outstanding acrip. _

Eighth. The company reserves among other things the full right to make such modi-
fication in the salaries of employees ag it eees fit, not inconsistent with the by-laws,
and to increase or diminish the number of employees.

Ninth. All property and aseets employed or to be employed in the business shall
remain the sole and exclusive property of the company, and it shall have fuil authority
and entire control in all matters relating to the buginess.

Tenth. The company ehall have the right to make from time to time such modifi-
cation in the terms of this plan and agreement 8a it shall deem fit, and may at any time
terminate the agreement and all right to share in the profits. If notice to terminate
is given in any year before July 1, it shall operate as of the commencement of the profit
year. If such potice is given after July 1 it shall t.ake effect at the close of the then
current year.

Eleventh. The rights herein reserved to gaid company shall inure to snd be exer-
cisable by its successors and aasigns.

FLAN NO. &

Plan No. ‘4 has been in operation several years and is interesting
chiefly because of the method used in apportioning the divisible
fund to the various groups of the participating employees. Under
this plan 52 per cent of the net profits of the business over and
above what is assumed to be a moderate return on the investment
becomes available for distribution. Over four-fifths of this fund,
however, goes to the executive employees—13 in number and about
6 per cent of all employed—the remaining one-fifth being distributed

among the rank and file of the working organization. The result
of this method of distribution has been that while profit-sharing
dividends on regular earnings averaged about 100 per cent for_ the
executive group, these dividends averaged only about 5 per cent for the
rank and file of the employees.

Originally the plan applied only to head workmen and a few of the
higher executives. In 1892 the plan was extended to cover the
clerical employees of the company, and shortly after the productive
force was brought under it.

At the present time the company, after paying all the legltJmnte
expenses of the undertakmg mcludmg 6 per cent on the capital
invested, distributes the remaining net profits as follows:

1. Of the remaining net profits 42 per cent is paid to a group of
executive employees numbering 13, the specific proportion aseigned
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to each member of this group depending entirely upon the relative
importance of his or her position. Of the 13 employees mentioned,
seven receive 5 per cent each; one, 2 per cent; two, 1§ per cent each;
and three, two-tliirds of 1 per cent each of the divisible profits,
-2, Ten per cent is divided among the entire working organization,
 exclusive of the employees above described, the basis of the dlstnbn-
tion being the annual earnings of each one ‘of them.
- 8. The remaining 473 per cent is paid in extra d.w:dends to the
stockholders of the company.

The employees referred to-in the first group are chiefly heads and
assistant heads of departments and technical men who are selected -
for pa.rticipa.tion because of the importance and responsibility of the
positions they hold, and because it is thought that upon their indi-

 viduel efforts, more than any other factor, depend the profits of the
concern.

All salaried employeas become eligible to share in the profits one
year after entering the employ of the firm. All other employees
must be in the service of the company at least two years before
becoming ehglble for participation. -

The table given below shows the aggregate salaries and shares of
profit of the eXecutive employees and of employees other than 7
executma, by years, since 1905,

TABLE .‘I.ﬂ ~—BARNINGS AND ‘BHARES OF PROFITS OF EXECUTIVE EH‘.‘PLOYEEB AND
. - OF OTHER EHPLOYEEB BY YEABS 1908 T lﬁlﬁ.

Emplo:eu othu than
Exeentive emphyus. exeoutive. -
. Profit-sharing o Profit-sharing
Year, - dividend. : dividend,
Balaries, Wages, j
Per cent ' Per cent
Amount. of Amount. of
salaries, Wages.

b1 T TP, £20,700 | §17,433 B4.3 | 804,500 , 830 5.1
92,0 | 104,800 5,107 5.0

18.3 | 108,000 1,086 1.9

77.8 | 114,000 4,534 4.0

84.4- 118,500 , 367 4.6

73.1{ 120,500 4,150 8.5

47.7 | 121,500 2,75 2.2

161.7 | 124,900 | 10,487 8.4

103.1 ] 136,900 6, 682 4.3

164,11 150, 10,251 6.8

176.7 | 158, 13, 8.7

104,9 | 123,658 8,278 8.1

The average profit-sharing dividend for the executive employees
for the last 11 years of the operation of the plan was 104.9 per cent
of the gverage amount paid as salaries; i. e., they received more in
profits than in salaries, the dividends of individual years varying
cons;dembly, from 18.3 per cent of the salaries im 1907, to 176.7 per
cent in 1915.
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The average profit-sharing dividend of employees other than
‘executive for the years 1905 to 1915 was 5.1 Pper cent of the wages
received, the dividends of specific years varying from 1 per cent of
the wages in 1907 to 8.7 per cent in 1915,

The relative numerical strength of the two groups of participants
is shown in the following table, by years:

TaBLE 18.—~NUMBER AND FER CENT OF EMPLOYEES PARTICIPATING IN PROF¥IT
BHARING, AND NUMBER AND PER CENT OF PARTICIPANTS BELONGING TO EACH

BPECIFIED CLASH, BY YEARS, 1906 TO 1915,

Employeen participating in profits.
. | Executive employ-{ Emplovees other
Total oed, ¥ than executive. Total.
Year. employ-
eeq,
Pefsmt l:ﬂer mnlt l;?r cent
L) tot 3| total
Number. pertich Number, partid- Number, employ-
pating. Jating. e,
182 9 7.3 114 9.7 123 6.6
190 9 7.0 ne 3.0 128 67. 4
202 10 7.9 118 2.1 126 0.4
210 10 7.0 133 93.0 143 68,1
215 8 5.2 146 .8 153 71.2
200 8 -5.6 134 9.4 M2 7.0
201 8 5.8 131 4.2 139 63,2
236 10 8.6 142 934 152 o4
240 10 6.7 140 .3 - 150 .5
45 1 7.0 147 3.0 158 4.5
255 13 8.8 178 3.2 b118 7.9
218 10 6.6 136 3. 4 ] 148 67.8

Since 1905 the ratio of participating executives to participants in
all other occupations was, on the average, 6.6 to 93.4, the annual
variations presenting no violent fluctuations from the stated mean.
During this period an average of 67.6 per cent of all employees par-

ticipated in the profit sharing.
The following table shows how the divisible fund has been appor-

tioned among the two groups of participants since 1905, by years:

TaBLE 14.—AMOUNT AND PER CENT OF TOTAL PROFIT-8HARING FUND RECEIVED BY
EACH CLABS OF EMPLOYEES, BY YEARS, 1905 TO 1915.

Rereived hy execu-[ Recefved by all
tive smployees. other employens,
Year Total
- fund,
Amount. | Per cent. | Amomt. | Per cont.
922,202 [ 17,423 78.3 ", n.7
s 17,668 7.3 5,197 22.7
4,031 3, 535 7.8 1,006 2.2
10,499 { 14,065 7%.7 4,534 2.3
1 13.420 7.4 8,257 .6
2221 12,063 i 4,158 25.8
1050 | Y me| 2718 258
42,07 23510 758 ID, 487 24.4
27,408 | 20,721 5.6 6, 24.4
7,121 » ol ™ma| 10251 217
72,511 | &8,8% BL1| 13081 19
97,70 | 21,4 | 774 61m | znse
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The annual divisible profita for a period of 11 years were appor-

. tioned among the two principal groups of participants—executives

and ‘“all others”’—on the average in the ratio of 77.4 to 22.6.
‘The results of the working of the plan as a whole for a period of 11

* years may briefly be summarized as follows: The executive group of

employees—on the average 6.6 per cent of all participating, received
over three-fourths of the entire divisible fund, while all other profit

“sharers, numbering over 90 per cent of the total force, received, on

an averago, slightly less than one-fourth of the fund, the so-called
profit-sharing dividends on annual earnings of the respective groups
having been 104.9 per cent and 5.1 per cent, respectively.

. PLAN NO. & A

Under plan No. 5 all the net profits of the business over and above -
a 6 per cent return on the capital invested is distributed between the
participating employees and the firm on the basis of the earnings of
the employees and the interest on the capital invested. The objoct of
the plan, however, is not to augment the current earnings of the em-
ployees, but rather to create for the participating employees an
annuity to become available at the time when their productive powers
begin to decline.

This company was organized in 1873, but the subject of profit
sharing, although under discussion for some years, was not formally
brought to the attention of the stockholders until their annual meet-
ing of January 31, 18—, when the matter was.discussed and a special
committee of three appointed to draw up such a plan for consideration
at the next meeting of the stockholders, to be held one week later,
February 7, 18—. The appointed committes on profit sharing then
submitted a plan which was, after considerable discussion, adopted by
a vote of 653 to 321, At this meeting it was also unanimously decided
to pay each man who had been in the company’s employ during the
previous year, in cash, 10 per cent of his annual earnings for the year.

On February 24, 18—, there was held a special meeting of the stock-
holders at which it was voted to increase the capital stock of the com-
pany to $300,000, $200,000 of which was to be known as preferred
and fully paid up, and $100,000 as commmon stock to be issued on a
profit-sharing plan to capital and labor. At the beginning of each year
an inventory was to be taken showing all assets and liabilities, and the
net amount by which the assets exceeded the liabilities was to be con-

" gidered the net gain or profit of the business for the preceding year.

Ten per cent of this net profit was to be set aside as a sinking fund,
and the remainder to be divided, the individual shares of the employees
to be paid 15 per cent in cash and 85 per cent in the common stock of -
the company, only those of the employees to participate in the profita
who were in the company’s smploy for at least two years. This plan
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was unanimously adopted and constitutes the first real profit-sharing
plan adopted by the company, the mentioned distribution of 10 per
cent on the earnings of the preceding year having had no direct
relation to the profits of the business,

No changes of any significance were made in this plan until 1904
when the relative proportions of each share of an employee’s profits
to be paid in cash and stock were changed from 15 and 85 to 10 and
90, respectively.

In 1910 the plan was again revised, the new amendments prohibit-

ing employees from disposing of their profit-sharing stock to outsiders
before offering it to the- company on conditions stipulated in
paragraphs 26 to 40 of the plan reproduced below.
. The provision of the so-called purchase contract prohibiting the
sale of profit-sharing stock to outsiders was due chiefly to the fact that
some of the employees were in the habit of selling their stock far
below its real value, a fact resulting, it was said, in (1) outsiders get-
ting hold of stock of the company in which they had only a speculative
interest—a very undesirable fact from the point of view of the man-
agement, and (2) great benefits to these outsiders because the stock,
intrinsically, was worth more than the amount sold for by the em-
ployees. Outsiders thus ‘““were getting profits that they did not
help to make.” By prohibiting such sales the company prevented
stock of the company from falling into hands of ‘‘absentee owners”
and appropriated for the benefit of the organization profits that
would otherwise have gone to outsiders.

The following is a brief sunmary of the principal features of this

lan:

P ‘‘Partial’’ wages are paid to factory employees weekly and to the
office staff monthly; the ‘‘remaining” wages are paid to ‘‘honorary”
employees in the manner outlined below. ‘‘Honorary” employees are
those who have been continuously in the employ of the company for
4,500 hours (2 years), and who have contractually agreed to deposit
with the company all stock they may receive as ‘‘remsining’’ wages..
“Partial” wages are here understood to be the customary wages paid
to the same kind of labor in similar establishments; the ‘‘remaining”
* wages, which seem to be regarded by the firm as being in the nature
of deferred wages, are to be considered the share in profits.

" To determine the profits and the ‘“remaining” wages of the year,
an inventory is taken on January first of each year, of all assets,
excluding accrued interest, and all liabilities, including stock-purchas-
ing fund * and sinking fund, and the face value of stock outstanding.

In case of a loss it is to be drawn from the sipking fund. Profits are
to be distributed in the following manner:

lmmymmmmmmmumyw-ﬂmmmpuu
remaining wares and exirs preferred dividends. Whatsver Is taken from the purchasing fuxd fo bay

stock 18 distributed st the end of ths year in remaining wages and extrs profarred dividends.
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(1) A dividend of 5 per cent, payable in advance out of the sinking
fund, is received by the preferred atockholders; thus the first charge
is used to recoup the sums taken out of the sinking fund for dividends
on preferred stock.

(2) Five per cent dividend is then to be paid on the common stock.

(3) Five dollars are paid into the stock-purchasing fund for every
share of stock on deposit with the company.

(4) Ten per cent of the amount then remaunng is paid into the
ginking fund.

(3) The other 90 per cent is paid to the preferred stockholders as
an extra dividend and to the “honorary' employees as remaining
wages, the amounts paid to each individual being in proportion to
his dividends or his “partial”’ wages, as the case may be. Nine-
tenths of such extra dividends or “remaining” wages is paid in com-
mon stock, the remaining one-tenth in cash, on December 1 following.

If, in any year, the amount of the extra preferred dividends and
“remaining’’ wages is greater than the regular 5 per cent preferred
dividend and the “partial’’ wages, such surplus goes to the stock-
purchasing fund.

An employes ceases to be an *honorary” employee and thereby
relinquishes his claims upon “remaining’ wages if he sells his stock
or draws it out of depuosit, leaves the employ of the company, or is'
discharged, or is absent for a week or more without leave. He also
forfeita the cash part of his bonus if he leaves the service of the com-
pany or is discharged before October 1. If an employee is engaged by
a competitor or works for himself or for others for five years, his stock
may be purchased by the company without his consent.

After 25 years of service employees may retire; such employees
may retain their shares as long as they are on the retired list and
continue to reosive the sum of $3 per share annually, in addition to
dividends, toward the purchase of thesame. Payments are made out
of the stock-purchasing fund and must not exceed 15 in number.

Only active employees may deposit their stock with the company
under the purchase contract. Employees permanently injured or
contracting a fatal iliness may not deposit their stock after such
injury or after the beginning of such illness.

The profitsharing plan as outlined above applies only to em-
ployees working in the main factory at ———-— and does not
include salesmen or employees away from the main plant. A gimilar
but less liberal form of profit sharing s practioed at the branch
houses of the firm.

Hmmthnmpmduoodmfullthotextofthnplm

(1) Remolved, That the preferred stock be paid a § per cent annnal dividend quer

terly in advance an the 1st day of January, April, July, and October, the sazos to be
taken from tha sinking fund.



40 BULLETIN OF THE BUREAU OF LABOR BTATISTICS.

(2) That the employees of the factory proper be paid partial wiages weekly and
office employees partial wages at the end of each month, which shall be full com-
Pensation for their eervices until they are entitled to remaining wages (seo pars. 9,
20, 21, and 22); the remaining wages of the honorary employeee to be fixed at the
end of each year after the results of the year gre known.

(3) To determine the remaining wages an inventory ehall be taken January 1 of
each year of all assets, excluding accrued interest, and all liabilities, including stock-
purchasing fund (see pars. 7, 10, 11, 12, 32, and 34) and sinking fund (see par. 8) and
the face value of stock outstanding without deducting the indorsements on stock on
deposit.

(4) In-case the liabilities exceed the assets, the loss shall be drawn from the sinking
fund; but if the assets are greater than the liabilities the excess shall be used ae follows:

(5) 1. To replace the amounts taken from the sinking fund during the year for
preferred stock dividends. (See par. 1.}

(6) 2. To pay a 5 per cent annual dividend on common stock, the same to be paid
quarterly on the 1st day of March, June, September, and December.

(7} 3. To pay into a stock-parchasing fund $5 for every share of stock on deposit
with the company January 1, subject to the purchasing contract. (See par. 26.)

(8) 4. Ten per cent of the amount yet remaining shall be added to the sinking
fund. Nothing shall be drawn from the sinking fund except to pay preferred stock
dividends and losses in a year's business.

(9) 5. The other 90 per cent shall be paid to the preferred stockholders as an extra
dividend, and to the honorary employees of the company December 31 (see pars,
20, 21, and 22) as remaining wages; the amounts going to the several individuals to be
proportional to their 5 per cent dividend on their preferred stock and their wages aa

~honorary employees at their partial hourly wage rates. Nine-tenths of the total amount
paid as extra preferred dividend and remaining wages ghall be paid in common stock,
fizured at par as soon as possible after the inventory is completed and the other one-
tenth shall be paid in cash on December 1. (See par. 24.)

{10) In no year shall the amount paid in extra preferred dividends and in remaining
wages exceed the partial hourly wages and the regular § per cent preferred dividends.
If the amount to be paid should be greater, the excees shall be added to the stock-
purchasing fund.

(11) The stock-purchasing fund shall be increased by the amount each purchase of
stock by the company is leas than par.

(12) The stock-purchasing fund in excees of five times the }ast annual indorsement
on retired employees’ stock (see par. 32) may be used to purchase stock on deposit.
(See par. 34.)

{13) The stock-purchasing fund ahall not be used for other purposes than described
in paragraphs 12, 32, and 34.

(14) No stock certificates shall be ismed for less than $100. The fractional amonnts
due in stock, which can not be imued in full shares, shall be known as stubs and com-
bined into whole shares and scld at the annual meeting to,the employees, owners of
preferred stock, and the company.

(25) The number of aharee 8o sold ahall be the eum of the stube divided by 100, Ieu
the decimal.

(168) Each bid shail be in writing and give the name of the bidder, the pumber of
ghares he will purchase, and the price he will pay per share.

(17) The highest bidder shall be awarded the number of sharee he has bld for; the
next highest bidder his, and aq on, untif all the shares are disposed of. Should there
not be sufficient bids to take all the stock, then more bida shall be asked for and the
directors may instruct the secretary then to put in a bid for the company. The bidding
shall continue until all the shares are sold.
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(18) The proceeds of the mle shall belong to the company and they shall pay the
iub owners such a per cent of the face of their stub as the total amount received for
the stub shares bears to the total {ace value of-the stub sharea sold.

{18) On March 1 the stub shares shall be iprued and payment for them received by
the company and amounts due the owners on etubs paid.

{20) Any person who haa been continuously in the employ of the company at the
lactory for 4,500 houre and has contracted to place on depoait with the company sub-
jsct to the purchase contract (sea par. 26) all stock he may receive ss remaining
wages shall thereupon bacome an honorary employee.

(21) Any person shall be deemed to have quit the employ of the company who has
absented himself from his work for one week or more, without first obtaining leave of
abeence from the superintendent.

(22) Any person who shall sell any of his stock or draw it out of deposit (see par. 35),
who quits the employ of the company or who has been discharged ceases to be an
honorary employee and is not entitied to remaining wages for that year unless rein-
rtated by a vote of the directors. .

(28) The fixing of all partin] wages and salaries, and the hiring and discharging of
amployeea shall be done by the general manager, superintendent, or such other officer
as the company may deaignate.

(24) Any person who shall quit the sarvices of the company or be discharged prior
to October 1 in any year shall forfeit the cash due him on December 1 for remaining
wages. (Seo par. 9.) Thia does not apply tnpammgomgontothemmd List.

(25) Any employee whether at the factory in ---——--—-- or elsewhere may depomt
hia stock with the company and receive the banefita resulting from a0 doing by signing

the following contract:
PURCHASE CONTRACT.

{(26) Contract between the Co. of , hereafler designated ns the com-
pany and —— of » hereafter deaignated as the owner.

{27) This certifios that the owner has deposited with the company —— shares of
the — Co.’s common stock herewith attached under the following conditions:

(28) The owner sgrees that when he sells this stock, he will sell to the company at
the market price loss all indorsements ' made on it.

{39) The market price shall be determined by the directors by adding together the
amounts received for the last 100 shares of the stock eold for cash, the price of which is
definitely known, snd dividing by 100. -

(30) The owner agroes that the company may, by vote of the directors, purchass
this stock without his consent at the market price when he enters the employ of a
competitor o has engaged actively in work for himself or for others for five years,
(Beo par. 39.) ]

(31) If the owner works for the company until he retirce nnd does not sgain actively
engage in work for himself or for others, then the company may not purchacs the
stock without the owner's conssnt so long as he lives,

(32) In considetation of placing this stock on deposit nnder contract to sell, the
company agrees to pay March 1 of each year from the stock-purchasing fund (see para.
7, 10, 11, 12) to the owner, after he is retired and mo long as the owner's name con-
tinues on the retired list, $5 per share toward the purchase of the eame, but the com-
pany will not make more than fiftesn payments or & total of $75 per share.

(33) In cass the stock-purchasing fund is not sufficient to indarse $5 an every share
satitled to the indorements, the directors shall decide what shares shall be ekipped.

(34) The company agrees to purchase this stock whenever the owner requests it at
the market price, leas the indorsements if the market price is not above par, and if
they have money in the stock-purchasing fund to purchase with.

I By “ tndorssment,* o stated in par. 38 of the plen, b Eeant the 35 por share Benlisged in por. 32
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(35) In cese the owner makes a written request to the treasurer for the company to
parchase this stock and the company does not purchase in thitrty days, then the owner
may take the stock out of depoait by paymg back to the company the indorsements
and $5 per share.

(36) If the market price at the time tl:u.s stock is eold is less than the indorsementa,
it ehall not be necessary for the owner to refund anything to the company,

(37) The Iact that indorsements have been made on the stock, even the full amount
of $75, ehall not prevent the owner from drawing his full common-stock dividends nor
voting his shares.

"(38) When the owner has worked for the company 25 years, ho may retire and his
name shall be placed on the retired list and can not be removed so long as he does not
again engage actively in work.

{39) This matter of again engaging actively in work is to be decided by the directors
on the merits of the case. In general, a man who earns annually less than one-half
the living expenses of himself and those dependent on him shall not be considered
engaging actively in work. :

(40) Persons who have been in the employ of the company 20 years, persons 60
yeare old, and persons whe have been injured at the company’s work to such an
extent thut they can no longer earn a living may be retired md their name placed on
the retired list by the directors.

EXPLANATION,

Asan example of what the new resolution will do for employees, supposesa man begins
to work when he is 28 and gets his first stock when he is 30 years old.  If for 25 years he
receives an average of three shares of stock 8 year he will when he is 55 have $7,500
of stock. If he then retires his income from the dividends on the stock will be $375 a
year and from the $5 a share indorsements it will also be $375 a year or a total of $750 &
year. This will continue for 15 years or until he is 70 years old, when the indorsements
will cense but the $375 dividends will continue as long ae he lives,

The money set aside for the stock-purchasing fund is only temporarily withheld
from being paid in remaining wagee and extra preferred dividends. Whatever is
taken from the purchasing fuud to buy stock is divided up at the end of the year in
remaining wages and extra preferred dividenda.

The interest on the $5 indorsements, from the time they are made until the stock
on which they are made is bought is a drsin on the annual division, but it is proba- -
bie the profit in purchasing stock below par will offset thia several times.

It is not expected that the purchase fund will be more than sufficient to pay the
indorsements on retired employees’ stock and to purchase stock thrown on the market
through death and broken health. Btock thrown on the market by able-bodied men
quitting, panicky times, and bad years in our business, will have to be purchased
with the company’s other resources, withdrawn from depoeit and sold outside, or
remain unsold. When there is stock waiting to be purchased and the purchase fund
is not sufficient to purchase all of it, then naturally the stock with }he most indorse-
ments would be purchnaed first.

After bad years in our business and in panicky times probably much stock will
be on the market. Then outside buyers will be scarce and offer less than the prices
determined sccording to paragraph 29. This price will therefore then be higher than
the true market.

The company does not bind iteelf to buy atock except when there is money in the
purchasing fund with which to buy. (See par. 33.)

i there is nothing in the purchasing fund to purchase with, then the company
may, if they sce fit, use such other funda as they may have to purchase stock on or
off depceit and offer any price they may aeeo fit. -

1¢ the company were to buy all of ita stock at par it would have to sell all its notes,
marigages, bonds, merchandise, buildings, and land and go out of business.
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Each share bought reduces the size of the company $100. They must make improve-
ments and they should use so much of their annual gain for improvements and expan-
gion as seems wise, and only what is left to buy stock. At present the purchasing
fund provided for by the by-laws seems to be all that should be set aside annually
for that purpose. Ii &an be increased or diminished as future experience seems to
indicate. .

It should also be observed that only that part of the purchase fund in excess of
five times the last annual indorsement on stock on deposit can be used to purchase
stock.

Should it happen for a series of years that the company did not make even enough
to pay its common-stock dividends, yet the purchase fund would be sufficient to pay
the indorsements on retired employees’ stock for about five years and maybe much
longer as the company might, duringthis time, accept some desirable bargains in stock
and pay for them with funds other than the stock-purchasing fund and whatever the
purchase was below par would be added to the purchase fund and make more indorse-
ments possible on retired employees’ stock.

Only active employees may deposit their stock with the company under the pur-
chase contract. Employees permanently injured or contracting a fatal illness may
not depoait their stock after such injury or after the beginning of such illness.

The following table shows the profit-sharing dividends on earnings
paid to participating employees since 1899, by years:

TABLE 15.—PER CENT OF EARNINGS PAID AS DIVIDENDS IN PROFIT-SHARING PLAN,
BY YEARS, 1899 TO 1914.

]()ividen(% ]()ividand ]E‘.lividen(% {)ivideng

per cen cent er cen! cen

Year, D Year, gf;am_ Year. D o Year, 4I{F:arn-

ings). ings.) ings). ings).

60.3 68.1 100.0 {1941, . ... 47.0
82,7 28,6 RO 12 L 75.0
73.8 91.1 100.0 | 1913, ......... 70.0
88. 4 120, 0 1000 || 1914 ... 80.0

-The lowest dividend paid, 28.5 per cent, was paid in 1904, while
the highest, 120 per cent, was paid in 1906. Fourteen times out
of sixteen the percentage dividend on wages exceeded 60 per cent
of the regular earnings of the participants.

The table following shows the proportion of the total employees
participating in the profits each year since 1899:

TasLE 16.—NUMEER AND PER CENT OF EMFLOYEES PARTICIPATING IN PROFITS,BY '
YEARS, 1809 TO 1914,

Employees pagttiei- Emg)!oy{ogs pglf-‘:;ici-
Al rofits,
Year Total em- pating in profits. Year Total emd_ P Ing in profits
' ployees. ' ployees.
Number. | Per cent, Number.| Per cent,
55 34 61.8 142 72 50,7
55 45 8L8 138 97 70.3
65 &5 8.6 153 98 64.1
100 jo 53 53,0 161 106 65,8
79 51 646 154 124 80,5
90 64 7.1 149 118 7.9
96 64 86,7 154 i1 6.0
120 64 63.3 161 113 70.23
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The percentage of the total employed that participated in the
distributed profits during the period of 1899 to 1914 varied from
50.7 (the lowest) in 1907 to 84.6 (the highest) in 1901. In the dis-
tribution of 1914, 113, or 70.2 per cent of the total employed, parti-
cipated. Over 80 per ¢ent of the participating employees during
that year were engaged in mechanical and manual occupations.

On Dscember 31, 1914, as a result of the working of the plan,
employees of the company held 67.8 per cent of the entire common
stock, being in the possession of 54.1 per centof the entire capitaliza~

tion of the concern.
PLAN NO. 6. .

Under the plan presenbed below it is the usual practice of the man-
agement to invest the accumulated shares of profits of the individual
participants in the common or preferred stock of the company at
the prevailing market quotations,

The bonus, or. “premium” as it is called, credlted to employees is
a percentage of their total salaries or wages for the past year equal to
the rate of interest paid on capital for the same year.

Whenever the acoumulated * premiums” are sufficient to buy one
or more preferred shares of the capital stock of the employing com-
pany at the then market price, the president of the company may
either (1) pay to the employee in cash the amount of such premium
or premiums, or (2) may purchase one or more such preferred shares
for the employee; the latter form of ‘‘premium” payment is invari-
ably adopted. Any balance remaining to the credit of the employee
after such shares have been purchased bears 4 per cent interest.

~ Only those employees who have been in the employ of the com-
-pany for one year before the beginning of any fiscal year take part in
the apportionment which is made; thus an employee must be two
years with the company before he receives any part of the profit-
sharing fund.

The directors, with the advice of foremen and ‘““others in a position
to judge,” determine which of the employees are entitled to receive
premiums, which should include those who have shown *the greatest
regularity, intelligence, and energy in the company's business’’;
likewise the board of directors reserves the right to fix at their dis-
cretion the number of profit sharers,

The company believes that these restrictions are very neceesary
to the suocess of the scheme, as they prevent ““the employees from
aocepting the apportionment merely as an increase of their salary,
instead of a reward for actual merit applicable only to the best
employees.”

Employees discharged or voluntarily leaving the service of the com-
pany before the end of the fiscal year forfeit their rights to premiums
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for the current year, but receive any balance due them for premiums
of the previous year,

Shares bought for employees are their ubsolube property, and they
may sall them at any time,. An employee mtandmg to sell his shares,
however, is obliged to notify the company in writing on a blank
espeacially designated for that purpose, and if the sale does not meet
with the approval of the directors, the employee selling the stock may
" be dropped from the list of profit sharers for at least one year.

Additional cash payments toward the purchase of the stock may
be made by the employee, such payments drawing 4 per cent interest.

In 1911 the company invited the nomination, on the part of the
profit-sharing employees, of a represontatwe of their own selection
to serve on its board of directors.

‘Since the date of the origin of the plan, dividends on annual earn-
ings ranging from 7 per cent (the lowest) to 9 per cent (the
highest) have been paid. No figures showing extent of participation
from the inception of the plan to 1910 are available, The following are
the peroentages of total employed that have participated in the divis-
ible profits sinoce 1910: In 1911, 84.5 per cent; in 1912, 49.8 per cent;
in 1913, 56 per cent; and in 1914, 62.6 per cent. As a result of the
workings of this plan for a period of eight years, 1907 to 1914, 3,147
shares of common stock of the company, valued at over $280,000,
have been acquired by the employees.

PLAN NoO. Y.

The founder and principal owner of the business in which plan No,
7 has boen in operation for more than 25 years is considered one of
the foremost studonts of the problem, His plan is £aid to embrace
the most suocessful method used in the application of the profit-
gharing principle in business and industry.

The plan as it stands at present—1915-—contains the following
principal features: (1) Capital reccives only what is considered a
modarate return; (2) the surplusage of net profits over and above the
return on oapital is to be distributed to participating employess and
consumers, but this surplusage does not automatically go to the
boneficiaries of the plan, It goes instead to a so-called surplus fund
out of which the moneys to be distributed, in amounts to be deter-
mined at the end of each year by the president of the company, are
tuken. As s result the fact that as a rule not all the available profita
are distributed, the amount of money that has accumulated in the
fund mentioned is at the present time equal to about one-half of the
entire capitalisation of the company. This fund presumably belongs
to the company. Thus, as & matter of actual practice, not all of the
profits of the company over and above the specified return on capital
are utilized for profit-sharing purposes.
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 'The original plan of this company provided that after allowing 7

per ¢ent interest on the capital invested the remaining profits should
be divided between capital and labor on the basis of the total capital
invested and the total amount of wages paid, each employee’s share
being in proportion to his earnings for the year. Only employees
who had been in the company’s employ six months or more were
to share.!

Originally the shares of profit were paid in cash or, at the option of
the employee, stock was issued to him., After three years the rule
was adopted by the company to pay the whole share in stock, which
system is still in vogue. Dividends on profit-sharing stock are paid
in cash. This applies to stock certificates as well as to stock for which
no certificate has as yet been issued.

The most important change of all in the general nature of this plan
occurred in 1905 by the elimination of extra dividends above 6 per
cent to capital and the substitution of profit sharing for consumers
on the basis of the gross profits on the purchases of the individual
consumer during the year.

Under the plan as amended in 1905 and still in force, capital is to
receive a fixed rate of interest, 6 per cent; provision is made for de-
preciation, bad debts, and the creation of a surplus fund out of which,
at the discretion of the firm, shares of profits are to be paid to employ-
ees and consumers on the basis specified in the preceding paragraph,

Employees’ shares of profits under this plan are termed * dividend,
credit balance.” Since 1905 the profit-sharing balances accumulating
during the first three distribution periods are being transferred to the
employees in common stock of the company in amounts corresponding
to accumulated profit-sharing dividends. Thus an employee receiv-
ing his share of profits for the first time in January, 1911, would get
only credit balances on the books of the firm until January, 1914,
when'a certificate of stock would be given to him for the accumu-
lated amount. During these three years, if he leaves the service,
voluntarily or by discharge, he loses all the profit-sharing credit
balances accumulated during the entire periods, retaining, however,
the cash dividends of 6 per cent which are paid to him on blocks of
stock corresponding from time fo time to his credit balances. Em-
ployees leaving the employ of the firm after having been under the
plan three years or more retain their acquired stock and may dispose
of it at pleasure,

Originally shares of profit were paid all in cash, but since the second
year, in order*‘to make the profit-eharing plan assure an increasing per-
manency of the working forcs,” shares are being paid all in stock. As’

1 At the presant tims the teamstars employed by this company in eormection with its main commercial

office ure exelnded from the bensfita of the pian beosuss through unlonizsiion and subssquent strikes
thair wages are © auosally high
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stated, after three years certificates of stock are issued fo employees
in amounts aggrogating acoumulated profit-sharing dividend balances
up to even hundreds of dollars. Balances above even hundreds are
ocredited subsequently to employees’ accounts for a year or two and
frequently canceled—that is, forfeited, as far as employees are con-
cerned. It must be stated, however, that before any part of the so-
called credit balance is canceled, the employee is given an opportunity -
to pay in the additional amount up to $100 that will buy a share of
oommon stock of the company at par. As a matter of practice, if
the balanoce to be pmd in cash by the employee is not over $25 or $30
he pays it, thus aoquiring an additional share of stock. If the amount
to be paid in cash is over $25 or $30, employees usually prefer to
forfeit the balance. The common stock of the company in which
shares of profits are paid is not listed on any stock exchange—that is,
is not on the market, It is issued to participating employees at par,
$100, and bears 6 per oent interest. Ita actual value at the present
time, based upon assets of the corporation, is about $160.

One of the recent provisions of this'plan prohibits employees while
still in the employ of the company from selling their profit-sharing
stock, In cases of real urgency and upon application made by indi-
vidual employeee, the company sometimes buys the employees stook,
in whole or in part.

*Although, in a general way, all the details of the pla.n were formu-
lated in 1905, as a matter of practios’ the one factor definitely fixed
is that specifying that after all expenses, including 6 per cent on
capital, are paid the remaining net profits are to go to a surplus fund,
which is cumulative from year to year and out of which the divisible
profits are to come. The specifie amount to be distributed is
determined by the company at the end of each distribution period
and depends chiefly upon ‘‘general prosperity of the business.” As
a matter of fact, the management in determining the amount to be
distributed is usually guided by the profit-sharing dividend paid the
your before. At times, when the company, on account of a poor
business year, can not pay a oonsiderable dividend, the surplus
moneys acoumulated in the above-mentioned fund may be utilized
to sugment the dividend of the current year. As will be shown below,
this was done in 1904. It was stated, however, that the fund is to be
utilized. only to the extent of about one-tenth of the total contem-
plated distribution for any specifio year.

Since 1905 only about two-thirds of the nominally divisible profits
ware actually pud out to participating employees and consumers.
There thus remains on hand a surplus fund of $750,000, equal to about
one-half of the total capitalization of the company. This fund, ao-
cording to the statement of the culnpany, may be utilised in the
manner following.
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1. To meet general emergencies—commercial, financial, or other-
wise,

2. To augment, the available amount of money for purposes of
distribution among employees and consumers.

That the former utilization of this fund seems to be the paramount
one may be inferred from the fact, mentioned elsewhere, that in 1914, -
with this fund amounting to over half & million of dollars, the annual

-proﬁts of the company were not considered sufficiently large to war-
rant a profit-sharing distribution,

No statistical data illustrating the workings of the plan between
the year the plan was put into operation and 1896 were available.
In the first year employees of the company were notified that the net
profits of the business, *‘ after allowing a commercial rate of interest on
capital,” would be apportioned equally between capital and labor,
“to the first upon the basis of the investment and to the second upon
the basis of the earnings of the participating employees.”. Owing to
the big strike on the railroads the first year proved to be a very
lean one and the profits made during that year allowed a profit-
sharing dividend to the employees of only 5 per cent. The next years
dividend of 10 per cent was paid. It was then announced that there-
after profit-sharing dividends would be paid in common stock. The
dividends continued at from 8 to 10 per cent until 1892, when they
fell to 4 per cent. Because of the disturbance of business due to the
panic of 1893 no profits were paid till the end of 1904, when a retro-
active 4 per cent dividend on the earnings of employees for the period
of 1896 to 1904 was declared. The following table shows the profit-
sharing dividends paid- to participating employees under the plan
since 1905:

Tasiz 17.—PER CENT OF EARNINGS PAID A8 DIVIDENDES UNDER THE FROJFIT-
SHARING PLAN, BY YEARS, 1906 TO 135,

Divi Divi-
dands dends
Year. (per cent Yeoar. (per cont
of earn~ of earn-
ings). ings).
IN0S... covcererres 15 10
1906, ... cvurinuana 25 10
1907... 30 15
W08 ... .. 20 10
I0.....craeiinee. - 20 10
1 No dividend paid in 1914.

The highest per cent of dividend ever paid under the plan, 30 per
cent on the annual earnings of the participants, was distributed in
1807. During the year 1914 the profits of the business were not con-
gidered sufficiently large by the management to warrant a profit-
gharing dividend. In 1915 a profit-sharing dividend of 10 per cent
was distributed.
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The records of the company, with the exception of those for the
years 1913 and 1915, do not permit any detailed analysis of the extent
of participation in all of the branch establishments of this company,
located in different parts of the United States. For the above-men-
tioned two years the percentages of the total employed that partici-
pated in the distributed profits were 67.7 and 74, respectively, Slightly
over three-fourths of the participants in 1915 were engaged in occupa-
tions other than executive, clerical, or sales—that is, belonged to
the mechanical and manual forces of the organization.

The following table shows the extent of participation in the com-
mercial and manufacturing departments of the main plant of the com-
pany during the five years ending December 31, 1915, and in the
establishment as a whole for 1913 and 1915:

TABLE 18.—NUMBER AND PER CENT OF EMPLOYEES IN THE MATN PLANT PARTICE-
PATING IN PROFIT SHARING, BY DEFARTMENTS, AND PER CENT OF TOTAL EM-

FLOYEES PARTICIPATING, BY YEARS, 1911 TO 1915,
. .

Main plant.

Commercial department. Manufacturing department, ];;:rtgetglt

Year. | pioyees
Average Particiggtu;g in Average Parﬁciggtmg in | partici-
number profit sharing. number | °™ it sharing. Dating.

» em-
ployed. | Number. | Per cont. | P17 | Number. | Per cent.

138 117 84.8 269 239 8.8 (1;
137 114 83.2 267 231 8.5 &
142 9| 697 244 224 918 67.7
19158 ..., P . 140 117 83.6 216 210 91.2 74.0
1 Not reported. ¢ No dividend paid in 1914,

The proportion of the total employed in the commercial department
of the main plant that participated, clerical and commercial em-
ployees mostly, varied from 69.7 per cent (the lowest) in 1913, to 84.8
per cent (the highest) in 1911. The proportions in the manufacturing
department participating—all manufacturing ‘employees—were con-
siderably larger, the lowest having been 86.5 per cent in 1912, and
the highest 97.2 per cent in 1915. In 1914 no dividends were paid.

The relatively larger permanency of the manufacturing employees,
as shown by the higher proportion of participants among them—the
only prerequisite for participation being continuons service for six
months—may be accounted for by the fact that the company in con-
nection with this manufacturing department is carrying on numerous
schemes of welfare work and coopera.tlon for the benefit of the em-
ployees, the city in which the plant is located being one of the very
few cooperative colomes in existence in the United States at the
present time.

56831°—Bull. 208—17——4
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For the years 1913 and 1915 the extent of participation in the
establishment as a whole is shown, no complete data being available
for other years. The proportions part.lclpahngwem somewhat lower

- than in the commercial department of the main plant and considerably
lower than in the manufacturing department of that plant. Over
_two-thirds of the total employed participated in the profits distributed
during the year 1913 and nearly three-fourths during 1915.

The following table shows the respective proportions of the out-
standing common and preferred stock of the company that were
owned by employees, chiefly as & result of the operations of the profit-
sharing plan, on December 31, 1915.

Tapix 19.~AMOUNT AND PER CENT OF STOCK waﬂb BY EMPLOYEES.

Numbe'

Btock owned by e
Pployees. of em-
Eind of stodk. Outstanding ployees
Fer cent owning
Amount. | ocay | stock.
COmMMON. . ..o nenaniesraaranccasaiem e comaramsamsnns] $1,019, 300 $200, 150 2.4 ag
Profereld, . e enreeerersaamrmmsransa e s mm e 133, 500 16,275 123

Of the total issued common stock 26.4 per cent, and of the total
issued preferred stock 12.2 per cent, was in the possession of em-
ployees of the company on December 31, 1915. Of the total number
employed 420, or about 60 per cent, were stockholders of the com-
pany on the mentioned date. Employees thus owned and con-
trolled 24.7 per cent of the total capitalization of the company.
Inasmuch as preferred stock may not be acquired as shares in the
profits (all such shares being paid in common stock) the proportion
of the total capital of the company acquired by its employees through
the operation of the profit-sharing plan is 23.3 per cent, or nearly.
one-fourth.t

) PLAN No. &

The significance of plan No. 8 lies in the fact that it is the only
plan in operation in the United States at the present time under
which the participating employees have to obligate themselves to
participate in the possible losses of the business, the entire arrange-
ment taking the form of a legal obligation on the part of all concerned.

In order to insure the covering of the poesible losses the agreement
provides that participating employees are to permit the company
_to retain 10 per cent of their regular earnings until the end of the
distribution period, when the results of the year’s business may be
determined. In the opinion of the management, the Iatter provision

 In 1915 the founder of this ooneen and orfginator of the profit-sharing pisn sbove described established
in New Orieans a “Grooery and beling ecoperstive amociation. The smploysss of this sesociation

were put on s profit-sharing basis: Twenty-five per cent of all the net profits of the business, spportionsd
upom the basls of eamings, are o be distcibarted to tiem st the end of sach bumines ywar. .
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eliminates from participation employees earning less than $600 per
year, inasmuch as such employees can not afford to have one-tenth
of their income retained for a period of 12 months. On the other
hand, ‘‘employees earning, say, over $1,200 do not take any interest
in the plan bechuse the possible profits do not appear large enough
to them.” Thus the operation-of the plan has been confined chiefly
to employees whose earning power is somewhere between $600 and
$1,200 per year, to the more skilled members of the manufacturing
force, to foremen, and to clerical employees.

In order to ascertain the net profits, all expenses, inoluding depre-
ciation of buildings, tools and machinery, and bad debts are deducted
from the gross profits of each year; 6 per cent interest is then paid
on the capital invested, and the balance is divided between the com-
pany and the participating employees in such proportions as the
total capitnl invested bears to total wages, the share of each employee
being in proportion to his earnings.

In case of a net loss (dividend on capital not being figured) it is
to be shared between the company and the participating employees
in the same manner as profits are shared, but under no circumstances
is any participating employee responsible for an amount greater than
the amount reserved from his wages.

Employees may withdraw from the agreement or from the com-
pany’s employ at any time, but in such instances the company
reserves the right to hold the wage reserve fund until the end of the
year, such employees sharing in the profits or losses. The com-
pany may at any time discharge an employee and require him to
swrrender his contract, but the employee is given the option to with-
draw his reserve wages or leave them to participate in the results of
the year. Should there be shortage of work, employees signing the
agreement are not to be laid off, but the hours of labor are to be
reduced.

With certain restrictions employees may, through a public account-
ant, inspect the books of the company.

The profit-sharing dividends received by employees under the plan
since 1910 Wwere as follows: In 1910, 6.4 per cent;in 1911, 4.5 per cent;
in 1912, 3.9 per cent; in 1913, 7.5 per cent; in 1914, 6.7 per cent;
and in 1915, 1.4 per cent of the earnings. At no time during the
existence of the plan did the proportion of participating employees
exceed 35 per cent of the total employed. Over one-half of the
participants in 1614 belonged to mechanical and manual occupations.

The agreement drawn up between the company and its proﬁt-
sharing employees is herewith reprinted in full.

This article of agreement, made and entered into this —- day of , one
thousand nine hundred and -, by and between the Co., party of the first

part, and the signers hereto, all employees of said company, party of the second
_ part, witnesseth aa follows: '




592 BULLETIN OF THE BUREAU OF LABOR BSTATISTICS.

First. It is agreed that the party of the first part and the party of the second part
ehall share the profita and lomes of the business of the Co. so long as they
are both parties to this agreement.

Second.- The profit shall be ascertained as follows: The inventory of the lst of
February past shall be taken as the starting point, and an inventory shall be taken
in the same form on February 1 each year thereafter. From the grom reeults thus
obtained shall be taken ail expenses of every kind, including depreciation of build-
ings, tools and machinery, and bad debts, and the results of the above shall be con-
sidered the net gain or loss, as the case may be. If the result thua shown shall be
gain, the capital actually invested, as shown by the itiventcry at the close of each
year, shall first draw 6 per cent interest (or in case there'is Jess than that amount,
shall draw what net gain there is in liquidation of its claim), the balance then re-
- maining shall be divided between the party of the first part and the party of the
second part in such proportions as the sctual capital invested in the business bears
to the total wages of the party of the second part for each current year. The total °
amount coming to the party of the second part ehall be divided among its individual
members as the year’s earnings of each bear to their total earnings.

Third. For each current year one-tenth of the wages of each of the parties of the
second part shail be withheld by the party of the firet part weekly; and in case there
has not been a net loss on the entire business of the year this resarved money, together
with his ahare in any accrued profit as fipured above, shall be paid to each of the
parties of the second part on or before March 1 of each succeeding year.

-Fourth. In case there should be a net loss made on the business of the year with-
out figuring any dividend for capital as above provided, this loes shall be divided
between the party of the first part and the party of the second part in the same manner
as described for dividing profit; but the party of the second part in no case shall
becomse responsible for losses greater than the amount reserved from his wages.

Fifth. Other employees of the Co. may become parties to this agreement
after this date on invitation of the party of the first part; but the computation of their
ghare shall be figured only on wagea earned after the date of their signature. Any
party of the second part may withdraw either from this contract ¢r from the com-
Pany’s employ at any time, but the party of the first part holds the right to retain
hie reserve until the expiration of the current year; and if mid reserve ia held its
owner shall share in profita or losees at the expiration of said current year, but in no
case can any party of the second part share in the profite or losses unless his reserve
has been retained until the end of the year except as provided in article seventh,

Sixth. The party of the first part can at any time discharge any party of the second
part from its employ and require him to withdraw from this contract; but in such
case anid party of the second part shall have the option to withdraw his full reserve
or to leave it until the end of the year to share in reeults as above described.

Seventh. It is further agreed by the party of the first part that no party of the
second part shall be temporarily retired from work =0 long aa the party of the first
part has any work of the kind eaid party of the second part is accustomed to do; but
if there should be a shortage of work in the hands of the party of the first part it shall
reduce the hours of work and eo divide the work between the parties of the second
part. If at any time any party of ¢he secopd part should become sick or incapaci-
tated to perform his duties, and has the certificate of a reputable physician that he
is eo incapacitated, after two weeks’ duration of mid sickness mid party can draw
on his reserve wages at a rate not greater than $6 per week without affecting his inter-
eots in the profite at the end of the year. Further, if any party of the second part
should become injured cn account of any sccident while in the employ of the party
of the first part, mid party of the first part shall, ntmownexpenae, provide bim
with a competent pbysicisn or surgeon after application is made to it stating that

such services are needed.
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Eighth. If any of the parties of the second part wish to inquire into the accuracy

f the annual report made to them by the party of the first part, the books of the

of the first part shall be opened for inspection by any reputable public account-

t employed by the party of the second part, provided such accountant will agree

#o confine his report to the statement that the company’s report was or waa not cor-
t; and if not correct, ehall fully define its error. .

Ninth. It is agroed that all differences and disputes resulting from the cperation

this contract ahall be settled by arbitration.

PLAN NO. 9,

Under the following plan employees, aside from participating in
'one-fourth of the net profits over and above & specified return on
.the investment, are also permitted to invest their small savings in
ithe business and receive dividends on their investment equal to the
dividends paid on the other capital invested. For the latter purpose
‘the company issues at par to its employees so-called profit-sharing
‘certificates in denominations of $50 under the following conditions:
Certificates are to draw interest at the rate of 6 per cent per annum,
payable semiannually, and to be subject to redemption and recall,
upon the written notice of the corporation to the owners, at par,
plus interest at 8 per cent from date of last interest payment. The
certificates must be surrendered by employees whenever they ter-
minate their connection with the company.

In addition to the rate of interest upon the so-called profit-sharing
certificates, the holders of such certificatep and all other employees of
the company as well, provided they have been in the service of the
company continuously at least six months, are to share in the net
profits of the business, the profit-sharing fund to be determined as
follows: After paying all the legitimate expenses of the business, in-
cluding -a dividend of 10 per cent on the total capital invested and
on the surplus account, and after paying the above-mentioned per-
centage on the so-called profit-sharing certificates, the remaining net
profits are to be distributed among the following participating ac-
counts in the proportion that each of these is to the aggregate amount
of the accounts that are to participate: (1) Total capital invested,
(2) surplus account, (3) total amount of outstanding profit-sharing
certificates, and (4) wages and salaries of profit-sharing employees.

The basis of the issue of the above-mentioned ocertificates is de-
termined in each and every instance by the management. Such
cortificates may be acquired only for cash, and this in practice limits
the amount for which an employee may subscribe. Employees hold-
ing such certificates receive double shares in the divisible profits, as
holders of certificates on the value of such certificates and as partici-
paling employees on the basis of their earnings. All shares are paid
in cash,

The plan was put into operation as of the business year ending
February 18, 1914. The distribution of the first year was made



54 -BULLETIN OF THE BUREAU OF LABOR STATISTICS.

exclusively on the basis of earnings, inasmuch as no profit-sharing
certificates were as yet issued. A profit-sharing dividend of 20 per
cent on the annual earnings of the participants was paid at the end
of this year. No profits were available for distribution during the
second year, but & substantial distribution is expected at the end

of 1916.
- PLAN NO. 10.

The establishment in which profit-sharing plan designated as No.
10 has been in operation for several years had in 1914 an average num-
ber employed of over 7,000 and is the largest establishment having &
profit-sharing plan. Under the plan, eligible employees receive a
share of the profits equal to one-third of the dividend paid on the
common stock of the company over and above 10 per cent. It is
apparent, therefore, that in a business earning smaller profits the
application of the principle of this plan could hardly result in the pay-
ment, of considerable amounts to the participating employees.

The wage-dividend (profit-sharing) plan of this company, as stated
by the secretary of the welfare fund of the company, is as follows:

The plan is based on the assumption that dividends to common
shareholders up to 10 per cent are the equivalent of the employee's
fixed wage and that cash dividends in excess of that fizure may be -
fairly considered as extraordinary. The plan devised, therefore, pro-
vides that the dividend to wage earners shall be based upon such
extra cash dividends paid to sharehoiders. In arriving at the pro-
‘portion (in the absence of any established standard) all of the factors

earing upon:the problem, including length of service, have been
taken into consideration, and it has been finally decided to fix the
percentage of the wage dividend at 35 per cent of the percentage of
the extra cash dividends paid to holders of common stock, same to
be divided and applied on a period of five years. .

The extra cash dividends paid to holders of common stock in the

ear 1914 having been 20 per cent instead of 30 per cent, as illustrated

low, the wage dividend rate was reduced proportionately from 2.1
per cent to 1.4 per cent. . ‘

Only employees who are on the pay roll at the time the wage
- dividend reports are prepared and who worked the full calendar year
preceding the payment of the dividend are considered, and continuous
service only is recognized. That is to say, any employee who during
the previous five years left and reentered the service of the company
participates only from the time of reentry. Fractions of years over
one year are counted. Pieceworkers participate on the same basis
as those receiving fixed wages.or salaries. Bonuses paid for efficiency
are counted as wages, but payments from the wellare fund are not
so;&reated. having authonity to labor for th i

o person ha authority to engage r for the company is
permitged, in fixing wages, to take intzg account any wage dividends
which may have been or may be received by the employee. )

The trial of this plan does not commit the company to its contin-
- mance, but it may be assumed that if it is continued the wage divi~
dend wi]lkbe proportioned to the extra cash dividends paid on com-
mon stock.
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The following is an illustration of the method employed in deter-
mining amounts of individual shares:

In 1911 the common-stock holdere of the company received a 30
per cent dividend over and above the stipulated 10 per cent. Thirty-
five per cent of the amount representing this additional 30 per cent
dividend was then set aside for purposes of profit sharing—for labor
dividends, as the company calls them. Thirty-five per cent of 30 is
10.5, the dividend on wagea paid to employees with the longest term
of service—five years and over—that is, such employees received as
their Jabor dividend an amount equal to 10.5 per cent of their com-
bined earnings for the five years preceding and including the distri-
bution year. The amount in labor dividends peid to employees with
the shortest length of service eligible under the plan—one year—

was 105‘5, or 2.1 per cent, as no employees with a record of service

ghorter than one year are eligible for participation. An employee
who was in the service 1 year and 10 months and has earned, for
instance, $400 in the firet period and $500 in the second, although
not receiving anything on the earnings of the first 10 months before
becommg eligible, geta & dividend after the second period on the
earnings of both periods, that is, on $400 and $500, or on a total of
$900,

The highest amount upon which dividends may be paid during any
one year is the aggregate earnings of the employee during the last
five years, including the distribution year.

Aside from the minimum qualification of length of service, em-
ployees, in order to participate in the labor dividend, must comply
with the following conditions: (1) Appear on the list of those in
employ of the company on December 31 of the distribution year;
(2) appear on the final dividend list on March 1 of the year following
the distribution period; and (3) be in the employ of the company on
the distribution day, July 1, following December 31 of the distribution
period.

The percentages of the total employed that received profit-sharing
dividends under this plan were as follows: In 1911, 63 per cent; in
1913, 57.6 per cent; in 1913, 67.2 per cent; and in 1914, 88 per cent;
the dividends on earnings paid during the same years having been
7.2 per cent, 6.9 per cent, 7 per cent, and 5 per cent, respectively.
Over 85 per oent of all the participants in 1914 were engaged in
mechanical and manual work. The cost of the pian to the company,
in torms of a percentage of the pay roll of the organization, was: In
1911, 5.2 per cent; in 1912, 4.9 per cent; in 1913, 5.1 per cent; and
in 1914, 4.1 per cent.

The table following shows the total number employed and the
number snd per cent participating for each year since 1911.
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TaBLE m.;NUHBER AND PER CENT OF EMPLOYEES PARTICIPATING IN THE PROFIT.
SHARING, BY YEARS, 1011 TO 1914,

Emplovees ek
| pating in plx?:}i'tu.

Year.
) Number. | Per cent.

4,001 63.0
4,713 57.6
“5.876 67.2
8,466 88,0

The above table shows that the proportion of beneficiaries under
the plan of this company has been on the increase since 1911 with the
exception of one year, 1912, when the proportion participating
decreased-by about 6 per cent.

PLAN NO. 11.

The shares of profits paid to employees under plan No. 11 depend
upon: (1) Dividends over and above 6 per cent declared on capital,
and (2) length of continuous service of the employees, employees
with a service record of three years or more receiving the maximum—
a dividend on wages equal to the extra dividepd paid on ecapital.
Employees in service less than six months do not participate in the
berefits of the plan.

The following are the essential features of this plan as originally
announced to the employees on January 1, 1915:

There will be alowed 6 per cent interest on the capital stock.

After the above ‘fﬂi)er cent interest on capital stock has been paid,
all iEmﬁ,h dividends will be divided between stockholders and employees
as follows:

"All emfployees who have been in the service of the company con-
tinually for three years or more, same percentage as to stockholders.

All employees in the service for two years but less than three years,
two-thirds of the rate of cash dividends.

All employees in the service for six months but less than two years,
one-third of the rate of cash dividends,

Dividends to employees will ba based on the total amount of wages
paid each employee for the year ending December 31.

This will apply to all persons in any department or eapacity who
have served the company six months or over within the year except
those dismissed or discharg;d. _ '

Employees voluntarily leaving the service of the company, or
dlsna.ms%{ or discharged, will forfeit their right to share in any
dividends. - i

Should employees be laid off owinﬁsto lack of work, they will be
entitled to their share of the dividends based on the wages received
by -them during the year. :

In the announcement of the plan it was specifically stated that
“the directors reserve the privilege to change this plan as they may
consider advisable for the best interests of the organization.”
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Over nine-tenths of all employed participated in the distributed
profits at the end of the first year’s operation of the plan. Eighty--
eight per cent of all the participating employees belonged to mechan-
ical and manual occupations and were engaged in the actual processes
of mapufacturing. The average profit-sharing dividend on wages paid
at the end of the year was 6.9 per cent, the cost of the plan to the
manpagement baving been 6.2 per cent of the total pay roll of the
establishment.

PLAN NO. 12,

Plan No. 12 represents a phase of profit sharing that, in view of
the tendency manifested of late by employers {0 engage in sc-called
welfare work, is apparently destined to become more and more popular
among them. - Plans such as this are technically known as * deferred
profit sharing, ” because the payments of the individual shares are
deferred in order to accumulate an amount sufficient to constitute a
pension for the participant after the expiration of & certain period
of service. The pensions accumulating under such plans, however,
are contributory, inasmuch as oie of the main prerequisites for par-
ticipation is that the participating employee deposit with the com-
pany, at regular intervals and for a certain specified length of time,
stipulated amounts, these amounts in conjunction with the profit-
sharing fund of the company being deemed sufficient to constitute
at the end of a specified period a moderate pension for the employee.

The plan, which was established in 1916, provides that, subject to
restrictions, employees may contribute 5 per cent of their monthly
salary and the firm will contribute 5 per cent of its earnings (without
reduction for dividends paid to stockholders) to & fund held by trus-
tees, who will invest the money and have general administration of
its benefits. The following is the text of this plan in full:

PURFOBE.

In order that employees may share In the profits of this business, and to encourage
the habit of saving, the company has decided to contribute annually a sum equal to &
per cent of its net earnings (without deduction of dividends to stockholders), as shown
by the annual audit of its books, to an employees’ savings and profit-sharing fund, e
explained below, which will go into effect commencing July 1, 1916. ‘

Tt is intended that this plan will furnish to those who remain in the employ of the
company until they reach the age when they retire from active service a sum sufficient
to provide for them thereafter, and that even those who achieve s long service record,
but who may not temsain with the company all of their business life, will have ac-
cumulated & substantial sum. This eavings and profit-sharing fund will enasble an
employee 1o secure an income for himself after the close of his active businesa career
or, in cage of his death, for his family.

ELIGIRILITY.

1. Participation will be entirely voluntary.
2. Every employee of Co., regardless of position, will, after three years of
pervice, be eligible to participate in this fund, so long as he remains an employes.
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CONTRIBUTIONS TO THE FUND.

1. An employee in order to participate must deposit in the fund 5 per cent of hia
salary, The company will contribute a sum equal to 5 per cent of its net earnings
(without deduction for dividende paid stockholders), as ehown by the annual audit of
ite books. As this fund starts July 1, the company will for the year 1918 contribute
b per_cent of one-half of the profite of the entire year.

2. No employee may deposit more than 5 per cent of his salary, and in no case more
than $150 per annum; this limit being deemed advisable so that the higher salaried
employees may not too largely participate in the fund.

PARTICIPATION IN THB PROFITS.

1. The contributions of the company will be made annuslly as soon after the first of
each year az an audit of the books will permit, and will be credited pro rata to partici-
pating employees in the proportion which the amount deposited by each employee
during the preceding year for which the company hae contributed bears to the total
amount deposited by all employees during such year.

2. Bo that every employes eligible to participate may have ample opportunity to
carefully consider ite advantages and to enter at its inception, all those joining prior to
September 1, 1916, may, by paying into the fund 5 per cent of their salary from July 1,
1016, ehare in the fund from ita inception as of_ July 1, 1918.

WITEDRAWALS.

1. A depositor who has completed 10 years of service will be entitled to withdraw ail
money credited to his sccount, including the company’s contributions,

2. A depositor who has not completed 10 years of service will be entitled to withdraw
only the amount he has deposited, plus interest at 5 per cent per annum, compounded
semiannually, and no more; except in the case of & woman deposgitor who, after five
years’ pervice, leaves to become married, in which case she will be entitled to her
full ehare in the fund, including the portion contributed by the company; and ex-
cept in the case of the death of a depositor while in the service of the company, in
which case his estate will be entitied to the full amount credited, including the con-
tributions of the company, and the money due will be paid to his legal representsatives.

8. A depositor ehall withdraw upon ceasing to be an employee of the company, or
upon failing to regularly make his deposit.

4. A depositor who once withdraws can not reenter the fund.

5. In any case of withdrawal where a depositor is entitled to share in the contribu-
tions of the company, he will receive the full amount to hia credit, as shown by the
accounting for the preceding year, plus interest at the rate of 5 per cent per annum
and plus such sums as the depositor may have deposited since December 31 of the
preceding year, with interest at 5 per cent per annum.

6. Loans will be made to depositors in cases of actual neceanity and when in the
opinion of the trustees the circumstances warrant it.

MANAGEMENT.

1. The fund will be handled, intrusted, and invested under the direction of & board
of five trustees, to be selected by the board of directors of thecampoay.threotobc
officers or directors and two employees (not officers or directors) of Co. )

2. Itis intended that so far as practicable and sdvisable the fund will be mvasted
in shares of stock of the company, to the end that the depositore may, in the largest
measure possible, share in the earnings of the company.

3. The board of trustees may, from time to time, adopt rulee to carry out the pur-
poses of this plan, and may adopt amendments to the plan; but no change shall be
made in the plan as above outlined unleas the same ia ratified by the vote of & majority
of the depositors. All questions of interpretation of this plan, or amendments thereto,
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the rules pertaining thereto, or relating to Any matter of accounting, valuee, profits,
any other matters or differences which may arise, shail be determined solely by the
'board of trustees, and the decision of the beard shall be fina! and conclusive upon all
concerned.

DISCONTINUANCE.

The fund may be discontinued at any time by announcement of the company,
made at least six months before ita final yearly contribution. After such announce-
ment no new depositors will be eligible to join, and upon the payment into the fund
of such final contribution the fund shall be distributed among all the depositors pro
rata in proportion to their interests as ascertained by the board of trustees.

LIMITED PROFIT-SHARING PLANS,
DESCRIPTIVE AND STATISTICAL SUMMARY OF A SELECTED GROUP.

| The number of establishments sharing some proportmn of their
proﬁta with a few of their more important employees is known to be
very large. Very frequently such profit shmng serves as a satis-
factory automatic substitute for increases in the salaries of “those
in immediate charge of the operation of the business, for the pur-
pose of offering them substantial inducements to remain in the
service. In view, however, of the relatively small number of people
affotted by such plans it was-deemed sufficient to Limit the study of
this phase of profit sharing to an intensive examination of a selected
group of such plans, the basis of selection having been the relatively
large (for limited profit-sharing plans) sphere of application, the
greater part of the plans examined extending their benefits to the
bulk of the executive, administrative, and supervisory employees,
and in some instances also to a part of the h.lgher paid employees of the
manufacturing foroce.

THER DETERMINATION OF THE PROFIT-SHARING FUND,

The method of debarmining the proportion of the net profits to
be distributed varies greatly under the limited profit-sharing plana
studied, the usual practice prevailing, in over one-half of those ex-
amined, being the setting aside, at the discretion of the employer, of
an arblt.ru'y percentage of the profits after meeting all the legitimate
expenses, including interest on the investment. The specific propor-
tion of the profits thus set aside for the benefit of the employees
varies greatly with the individual plans, its range of variation heing
from one-twentieth to one-half, with an approximate average of
about one-fifth for the entire group of plana.

Under two plans dividends on wages varying with the amounts of
net profits of the firm are paid. Under one plan the divisible fund
is arrived at in the following manner: After meeting all the legiti-
mate expenses of the company, including a dividend of 4 per cent on
the preferred and of 6 per cent on the common stock, the surplus earn-
ings are divided among three so-called participating accounts, as
follows: (1) Account of bonus fund for employees (profi
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fund); (2) account of dividends; and (3) account of sinking fund.
The proportionate share of the surplus profits going to each of the
three mentioned accounts is as each single or participating account
is to the total of all participating accounts. The specific instances
covered by these accounts are: Total wages of participants, amount
of dividends paid, and amount to be aliowed for depreciation, respec-
tively.

Under another plan the divisible fund consists of the ‘aggregate of
.dividends accruing on a specific number of shares of the capital stock
of the company, set aside for that purpose, the shares themselves
remaining all the time the property of the concern. Still another
specifies 4 minimum amount of net profits that is to be earned before
specific amounts (on a scale announced in advance) become available
for profit-sharing purposes, the amounts distributed varying with
" the profits of the business over and above the stipulated minimum.

As a rule, the relative proportion of the profits available for dis-
tribution under these plans seems to be considerably larger than
under the profit-sharing plans described in the preceeding pages of
this report.. This relative liberality of employers, coupled with the
fact that the numbers of those participating are much smaller,
account for the larger benefits accruing to the beneficiaries of the
limited profit-sharing plans. Such results are naturally to be
expected in view of the fact, mentioned elsewhere, that one of the
principal objects of the limited profit-sharing plans is to furnish a
method that would tend to encourage the more importart policy-
forming, executive, and supervisory employees to remain in the
service of their respective employers permanently.

TONDITIONS OF ELIGIBILITY.

Seven, or slightly over 40 per cent, of 17 limited profit-sharing
‘plans examined specify a minimum length of service—from one to
five years—as a condition for participation. Almost all the plans
bar from participation the wage-earning or manual workers, con-
fining the benefits of the plan primarily to their executive, super-
visory, and commercial employees, including in a few instances the
regular clerical force.

One of the plans confines its operation to ‘‘employees of the com-
pany who have authority to formulate policies, make commitments,
engage employees, and approve -expenditures.”” The merit of
service as established by the judgment of the employer seems to be
one of the factors prerequisite to participation in a great majonty
of these plans. Two of the plans specify that only employees earn-
ing $100 per month be allowed to participate; one confines its opera-
tion to ‘‘all employees, except pieceworkers, with an earning capacity
of at least $780 per year.”
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BABIS FOR COMPUTING INDIVIDUAL SHARES,

In the majority of the plans-—those in operation in the smaller
establishments mostly—the prospective beneficiary is informed in a
general way of the method by which his individual share of profits
“will be computed.: In a ¢onsiderable number of the remaining plans,
however, those chiefly in operation in organizations of considerable
‘size, the method of determining the individual shares is unknown to
the employees, such shares being determined usually by a special
committee appointed by the management, individual shares varying
with the reported efficiency as well as with the relative importance -
- of the positions held by the prospective beneficiaries. Under such
plans beneficiaries sometimes, under the penalty of dismissal or loss
of favor with the company, are enjoined from communicating to each
other the amount of their respective shares.

In onlysix of the plans are individual shares of profits based wholly -
upon salaries or earnings,

CONDITIONS OF FOBFEITURE

In every one of the limited proﬁt—shmug plans examined dis-
charge and voluntary leaving of employment a¢t as automatic causes
for forfeiture of profits of the current year. In one instance volun-
* tary leave causes forfeiture of 25 per cent of the share of profits of
the previous year, in addition to profits of the current year.

DISPOSITION OF FORFEITURES AND FORM OF PAYMENT.

Twelve of 17 limited profit-sharing plans examined specifically
provide that emounts of forfeited shares be distributed among the
_ other participating employees. Under four plans, or less than one-
fourth of all studied, in view of the fact that profit sha.ring under
them takes the form of a percentage dividend on earnings (a prin-
ciple that does not involve the setting aside in advance of a definite
amount for profit-sharing purposes), forfeited shares revert to the
company. The remaining plans in most instances make no specific
provision with reference to the disposition of forfeited shares, all
of them reporting that ‘‘each case is settled on its own merits.”

Under the limited profit-sharing plans investigated, as under the
profit-sharing plans described above, shares of profits, in the majority
of instences, are paid in cash. This is true of 10 of 17 plans ex-
amined. Of the remainder, in 4, or 23.5 per cent, they are paid
wholly in stock, and in three, or 17.6 per cent, in part stock or savings
account and part cash. As in 2 of the latter not less than half
of each share is paid in stock,, the prevailing forms of payment under
the limited profit-sharing plans for all practical purposes may be
stated to be about 60 per cent all in cash and the remainder, 40 per
cent, in stock,



62 BULLETIN OF THE BUREAU OF LABOE STATISTICS.

Those of the limited profit-sharing plans under which shares of
profits are paid in full or in part in stock were apparently designed for
the purpose of inducing the more valuable employees to remain in the
~ service as long as possible. That this was the intention of the man-

agement may be inferred from the provisions specifying conditions
under which the stock in which the profits are paid may be disposed
of by the beneficiaries. Thus in two plans the selling of the profit-
sharing stock by an employee disqualifies him from further partici-
pation in the benefits of the plan. In one plan the profit-sharing
stock is not transferred to the employee for a period of at least five
years after distribution and in still another the stock due to the em-
ployee is transferred to him gradually, 25 per cent after the first year,
25 per cent after the second, and the remainder after the third.

YEARS IN WHICH THE LIMITED PLANS WERE ESTABLISHED,

"The following table shows the years in which 17 limited profit-
sharing plans studied in this report were established:

TABLE SIFYELBB IN WHICH THE LIMITED PROFIT-SHARING PLANS WERS

ESTABLISHED.

Number Number
Year. of plans. Year. of plana.

1900........... 1 1912............ 4

1905, . .oecanes 3 | 51 & S 1

1906, _...cc.uet 1 194, ... 2

1908, .. ereeann 1 1915, ..ecennen-. 2

. me.. ... i
. Mil........... 1 Total.... 17

As can readily be seen from the above table, none of the plans
date back prior to 1900. Over one-half of them have come into
existence during the last four years.

LOCATION OF LIMITED PROFIT-SHARING ESTABLISHMENTS.

The geographical location of the establishments in which the plans
studied were in operation is shown in the following table:

TasLE 22,—LOCATION OF LIMITED PROFIT-SHARING ESTABLIBHMENTS.

Number Numbar
State. of estab~ State. of estab-
' Lishments,
-
2jOhdo__._......._. e renneeemrencanearen 3
} Penveylvania .. ... e 1
; Total.... .ccooviviiirerrrrnenrenes 17

As in the case of the profit-sharing plans described elsewhere im
this report, the bulk of the limited profit-sharing plans examined—
considerably more than one-half —were in operation in establishments
located in a very small number of North Atlantic States.
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INDUSTRY OR BUSINESS OF LIMITED PROFIT-SHARING ESTABLISHMENTS,

The nature of the mdustry or business of the establishments with -
limited profit-sharing plans is as follows:

Eleven of 17 limited profit-sharing plans examined were found in
establishments engaged in manufacturing; 2 in mercantile establish-
‘ments; 2 in establishments of building contractors; and 2 were un-
classified.

OF LIMITED PROFIT-SHARING ESTABLISHMENTS,

In the table presented below is shown the size of the establish-
ments in which the 18 plans examined were in operation, as indi-
oated by the average number employed during a representative
distribution period:

Tanis 83.~NUMBER OF LIMITED PROFIT-SHARING ESTABLISHMENTS HAVING EACH
CLASSIFIED NUMBER OF EMFLOYEES.

Number Numbes
Clasaifind number of emplayess. of ssab- Clasified number of smployees. of estab-
ments. ments.
Wndor 100, .. .onviiinirianinnsanaancanans 4 || 3,000 and under 8,000, ........... . 9 1
100 and under 300. 4 {[ 3,000 and under 15,000..-7007 000 800000 3
300 and under 500. . 4
1,000 snd under 3,000.2.... 00 00 enesins X b L 18

Two-~thirds of the 18 establishmenta for which information was ob-
teined employed less than 500 employees; nearly half employed less
than 300; one-third employed 1,00Q people or more.

EXTENT OF PARTICIPATION.

The proportion of the total employed that participated in the
distributed profit under the 18 plans examined was as follows:

Under only two limited profit-sharing plans did the proportion
participating exoeed 40 per cent.! Im four establishments the pro-
portion was from 20 to 40 per cent; in two it was 10 and under 20 per
cent; in five the proportion was 5 and under 10 per cent; and in the -
remaining five establishments less than 5 per cent of the employees
parumpawd in the benefits of the plans.

BENEPIT ACCRUING TO EMPLOYEESL
Below is given a table showing the benefits accruing to the partici-
pating employees, in terms of per-cent of their regular eamings,

Tare M. —PER CENT OF EARNINGS PAID AS DIVIDENDS IN 1¢ ESTABLISHMENTS
HAVING LIMITED PROFIT B8HARING PLANS.

Ohasified t of snratags pasd mm&:: Classifiad of pald pycben
o o | ofws eant of carnings astab-
Ll divikiands. 1ish- Lol dividemis. - ‘lish-
mants AR
LG TR L Wandunder®. . ... ..o ]
4 and LA Wand onder 8....co.ccovmnnenannnrocan, )
8 nmd L § L T RN | ]
Sand 3
10 and under T k1 P, "
15 and unser 1 :

! Bxeopl for the arbivery weiheds of detarmining the shares of the hadividusl participents thes twe
phu-khthuh-w-mpnnm
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In one-half of the plans the profit-sharing dividend on the regular
earnings of the participating employees was 15 per cent or over. In
over two-fifths of them it was 20 per cent.or more. In over one-
third of the plans the profit-sharing dividend was less than 10 per cent.

COST OF PLANS TO EMPLOYERS.

The following table shows the cost of the plans to the employers
in per cent of the total pay rolls of their establishments:

TabLe 85.—COST OF LIMITED PROFIT-SHARING PLANS TO 18 EMPLOYERS, IN PER-
- CENT OF TOTAL PAY BOLLS FOR ONE YEAR.

Number Number

Classifled cent of rolls pald a8 | of estab- || Classlfled oemt of rolls pald as | of estab-
per d.ivldm?i:.y 1ish- P dlvidmg:.’ lish-

ments. |! ments.

1 :ilmdundu's ........................... 2

g -l5andunder 20.....ccciiieieniiiianaaa, P |

1 l Total.... . oo anes 16

In 15 of the 16 establishments the cost was lesa than 8 per cent on-
the total pay rolls of the respective establishments. In three-fourths
of the plans it was less than 4 per cent. In one instance only was the
cost of the plan more than 15 per cent. -

OCCUPATIONS OF PARTICIPATING EMPLOYEES,

The following table shows the occupation groups of the partici-
pating employees under 18 limited profit-sharing plans:

TasLE 26.—NUMBER AND PER CENT OF PARTICIPATING EMPLOYEES IN EACH OCCD-
PATION GROUP.

Participsting
employees.
Cecupation group.
Number. | Per cent.
Executive........... 1,078 25
Clerical,o.oeounun. .. 2 133
Bales.....cceveiranen 71 8.3
A.ljauun..........:. 532 =
Total .__.._. - 2,03 100. 0

The table shows that 74 per cent of all the participating employees
belonged to the group of executive, clerical, and sales occupations.
As would be expected in establishments with limited profit sharing,
more than half of the participants belonged to the executive force.
Only 25.9 per cent were in the group “all others,” which includes the
mechanical and manual occupations.
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DETAILED TABLES.

The principal part of the data which is shown in summary form in
the preceding tables of this section of the report is shown in detail
in the two tables which follow, .

TABLE 27.—NUMBER OF EMPLOYEES, PROPORTION PARTICIPATING IN PROFITS, DIVs

IDENDS TO EMPLOYEES, AND COST OF PROFIT-8HARING PLANS TO EMPLOYERS,
IN 18 ESTABLISHMENTS HAVING LIMITED PROFIT-SHARING PLANS.

Em[}i:bloyeet»’s .
. P 11 of .
Aver- pafnxgc;ga P a]ﬁ’;’c{g a.n(;, s, |Dividendstoemployees.
Es- ﬂ?lgl]?l profits.
tah- v § 3
¥ Dividend period ber Total
Lish- ending— of pay roll. Per Por | Fer
ment em- | Ter cent cent of| <08t
Ne.. Péeﬂsy- oy cf,tflt- Amount. |, c?tfal Amount. | total °f it
g total. DA artm-
) rol{ mﬁ l‘%snts.
1! Dec.31,1913........ 3,414 7? 2.1 ] 42,842,116 311, X0 | 10.9 ] 242,600 |- 1.5 13.7
Pec. 31,1914 . ... 3,354 73| 2.2 Z041,671 352,500 | 12,0 87,500 3.0 24.8
2 | June 30,1914. .. ... 2,271 1837 6.7 2,112,061 0] @ | 2| Li| @y
Fune 30, 1015......... 2,686 | 139 52| 2,531,519 | 212,340 | 108 43,603 | 17| 160
3| Dee 31,1011 . 251 5] 2.0 160,983 | - 10,080 | 6.3 2,243 L4 22.3
Dec. 31,1912, 202 5| 17 182, 502 11,184 | 6.1 3,021 171 269
Dec. 31 19142 339 5 L& 213, 071 11,900 | 5.6 88 (@ .7
4| June30, 1011, . ... 225 13] 58 202,927 21,057 | 10.4 734 .4 3.5
June 30, 19134, . 325 147 4.3 296, 130 21,614 | 7.3 8,041 3.0 41.4
June 30,1814, . 275 13 4.7 251, 730 24, 768 8 3, RE 1.5 15.4
June 30, 1M15........| 225] 4| 6.2 203,145 26,230 1 12,9 2,120 1.0 &1
5| Dec.31,1914........ 46 ¢ 22.3 ) 202, 208 68,863 [ 34.1 (O] m [¢)]
6| June 30,1913...___.. 837 | 9.6 6,719,276 | 1,048,259 | 15.6 87, 061 1.3 3.3
Jume 30, 1914 .. ...... %0| 9.2 7216843 | 1052538 ) 1.6 ) 847 1.2 81
7iDec 31,1012 _...... 1801 7.0 1 005980 453,027 | 22.7 | 150,800 7.6 33.3
Dec. 31,1813 .._..... 202 7.5| 202595 513,74 | 25.4 | 186,840 9.2 | 362
Dec. 31,1914 ........ 2 210 | 7.81 zoze 207 | 511,160 | 25.2| 127,790 [ 63| 250
Dec. 31,1915........ 28| 8.4 | Le68,500 | 517,289 | 26.3 | 80| 65! 249
8 | Junel,1911......... 3| 2.2 725,572 52,270 ¢ 7.2 15500 1. 2.1 20,7
June1,1912.........] 1, 371 2.1 711, 306 83,190 | 7.5 5,200 .7 9.8
June1,19145........ 33, 2.0 816, 338 50,150 | 6.1 13,100 L6 26,1
June 1,1915.... .| 1,612 38| 24 , 632 58,672 | 7.3 12,100 L51 206
9| Dec. 3,190 ........[ (D 127 (% ) 80001 (1) 2500 ) (1 31,3
Dec. 31,1910 .......| (3 2 m Q] 8,000 | (1) 2,500 | (1} 313
' Dee, 31,1911 .. _.....| (9 12 (lg &) 8,500 | (1 2, 500 (1) 20.4
Dec. 31,1912... ... () | 1457 () 5,500 | (1) 6,500 | (1) 14.3
Dec. 31,1913 . ay | 1 m 52,000 | (1) 9,000 | (1) 17.3
Dee. 31,1014 410 | 180 | 43.9 353, 000 65,000 | I8.3 9, 200 26 14,2
Dec. 31,1915........ 400 | 180 | 45,0 350,000 65,000 | 18.6 9, 500 7 14,6
10| Deec. 31,1912, ...... 456 381 843 374,870 56,200 | 15.0 12, 509 3.3 22.3
11 | Dec. 31,1914 ........ a8 11 | 28,9 25,773 10,504 | 40.8 528 3.2 7.9
12 | Feb.1,1916.........| 225 20 1129 171, 887 59,514 | 29. 4 3,081 1.8 6.0
13 LY)] 31 ™ Q] 9,000 | {1y 1,662 | (1) 18.5
(1§ 4 (1; 0] 11, 260 {1; 1,362 | 1) 12.
I8 4| 0 (1) 12,000 | (¢ a8 | @ 7.
) 41 () 1 2,000 [ (1) 1,333 (’; 11.
15 4| 26,7 18,841 12,900 | 68.5 947 5.0 7.
18 4122,2 26, 502 12,900 | 48.7 1,582 5.0 12
Dec,3i,1904.0.000 10 420 28,243 1Ze0 | 45.7| 14847 58| 1ZE
14 | June1,1915........ 115 4| %5 78,906 7,800 | 9.9 6231 7.9 79.9
15 | Dec. 31, 1915..._.... 70 71080 )] 19,210 | (O 88621 (1) 46.1
16 { Dec. 31,3914 ._...... 87! 311463 104,168 72,438 [ 60.5 | 20,140 10.31 27.8
17 | Dee. 31,1804 ...} 9,645 | 271§ 2.8 8, 283426 )] [&)] 271, 166 33 O
18 { Dec. 31,1914, ...... us| ol (20.3 336, 120 102, 408 | 30.5 5000 1L5] . 49
¥ Not reported. + No distribution made in 1912,
2 No distribution made jn 1913. 5 Data for 1913 not reported.

3 Less than one-tenth of 1 per cent. ¢ No distribution e in 1911,
56831°—Bull. 208—17 ’




66 BULLETIN OF THE BUREAU OF LABOR STATISTICS.

TasLE 28.—NUMBER OF EMPLOYEES, PROPORTION PARTICIPATING IN PROFITS, AND
NUMBER AND PER CENT OF PARTICIPANTS IN EACH BPECIFIED OCCUPATION
GROUP, IN 18 ESTABLISHMENTS HAVING LIMITED PROFIT-SHARING PLANS.

Occupation groups of participants.

_ | Employees | .
Es- Aav;: .|participating) -
tab- pum- | PO, | mrecntive. | Clerical. Bales, All others.
lish- | Dividend periodending—] ber .
ment of em-
No. ploy- Per | -
oes, |Num-| cent |[Nvm-f Per [Num-| Por INum-| Per |Num-| Per

bar. of bet. | cent. | ber. |cent.{ ber. [cenl.| ber. |cent.
fotal.

Dec. 81,1914
July 1,1915..
Dec. 31,100,
June 30,1915,

Eax.Ex

=4
o=
BeSSurEBpbnaplarmn

June 1,1915..
Dec. 31,1915
Dac. 31,1912
Dec. 31,1914..
Feb. 1,1516

-u-.m:&gb%

Dec. 31, 1915..
Dec. 31,1014--
Dec. 31)1014.. -
Dec. 31,1014 .. 0.

G200 GO N DD SO i QORI CIRT SN BI B

BNRREEBEEcammommseram

T T

ANALYSIS OF WORKING OF FIVE TYPICAL LIMITED PROFIT-SHARING
PLANS.

As compared with the profit-sharing plans described in the pre-
ceding sections of this report, the distinguishing feature of the limited
profitsharing plans is the limited extent of their application, the
majority of them having been devised, apparently, either for the
benefit of the executive and supervisory employees, as in plans 1,2, 3,
and 4 described below, or for the benefit of the better paid employees,
as in plan No. 5.

Aside from the relatively small proportion of beneficiaries and the fact
that only the executive and supervisory or better paid employees are
allowed to participate, these plans in many instances are to be noted
for the lack of any definitely announced rule for the computation of
individual shares in the divisible fund. From this point of view plan
marked No. 1 is considered as typical. Under its provisions none of
the employees of the company are informed as to the method by
which their shares will be determined; they are furthermore specifi-
cally prohibited from commanicating to the other employees the
amounts received by them under the penalty of such an action on
their part resulting “to the disadvantage of the employee involved.”

As far as it could be ascertained, the main principle guiding the
determination of individual shares under such plans is that the more
important the position of the employee, as shown naturally in the
amount of salary he receives and in the desire of the company to
retain his services, the larger his proportion in the divisible fund.
The working of this principle is clearly shown in plan designated as
Ne. 3.
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PLAN NO. L

This plan has been in operation since 1910 and is applicable only
to “officers and employees occupying semiofficial positions,” mean-
ing by this classification managers, superintendents, and other im-
portant employees engaged in “directing the affairs of the company,
including officers.” Not all of the employees engaged in the above-
mentioned occupations, however, are allowed to participate. The
plan, as announced, is addressed to “ the officers and those occupying
semjofficial positions—to whom this letter [announcing the plan] is
officially delivered.”

Although the specific proportion of the profita that is to be dis-
tributed is announced in advance, the determination of the amount
of individual shares is left to the discretion of the management. It
was stated by officers of the company that the amount of individual
sharce depends chiefly “upon the relative importance of the position
occupied by a specific employee,” and the merit of his service, although
“salaries, in a general way, are taken into consideration,” the higher
the salary the larger, apparently, the share of profits awarded.

Tho basis of determining individual shares is not communicated to
any of the profit-sharing employeea. In fact, as stated in the last
paragraph of the text of the plan reproduced below, ““it is the desire
of the board that there ghall not be any discussion among the em-
ployees as to the amounts received under the distribution,” and any
such discussion coming to the knowledge of the special committee
“will operate to the disadvantage of the employee involved.”

No profits were available for distribution during 1911 and 1912,
In 1915, $42,800 and in 1914, $87,500 were distributed. In 1913, of a
total of 3,414 employed, 72, or 2.1 per cent, shared in the distributed
profits. In 1914, 2.2 per cent of the total employed benefited by the
operatioa of the plan. The profita distributed amounted to 13.7 per
cent of the earnings of the participants in 1913 and to 24.8 per cent
in 1914, The cost of the plan to the company in per cent of the
total pay roll of the entire organization amounted to 1.5 per cent
and 3 per cent in 1913 and 1914, respectively.

The text of this plan is herewith reproduced in full:

To the oficars and those oerupying semioficial positions, and managers of the ———
Co. und da subridiary companies, to whom this letter is oficvally delivered:

The company desires those within the above clam, upon whose efforts much of the
succre of the businew depends and who are engaged in directing and managing the
affairs of the company and opersting the properties, to share with the storkbolders in
any profits made after & cortain amount of net earnings shall have been reached. To
this end the following plan has been adopted:

Twelve per cont upun the outstanding capital sock of the company is suffictent to
sllow the payment of » T per cent dividend whenever that course may be deemed wise
and the spplication of & reesonable surm for betterment or toward surplus. 1t in
belirved that the businew is capable of earning s sum sach year mueh in exces of mid
11 per cent. The company proposes to divithe among the officers and those occupying
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semiofficial positions and managers to whom this letter is officially delivered, a per-
centage of the increased earnings over and above 12 per cent on the amount of the
capital stock from time to time outstanding, the amount to be thus divided to be
decided each year by the board of directors. The present intention of the board is
to distribute a sum (in stock of the company) equal to 25 per cent of the increased net
earnings of the company over and above eaid 12 per cent, Said amount to be dis-
tributed is to be paid out by direction of the board of directors at the end of each year,
in such amounta and to such persons as a special committee appointed by the board of
directors shall determine. The distribution recommended by such epecial commitiee
will be made amongst the class above specified and in the proportions fixed by that
committee. The special committee shall make no award to any member of that com-
mittee, but if any member thereof shall be within the above class, the amount of the
award, if any, to such member shall be fixed by the board of directors and not by the
committee, and such award shall be subject to the same provisions applicable to the
awards made by the special committee. The stock will be distributed on a basis of
value tobe fixed by the board. In making the distribution one-half will be distributed
at the end of each year and the other half held in the hands of & trustee or trustees from
time to time selected by the board of directors; and the stock ao issued to, or transferred
to said trustee or trustees, will be delivered to the beneficiary at the end of five years
from the beginning of the year in which the profits are earned. Each man will receive
a certificate for hia interest, the certificate to recite amongst other things;

{a) That if he remains continuously in the service of the corporation, or one or
another of its subsidiary companies, for five years from the beginning of the year in
which the profits are earned and during &ll of eaid time shall have rendered faithful
and satisfactory service to the company, or oné or another of its subsidiary companies
the stock is to be delivered to him and that be may do ashe likes with it after delivery:

{b) That if he dies or becomes totally and permanently disabled while in the employ
of the corporatien, or one cor another of its subsidiary comparmies, the stock will be
delivered to his estate or to him;

{c) That he can draw the dividends declared on the stock while it ia held in trust
for his account and he remains in the employ of the corporation, or one or another
of its subsidiary companies, until such shares have been delivered to the participant
or shall have been forfeited as berein provided;

(d) That if, without the consent of the corporation, for any cause, he ghall have
quitted the service of the corporation, or one or ancther of ita subsidiary companies,
except as provided in (b), or shall be discharged, and except when voluntary retire-
ment may be made under any general pension scheme which may hereafter be
adopted, he shall forfeit all right to aaid stock, and in euch case it will be held in &
fund which at the end of five years from the beginning of the year in which the profits
are earned will be divided among such of the above-mentioned clase of the series of
that year a8 ahall have complied with all the conditions;

{¢) That neither it, nor any right thereunder, ehall be assignable or transferable by
the beneficiary, nor shall same be encumbered either by act of the party or by opera-
tion of law without the written consept of the company, and in the event of the viola-
tion of this provision he and his successors in interest ehall forfeit all right to mid stock
and every right thereunder, if the corporation at any time shall so elect. Provision
against assignment by operation of law shall not be deemed to prohibit beneficiary’s
estate from receiving the stock if he dies while in the employ of the corporation.
Until such time as the stock is issued in the name of the certificate holder and delivered
to him, he shall have no interest therein which will entitle him to vote thereon, but
the voting power under sid stock, if any, may be exercised by the trustee or trustees, -

Thus 50 per cent of the amount set aside in this profit-sharing plan for one year will
be held in the shape of stock and will be given only to such of the members of thas
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'nerieu. and at the end of the period next mentioned, ag shajl have been continuously
Pn the employ of the company, or one or another of its subsidiary companies, for five
iyears from the lst day of January of the year in which such profits are earned.
| ‘The board in carrying out this plan may decide to make the distribution so that as
to the one-half distributed at the end of the year the employee may receive all cash
ior all stock, or part in each, and the other haif that is to be received and held by the
itrustoes may be sll cash or all stock, or part in each, Neither the company nor any
itrustee shall be required at any time to deliver any fractional share of stock, but the
trusteo or trustoes shall have the right and will for any iractional share to which the
participant would appear to be entitled and which may not be delivered to the partici-
pant at the time the stock is deliverable, pay to the participant in cash the pro rata
price for the fraction of a share not delivered, computed on the price per share which
the truetee or trustees paid for the stock. The trusteee shall be authorized to sell and
transfer the said stock and to invest and reinvest same as they may elect, subject to
the approval of the board of directors, and the certificate of interest herein mentioned,
snd all the provisions thereaf ahall be deemed to apply as well tosuch cash or securities,
if any, in the hands of the trustees, as it does or would have applied to stock of the
company.

It is not intended to bave the distribution made pro rata according to salarice
received, but same is to be made as s reward for efficient services, Profits cbtained
by individual departments, reduction of cost at the factories, closing of contracts of
special importance, harmonious relations with other branches, and all other matters
of bonelit to the company will be taken into consideration by the special committee.

Applicants for the benefits of this plan shall sign and forward to the treasurer of the
vearen Co.. a form which is herewith inclosed, in which the party states that it is his
intention 1o romain permanently with the company, or one or another of its subsidiary
companies, and that he will use every possible endeavor to maintain harmonious
relations with other branches, and to uriiy the company’s interests and to increase in
every legitimate way ita profits, both in his own department and by suggestion where
it may benefit departments other than his own. Thia form will insure all of the names
of those eligible to participate being before the special committee at the distribution
period. :

While it ia the purpose of the company to insugurate for the 1913 eeriea the foregoing
plan on April 1, 1914, tresting the year in which the share of profits will be computed
sa commencing January 1, 1913, and witl probably continue this plan annually there-
after with nevw series, from sach January 1, it has been thought best not to have
thia arrangement in any yoar take any form which would creste a contract obligation
on behalf of the company, prior to or except as the delivery of stock or certificates of
interest create same, and therefore this plan is one merely of a declaration of intention,

The question of what constitutes profits shall be determined solely by the board of
directora,

None of the class above mentioned and none sharing in the distribution, nor anycene
in anywise interestod under this plan, shall have any right to demand an accounting,
and the distribution to be made Ly the epecial committes is to be made wholly within
ita discretion, subject to ratification by the board of directors, and no right attaches to
the fund or any share in it on the part of an employee, and the committee reserves the
right to withhold participation in part or entirety from anyone, the selection of par-
ticipanta resting solely upon the judgment of the committee, and all other questions
affecting the applicants or rights of certificate holders shall ba determined solely and
finally by the apecial committee a it may from time to time be constituted by directica
of the board of directors, and its rutings must be accepted sa conclusive.

. 11 is the desire of the board that stock 8o distributed shall not be sold but shall be
held by the amployee s his own, thereby increasing his interest in the weifare of the
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compsay, and any sade of ench stock will be considered a matter of bad faith, and will
militate againgt the employee in any distribution in a subsequent yesr.

It is also the desire of the board that there shall not be any discwsion among the

employees 28 to the amounts received under the distribution, and any such discussion
caming to the knowledge of the specizl committee will operate to the disadvantage of
the employee involved.

Neither thie plan nor anything prowing out of it shall be construed to be a conteact
af employment.

FLAN NO. 2.

Plan XNo. 2 seems to be in a class by itself.” Unlike most of the
plans, profit sharing, bonus or gain sharing or otherwise, described
in this report, its main provisions are embodied in the articles of
incorporation of the company of 1911. Under these articles the
authorized capital of the company is divided into first preferred stock
($4,500,000), second preferred stock ($50,000), and industrial part-
nership stock ($1,050,000).

First preferred stock consists of all converted common stock, carries
a fixed cumulative dividend with preference in assets and dividends,
but no rights te accretions. The rate of dividend (8 per cent) was
chosen to represent what was considered a fair return on the capital,
at the time of reincorporation, invested in the concern.

Any profits remaining after these dividends have been fully paid
are invested in the business, and against them is issued yearly the
so-called industrial partnership stock.

Only to “principal employees,” such as sales managers, senior
salesmen, department heads, foremen, etc., is industrial partnership
stock issued. ‘‘Principal employees’ includes anly those who have
at least seven years of service and an annual remuneration of at least
$1,200, or six years’ service and a remuneration of $1,500, or five years’
service and a remuneration of $1,800, and who have contracted in
writing for the stock. Remuneration for overtime work or piece-
work or commissions is not to be included in the above eamings.
Individual shares of profit are based exclusively upon the salaries of
the participating employees.

To ascertain the amount of net profits to be divided among partici-
pating employees, termed industrial partners, not less than 6 per
cent is allowed for depreciation; 8 per cent, cumulative dividend, is
paid on first preferred stock; next s cumulative dividend at a rate
dewmmedbytheby-hws (but in no ease to be less than 4 pereent)
is paid on second preferred stock; 5 per cent of the remaining net
profita are then set aside for the purpose of buying shares of firsl
preferred stock at the discretion of the directors; out of one-half of
the remaining net profits, djndands,nottoexoeedZOpercent,ue
paid to holders of industrial partnershjp stock; the other half of the
mmammg net profits, subject to provision being made for a reserve
fund, .is apportioned to *““principal employees,” upon the basis of
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their earnings, in shares of industrial partnership stock issued at par.
Beginning with January 1, 1913, no further issue of industrial part-
norship stock can be made unless at least a 5 per cent dividend is paid
on the outstanding industrial partnership stock.

Until industrial partnership stock to the amount of $1,000,000 is
issued the entire voting power of stockholders is vested in the holders
of the first preferred and industrial partnership stock, each holder of
the former being entitled to one vote for each share held and each
holder of the latter being entitled to one vote for each 10 shares held.

At the next annual meeting after industrial partnership stock to
the amount of $1,000,000 shall have been issued, the entire voting
power will rest with the holders of that stock, unless: (a) For any 12
months dividends on first' preferred stock average less than 4 per
cent; (b) if for any 24 months such dividends average less than 6
per cent per annum; {¢) if for any 36 months such dividends average
less than 7 per cent; or (d) if for any period of four years all cumu-
lative dividends have not been paid in full. The voting power reverts
to the preferred stockholders in cases (8) and (b) temporarily, and
in cases (o) and (d) permanently.

All shares of industrial partnership stock are nontransferable and
nonassignable except to the company itself. When a holder of such
stock, from whatever cause, ceases to be an employee, no dividends
thereafter accrue from his stock, and he or his legal representative
must resell his shares to the company at par or, at the company's
option, exchange them for second preferred stock.

Employees contracting for industrial partnership stock have no
right to anf accounting by the company concerning its business or
profits, They are subject to the rules and discipline of the company
and to discharge like other employees, but with the right of appeal-
ing in writing to the directors, whose decision is final.

RESULYTS OF THE ‘WORKING OF THE PLAN.

The percentage of the total employed that participated in the dis-
tributed profits during the period of existence of the plan, 1912 to 1915,
varied from 7 [the lowest) in 1912 to 8.4 (the highest) in 1915.
Over one-half of all the participants in 1914 were associated with the
selling end of the business in the capacity of directors of sales, dis-
trict managers of sales, and ordinary salesmen. Slightly over one-
fourth of the participants held executive and supervisory positions
in the manufacturing departments of the business. The remainder
of the participants occupied clerical positions of various kinds. In
this connection, however, it is interesting to note that although con-
stituting only 8.4 per cent of the total employed in 19135, the partici-
pating group received 26.3 per cent of the total pavmll
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The following table shows the annual salaries of the employees
participating in the profit sharing during the year 1914:

Balary, Number,
$1,200t0 81,500, . ...t iiiiiiacriiiea e raaaana. bb
$1,500 50 81,800, ... .oencnaiariacanr it anananae 45
$1800 to 82,000, . oo i i iiiteeicasaenaaaanaraa T8
82,000 40 83,000 ..o i i i diecverrenacaaaanaae 43
$3,0001t0 $5,000. - - . s iaaiiecedceiiiiiiarmaaaiaaa 22
$5,000t0 810,000 . ..o irieitiie it raaa. (]
$10,000 aNQ OVOL. . cvevrrnarvernanenancnsaascsosenncanns 4

210

Thus it may be seen that about two-thirds of the participants
received less than $2,000 per year, less than one-third from $2,000 to
$5,000, and only 10, or 4.8 per cent, of all participants received an
annual salary of over $5,000.

The amounts distributed as profits constituted the following per-
centage additions to the ordinary earnings of the participants: In
1912, 33.3 per cent; in 1913, 36.2 per cent; in 1914, 25 per cent, and in
1915, 24.9 per cent.

The cost of the plan to the eompany in terms of per cent of the
total pay roll was: In 1912, 7.6 per cent; in 1913, 9.2 per cent; in 1914,
6.3 per cent, and in 1915, 6.5 per cent.

The following table shows the number of participating employees
who have left the employ of the company since the inception of the
plan and the causes for leaving:

TanLE 29,—PARTICIPATING EMPLOYEES LEAVING EMPLOY OF COMPANY, BY YEARS

AND CAUBEB. -
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Out of s total of slightly over 200 industrial partners during each
of the years of the existence of the plan the following numbers left the
employ of the company for causes stated below: In 1912, 5; in 1913,
8; in 1914, 13, making a total of 26 in three years. The following are
the causes of their withdrawal from employment: Voluntarily, 9;
discharged, 7; death, 4; other causes, 6.

As noted elsewhere, the divisible profits are reinvested in the busi-
pess of the company, the specific annual amounts being capitalized or
converted into industrial partnership stock to be distributed to par-
ticipating employece—the industrial partners—on the basis of their
respective salaries,
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The following table shows the number of participating emplo:yees;
‘he number of shares held by them and the par value of these shares
‘or the years 1911 to 1915:

faBLE 80,—NUMBER OF PARTICIPATING EMPLOYEERS AND NUMBER AND PAR VALUE
OF BHARES HELD, BY YEARS, 1011 TO 1915,

TPartlof- Par
Year, pating | Bhares | value of
employ- held, sharea

107 no| 4,100
190 | 15,409 | 154,000
203 . 341,080
210 [ 46,853 | 468 %20
m ; 506, 960

The value of the industrial partnership stock held by employees on
March 1, 19186, wes $506, 960. This amount constituted slightly over
10 per cent of the entire authorized capital stock of the company and
was held by 228 employees, or 8.4 per cent of the total employed.

The text of this plan is reprinted herewith in full:

ARTICLES OF ASSOCIATION.,

1. (n) Said first preferred stock may be issued in payment for the property and
Mwots, including good will (including name) of the original company, with the assump-
lion by this company of the liahilities of the criginal company, accrued or accruing
or arising out of the state of affairs existing at the time of such purchase.

(b) No increass of first preferrod stock shall be authorized without the written
consent of the holders of three-fourths of the then outstanding stock of each of the
three classes of stock.

2. (a) Second preferred stock may be issned only: First, in exchange for industrial
partnership stock, as hereinafter provided; ar, second, for cash or property.

(b} Increases of second preferred stock may be authorized by vote of & majority
of all stock outstanding of the classcs or class of stock then entitled to vote as herein-
after provided in paragraph 11,

3.' (@) The first issue of industrial partnership stock shall be for cash to such em-
ployecs of the original company as shall be designated by the directors of this new
company as having substantially fulfilled the requirements as to time and remuners-
tion of principal employees aa hereinafler set forth; and each such employes may
subacribe, payable in cesh, for shares, disregarding fractions, in proportion to mlary.

() All subaequent isvues of industrial partnership stock shall ba to principal enx-
ployees as defined and limited in paragraph 8 of this agreement, but after Janvary
1, 1913, no such isue shall be made unless & dividend for the preceding calendar
yeur of at least 5 per cent in ceash on industrial partnership stock already outstanding
ehall be puid or provided far,

{¢) Increases of industrial partnership stock may be au:honud by vote of a ma-
jority of all stock cutstanding of the ciasses or class of stock thea eatitled 1o vote a2
hereinafter provided in parsgraph 11,

4. In ascertaining net profits:

{a) The valuation of good will (incdluding name) of the original company shall not
be increased beyond the valuation thereof at which it is taken in this company’s

1 'This cush porchass spptied euly o an iniinl ioue ol $,00.  The srticls is as egwr aparative,
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purchaee of the property and assete of said original company; nor shall any sum be
added for good will (including name) of this company.

(b) The total amount allowed for depreciation since the organization of this com-
pany shall not at any time be less than s yearly allowance of 5 per cent, figured on
dies, tools, furniture and fixtures, buildings, and machinery.

5, First preferred stock shall be entitled to & preferential cumulative dividend
at the rate of 8 per cent per annum, payable quarterly as and when declared by the
directors, and shall hegin to accrue as of or on December 1, 1911.

6. Second preferred stock may, as herein limited, be issued in series under pro-
visions in the by-laws and amendments thereof: the first series to include all second
preferred stock issued until, by amendment of the by-laws, the rate of dividend is
changed; the second seriea to begin upon such change of rate and to include all second
preferred stock issued until another such change of rate; and so on, similarly, as to
subsequent series. But the mate so provided for any series shall always remain the
rate of dividend for that series.

The first series of second preferred stock shall be entitled, after dividends on first
preferred stock have been paid or provided as aforesaid, to & preferential cumulative
dividend at such rate (not less than 4 per cent per annum) as may be provided in
the by-laws. .

The second series of second preferred stock shall be entitled to a dividend (similar
in preference to said first series dividend) at such rate as may be provided in the
amendment to the by-laws; and so on, similarly, as to subsequent series. But in
no series shall the rate of dividend provided be leas than 4 per cent per annum.

7. After all first and second preferred dividends have been provided for as above
required, there shall he set aside annually out of the remaining net profits 5 per cent
of such remainder for the purpose of buying in shares of first preferred stock as and
when the directors may deem it expedient.

Out of one-half of the remaining net profits, dividends may be declered and peid
annually to holders of industrial partnership stock. The rate shall not exceed a
total of 20 per cent for any year.

8. After all above requirements shall have been fulfilled, the remaining net profits
ghall be apportioned under provisions of the by-lawa to principal employees as extra
remuneration for services theretofore rendered by them, except that an amount or
amounts not at any time exceeding a total of 10 per cent of the tothl par value of the
then outstanding capital stock of all classes may be reserved in a suspense account
at the discretion of the directors, who may likewise dispose of the same, except as
may be otherwise provided by the by-laws.

Such extra remunerstion shall be paid to each principal employee by issuing to him
for such services, out of authorized industrial partnership stock, shares of industrial
pertnership stock of the total par value equal to his appertioned extra remuneration.

Principal employees ahall be limited to the following:

Employees (including salaried officers) of this company, at the time any such ap-
portionment is voted, whose aggregate service in this company (including time served
with the original company) shall amount, at the end of the calendar year for which
such appoartionment is made, to*the time set forth below, and whoee remuneration
actually received from one or both of said companies during such calendar year (but
not counting remuneration paid for overtime work or piecework or commissions)
ghall have been as set forth below, and which rate of remuneration in this company
shall have been approved by a two-thirds vote of all the directors, namely:

At least seven years’ service and remuneration of at least $1,200, or at least six
years’ gervice and remuneration of at least $1,500, or st least five years' service and
remuneration of at least $1,800, and who shall have contracted in writing with this
company for extra remuneration.
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9. {a) Al ehnres of industria] partnorship stock shull be noatransiceable and non-
sasignable, excopt te or for this company s provided below.

©{h} Wheasver am indusirial partnership etockhoider censea, from any cause, éo be
an gmployes, no dividends shail thereafier accrue to his stock, and he or his legal
repreacntatives shall forthwith tzansfer and assign euch industrial partnership stock
at and in acosrdance with the request of this compeny, wpen payment or tender by
this compeny of the par valus thareof, or at the company's option upon its issne of
sender (in exchange for such industrial partnership shares) of an equal number of
pocond proforred shares, In either case there shali also be paid in cash ull declared
but unpaid dividenda.

(¢) No such industrial partnership shares shall be paid for in eash, however, if any
obligations due to first preforred stock remain unsatisfied or if the company's capital
shat! have or would thereby become impaired,

* 10, In case of liquidation or dissolution of the company or a distribution of ita
amots, or in esss of any sale of substantislly its entire property and amets, first pre-
forred stock shall be satitled to s preference to the extent of §125 & ehare and all
scerund but unpaid dividends thereon; and thereafter second preferred stock shall
be entitled to & prefereaos to the extent of $10 a share sud all socrued but unpaid
dividends thoroon; and than induystrial partnership stock shall be entitled to receive
$10 a ahare and all declarad but unpaid dividends thereon—after which all surplus
value resnaining ahall be divided pro mta amoog the holder of all classes of stock
accarding to their total par value holdings.

11. Until industrial partnemhip stock to the amount of §1,000,000 in par value shall
have hoen issund, the eatire voting power of stockholders, except as otherwise pre-
vided in subdivision (c) of this parsgreph, shall vest in fimt preferred and indystrial
partnerhip stock together, each holder of firet preierred stock being eptitled to one
vols for sach sbare held and sach halder of indwetrial partnership stock being entitlsd
to one vois for sach 10 shares held, but without any fractiona] vete for any sharesy
aggragaling less than 10 ahares.

At the next annusl meeting of the stockholders aiter induetrial parinership stock
to the amount of $1,000,608 shall have been issued, the entire voting power of stock.
boldees shall vast and reansin in holdems of industrial partnership stock, except that
helders of first preforred stack or balders of first and second preferred stock shall bave
voting powar ss hereinaliar provided:

{®)} I for any l!mmh-dn\dmdlnﬁmlpldemdl\wh-&nn4 per cent
pot anaui, except in case of destruction of any substantial part of the manufsctoring
plaxt by fire, sarthquake, or other natural calamity, or if for any 24 months such divi-
donds wvorage less than & par cent per sanum, then holders ef firat preferved atock
shall have sole wvoting powsr of stackholders, but witheut power to alter or smend
this agreament, except by vote of twe-thirds of each class of stock, outstanding; but,
whon full ohligations to tirst preferred shall have been again earned and paid (figuring
minimun deprocistion ss sbove provided im parsgraph ). voting power shall revert
to holderm of industrial partoership stock, and the original plsn shall be carried om,
unlas meanwhile sule voting power shall have finally vested in fist preferred stock-
holders sa provided in the following paragraph (B).

(8} If fur any 36 months such dividends average less than 7 per cent per annpm, or
if in any period of four years the company shall not have paid all cumulative dividends
in full, eo that there ahall be no dividend or part of any dividend in arream. thea
sole voting power shall vest at the next annual meeting and theresfier remain in
first preferred stockbohlers.

(¢} In cwsw of a proposed disolution of the canpeny or of amendment or alteration

of this sgreenont, or of & sale or lease of all ar such sulsflantial part of its property s .'

would iavelve a virtual ciiange or almndonment of the copany’s busines, holders
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of all classes of stock shall be entitled to vote; and such dissolution, amendment or
.alteration, or sale or lease, may be voted and authorized by vote of & majority of the
outstanding stock of each class in the case of a dissolution, and of two-thirds of the
outstanding stock of each class in case of such amendment or alteration or sale or
lease.

12, No mortgage or mortgages for more than a total of one-half the par value of all
classes of stock then outstanding shall be given or placed upon the company's property
or any part of it without the written consent of the holders of three-fourths of the
then outstanding firet preferred stock.

BY-LAWS.

Articte I1.—Employecs—Condract for extra remuneration—Industrial perinership
stock, :

SecmioN 1. Contract for extra remunerafion.—The directors, or any officer or officers
of the company authorized by them for such purpose, may contract in behalf of the
company in writing with employees for extra remuneration for future services, as
limited by the agreement of aseociation and as hereinafter provided.

8Ec, 2. Ne right of accounting.—It shall be agreed in each contract between the
company and any such employee that he shall have no right thereunder to any ac-
counting by the company concerning ite business or profits, and that, if notwithstand-
ing such agreement it is deemed that he has any such right, he waives the same.

8ec. 3. Subject to rules, and discipline and discharge— Appeal —Employees holding
such contracts shall at all times be subject to the rules and discipline of the company
and to discharge like pther employees, but with the right of appeal, upon discharge
or forced resignation, to the directors, whoee decision shall be final; such appeal to
be made in writing and presented within 30 days from the date of such discharge or
forced resignation; and pending the sppeal such employee may be suspended.

Sec. 4. Apportionment of net profits— Fractional adjustment.—8uch net profits as
are to be apportioned as exira remuneration for such services among the principal
employees shall be apportioned annually in proporticn to the emount of remuneration
actuslly received during the entire preceding calendar year by such principal em-
ployees (not including any remuneration for overtime work, pleeework o commis~

- sions), except that in determining such proportions all amounta in excess of $10 (the
par value of the shares of industrial partaership stock) or in excess of any multiple
of $10, up to and including $5, ahall be disregarded, and all such excess amounts
from $5 to and including $9.99 shall be considered $10. In making these fractional
adjustments, amounts may be supplied from or carried to the suspense sccount.
The directors may likewise, at any time after January 1, 1912, apportion similar net
profits earmed from the incorporation of this company to December 31, 1911, inclusive.!

Articie IX.—Amendment—Alteration—Repeal.

Amendment, alteration, repeal.—These by-laws may be amended, altered, or re-
pealed at any meeting of the stockholders, when only one clase of stock is entitled
to vote, by a two-thirds vote of all the outstanding stock of such class; and, when first
preferred and industrial partnership stock are entitled to vote together, by s vote of
two-thirds in interest of the total par value of the outstanding shares of said two clases
of stock, without regard to the presence of such two-thirds of each clase: Provided,
Aowever, That the notice calling any such meeting shall contain notice of the purpose
to amend, alter, or repeal a by-law or by-laws, epecifying or identifying the by-law
or by-laws to be amended, aléered, or repealed. !

1 For tssue of Industrial partnership stook for services, sss Articles of Association, parsgraph 8.
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As can readily beseen from the articles of incorporation reproduced,
ithe entire plan of this firm is based-upon specified contractual rela-
tions. Thus each of the participating employees, or of the industrial
‘partners, as they are called in the plan, in order to come under the
plan, is obliged to sign the following contract:

CONTRACT WITH EMPLOYEE FOR EXTRA REMUNERATION.
{Not a contract of employment.)

Co. and hereinafter called employee, in consideration of $1 by each
to the other paid, the receipt wRereof is hereby scknowledged by each, and aleo in
consideration of the following promises and agreements by each to the other made,
do hereby covenant, agree, and contract as follows:

(1) That certain provisions of the agreement of association and by-laws of zaid com-
pany relating to extra remuneration, printed on the back of this contract, are hereby
made, and agreed to as part of this contract.

{2) That, at the date of aigning this contract, maid employee is within eaid provisions
a8 to time of service and rate of remuneration, which are prehmmnry requisites to
boecoming s principal employee.

(3) That so long as said employee remains an employee of the company, and fulfills
for any calendar year all the euid printed provisions requisite to becoming a principal
employes, he shall be entitled ss principal employee to receive, as extra remuners-
tion for mervices for each such calendar year h  propertional share of net profits for
each such calendar year, to be paid to b in industrial partnership stock: Pro-
vided, That at the date when the vote is passed spportioning net profits for any preced-
ing calendar year he shall still be an employee of the company.

(4) The company may terminate or modify thia contract as may be required by any
alteration or amendment or repeal of said sgreement of amociation or by-laws,

PLAN NO. 3.

In many of its essential features plan No. 3 resembles closely plan
No. 1 reproduced and described above. Its main point of distinction
is tho fact that the beneficiaries are informed of the basis upon which
their shares will be computed.

The application of this plan is limited to ‘““men in the organization
who have authority to formulate policies, make commitments, engage
employees, and approve expenditures of money,” with the exception
of executives who have special bonus agreements with the company,
as part of their contractual salary.

For the purpose of distributing the available profits the ehg:ble em-
ployees are clussified into four distinet and separate groups, as per
section 2 of the plan, each group receiving a specific part of the total
amount available for distribution during each specific distribution
year, each group amount being apportioned among its members on a
per capita basis,

Provisions slightly different from those shown in the yeproduced
text govern the distribution of the profits assigned to group 4—
plant foremen, managers of bureaus, chief clerks of departments, and
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assistant branch managers. The points of distinetion are as follows:
(1) The form of payment of the shares is sll cash in group 4,
‘a8 sgainst part cash and part stock in the cases of the first three
groups, as per section 3 of plan; and (2) employees of group 4,
in case of leaving employment, forfeit share for eurrent year only,
while members of the first three groups, aside from forfeiting the
* shares for the current year, forfeit also one-fifth of the share paid to
them in stock (still held by the company) during the previous year.
The specific part of the divisible profits assigned to each of the
groups of participants varies from year to year, changes being made
at the discretion of the committee in charge of the plan. For 1915 the
fund was apportioned as follows: Groups 1 and 2 each received 30
per cent and groups 3 and 4 each received 20 per cent of the fund.
Of a total of 9,645 employees of the company, 271, or 2.8 per cent
participated in the distributed profits of 1914. The number of
employees in each of the four groups were as follows: 10 in group 1,
64 in group 2, 197 in group 3, none of the employees appearing in
group 4. This is accounted for by the fact that prior to 1915 this
group had not as yet been brought under the plan. The preliminary’
profit-sharing list for 1915 gives the group distribution as follows:
Total participating 314, of which 11 are in group 1, 36 in group 2,
52 in group 3, and 215 in group 4. On this basis the available profit-
sharing fund for 1915 will be distributed as follows:

TasLe 31.—DISTRIBUTION OF PROFITE OF 1915,

Employees par-
t&ipm
Ny of rﬂ
Group Ne. md
Number.| in cach

11

3%

52 16.8
215

To 85 per cent of all the participants will be allotted 40 per cent of
the profit-sharing fund, while 15 per cent of all—mostly high execu-
tives—will receive 60 per cent of all the distributed profits.

The text of this plan, as afnounced for 1915, is herewith reproduced
in full:

On April 6, 1915, the directors voted to continue the employees’ profit-sharing plan
for the year of 1915, making some modifications as to the grouping of participants but
not changing the total amount of the fund, and by reason of the responsible executive
position which you occupy and in the belief that your work and efforts can materially
influence the profits of the business. we take pleasure in advising you that your pame
has beeu piaced on the Hst of participants for this year.
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This statement of intention sonceming a valuntery and contingent distribution of
a cortain part of our 1915 profits does mot in any way constitute a contract on the part
of the corporation, ner alter or affect any of ita contract relations, with you or other
empioyoea, Unhmmmcaiwstoneemxmﬁm&achmnmoithmoﬁermml
understand thet you accept it on this condition,

Tho plas is continued for the fiscal year of 1815 only, but it will be renewed from
year to year unless, in the judgment of the board of directors, it shall prove undesirable,
or experionce suggests amendmente or medifications.

The deductions from the total net profita refetred to in the plan will amount to
approximately $2,848,000 for the yesr 1915, and therefore the total net profits this
yuear must excesd this amount before anything will be set aside for the fund, ¥or
sxample:

The amount

spplicable o
- ur
I the net The total ,0 fmup
rofits of tomdwild ...

015 wre— bo— oant, or—
$2, 840. 000 Nothing. Nothing.
8, 640, 000 $120,000 2 ..........
4, 840, 000 260,000 2 ..........
§. 640, 000 410,000  ..........
€. &40, 000 SH0.000 ... .....
7, 640, 000 10,000 ..........
Ete. Etc. Ete,

The number of participants in your group as at present constituted is —- men
abd your share, on & pet capita divigion, will be—— of the amount earned by yoar
group. lowever, the finanve commitieo reserves the right to incremse or decrease
the number of participants in your group as may be necessary from time to time
which of course tnay alightly alter theee fizures,

The fund ehall bs known as the “‘employses’ profit-sharing fund," and it shall be
administered by the finnnos commities and under the following terins and conditiona:

1. Tie fund.—The tund shall be computed in the following manner: From the con-
solidated net profits of and subsidiary companies as certified to by oar auditors
there shall be deducted: (1) The amount of the 7 per cent dividends on the preferred
stock; (2) the awmount which, under ite charter, the corporation is required to set
aside annually in “'Special surplus acecant” for the amertization of the preferred
stock, and (3)a further amount equal to 5 per cent upon the common stock cutstanding,
There shall thorcaftar be computed & sum amived at by taking 12 per cent of the
balance remaining up to the first §1,000,000 thereof; 14 per cent of such balance in
excces of $1,000,000 wnd up to §2,000,000; and 15 per cont of the excens of such balance
over §2,000.000, which sum shall constitute the fund.

Tho credits to the * Special surplus account ¥ for the amartiration of the preferred

stock will reduce the amouat of the prefarred dividesds, and thus increase the Mmount
available for the fund each yvar,

The total fund shall be distribyted to the participants by dividing the amounts into
four parts, one part for sach group, by use of percentsgrs adopted for each division
aanuslly by the tinance commitwa. Thereafier the amount of sach group fund chall
be equally divided amang the participants theswo! se described below.

2. Participants. —Employecs entitled to participate shall be only thome holding
executive peaitions ae described below, whese responsibilities include spending the
corporation's woney, handling its property, making commitments for its account,
and the emplorwment and smapervision of itr esaployece.

Purticipanta shall be divided into four groups, arcording to positions held, and
according %o whethor, and to what extaat, the fimance committes may deem » partici-
pant is contributing  the corporstion's profite by reasos of kris position, werth, and
lowuity, = follows:
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Group No. 1: The principal operating heads at and .

Group Ne. 2: Managers of principal departments, junior officers, mabagers large
branches, and general plant superintendents, at and .

Group No. 3: Assistant managers of principal departments, manigers minar
branches, assistant plant superintendents, and general foremen, at and ———,

Group No. 4: Plant foremen, managers of bureaus, chief clerks of departments and
sasistant branch managers.

At the beginning of each year, the official heads of the executive, manufacturing,
gales, financial, and accounting departments chall submit a list of proposed participants
to the finance committee, from which the committee shall make selections, approve
thoee entitled to participate in the fund, and notify each person accordingly.

No director of the corporation, nor any officer or employee holding a personal bonng
contract, ehall participate in the fund, unless such participation is approved by the
exeeutive committee.

8. Distribution of fund.—Within 30 days after the annual audit of the corporation’s
books shall have been completed, each participant will be notified of the amount of
bonus, if any, to which be is entitled under the plan and will receive a check for not
less than —— per cent of the amount and subject to poseible forfeiture mentioned
below, a participating certificate for the balance covering common stock of the cor-
poration, which stock will be delivered to him 25 per cent alter the first year, 25 per
cent after the second year, and 50 per cent after the third year, provided he has
continued uninterruptedly in the service of the corporation. Any dividends received
upon mid stock while in the possession of the corporation will be promptly paid to
participants. .

Participants shall have no right to assign stock held for their account by the eor-
poration, and any attempt at asignment will give the corporation the right to remove
the person making it from the list of participants. .

The finance committee shall have discretion after Aogust 1 of each year, if the net
profita warrant it and the market price of the common stock seems favarable, to buy
common stock from time to time for the account of the fund, in order to give employees
the benefit of purchases at s low prices as poasible.

" 4. Promotions.—In the event of promotion no change shall be made during the
current year in the group to which & participant is already assigned.

5. Rerignations.—Participants who resign from the service during the year shall
Bot be entitled to participate, proportionately or otherwise, in the fund of the current
year, and shall forfeit to the corporation as a penalty 20 per cent of the common stock
beld for their account from the bonus of the previous year.

6. Disminsals.—Participants dismiseed from the service during the year, for lack of
efficiency or because their services are no longer required, shall not be entitled to

" participate, proportionately or othetwise, in the fund of the current year, but shall
receive the full amount of commeon stock, if any, beld for their account from previous

Participants released on account of curtailment in business or shutdowns, and ot
on account of lack of efficiency or conduct prejudicial to the corporstion’s business,
or being officers and failing of reelection, shall be entitled to their proportionate
participation in the fund of the current year, and shall receive the full amount of
comumon stock, if any, held for their account from previous years.

7. Disability and death.—Puarticipants compelled to leave the service on accoent of
protracted illness, disability, or old age, shall be entitled to their proportionste par-
ticipation in the fund of the current year, and shall receive the full smount of common
stock, if any, held for their account from previous years.

In case of the death of a participant having stock held for his account as above,
the corporation shall promptly deliver it to his legal representative, and s soon there-
after as determined shall deliver to his legal represemtative his proportion of the cash
and stock from the fund of the current year.
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, PLAN NoO. &

Thia limited profit-sharing plan,-in operation since 1912," was
ramed, according to statementa of the management, with two ob-
oots in view-——(1) additional reward to and recognition of deservmg

bmployees, and (2) greater and better results for the company in the
way of greater efficiency, reduced costs, and improvement in the
hua.hty of the finished product.
’ Profit sharing under this plan depends, first, on the company’s
net income for the year, the rate of participation being governed by
the amount of such income in excess of stipulated requirements;
pecond, on the standing of the partioular manufacturing or sales unit
with which a specifio employece is connected; and, third, upon the
langth and character of the service of the individual employee.
~ Individual shares of profits depend upon the net income of the
company above a oertain specified minimum. When the net profits
of the business exceed the stipulated minimum, for the first $100,000
of such excess a profit-sharing dividend of 8 per cent on salaries or
wages is declared; for the second $100,000 in excess of the minimum
8.1 per cent is paid; and for each additional $100,000 above the
minimum profits two-tenths of 1 per cent is added. At a certain
point further the relative increase is changed from two-tenths of 1
per cont to three-tenths of 1 per oent. Shares or profits are paid
wholly in cash, but under certain conditions the eash received by an
employee as his profits may be used to purchase shares of common
stock of the company at par. For instance, each employee whose
dividend totals $200 or more is privileged to subscribe for whole
shares of the company’s common stock at par ($100) up to the
amount of even hundreds of his cash distribution. Such subscriptions
are entirely optional with the employee,

The plan is administered by a committes consisting of the officers
of the company and the head of each department involved.

The standing of the particular manufacturing or sales unit for pur-
poscs of profit sharing is established by a very elaborate method of
accounting which takes into consideration ocontrollable costs and
quality of finished product in the case of manufacturing units, and
increased sales, controllable sales expenses, eto., in the case of sales
units, Itistobonoted that the basis of factory participation is quality
and cost of the finished product. In order to equitably determine
the eligibility of the various factories it was found necessary to adopt
*a fow arbitraries,” as detailed below.

Owing to the fact that the factories are located in different zones—
paying different prices for their manufacturing material—it was
deemed fair that all factories be charged with the same price for
their raw materials; also that the charge for depreciation be elimi-
mhdfmmfmtoryexpenses. Thnndonomo:dertoputallthe

55531 *—Bull, 208—17—4§
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plants on the same basis, thus holding the superintendents and their
assistants responsible only for expenses directly under their control.
. By reason of the factories manufacturing different sizes and
brands, and in order to level them down to & common basis, a system
is in force whereby the average cost of the total output of each factory
i1s sscertained; am arbitrary fizure per unit is then credited to the
factory having the lowest cost and the other factories making the same
size or brand are credited with the difference between their cost
and the lowest cost plus the arbitrary figure. All factories coming
within & fair range of best practice are eligible to profit sharing.

To cover finished product not up to the standard quality, ranging
from one-tenth to one-half of 1 per cent of their year’s output, the
factories are penalized from a minimum of 2 per cent to & maximum
of 10 per cent. Any factory exceeding one-half of 1 per eent becomes
ineligible for profit sharing that year.

The positions participating in the profit sharing of factories are as
follows:

Superintendent, assistant superintendent, head bookkeepers, in-
spectors, foremen, operators, chief engineers, chief firemen, and
chemists.

Clty Branches.

In determining the eligibility of the city salec branches, an effi-
ciency score is kept on the foliowing lines:

Sales.—For each 1 per cent of increase, credit is given up to s
maximum of 20 points; minimum, 2 points.

Cash collections.—For each one-fourth of 1 per cent over standard,
eredit 38 given up to a maximum of 20 points; minimum, 10 pomts

Conlainer collections.—For each 1 per cent over standard a maxi-
mum of 10 points; minimum, 5 points.

Total operating cost, per point.—For each one-tenth of 1 per cent
decrease per point, credit is given up to a maximum of 26 points;
minimum, 2 points.

General condition of branch property.—Maximum of 8 points, mini-
mum of 3 points.

Condition of salesmen’s books.—Maximum of 8, and minimum of 3
points.

Condition and @ppearance of equipment—Maximum of 8, and
minimum of 3 points.

This allows a possible score of 100 pomts A scare of 70 or more
points entitles to profit sharing,.

Rents and depreciation are eliminated in establishing cost of
delivery.

The participating positions are as follows:

Superintendents, assistant superintendents, inspectors, cnshm
and head bookkeepers.

-~
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General ofice and fleld man,

To this group of participants belong employees holding the more
important positions in the general office and some men in the field
not connected with any particular plant. All employees in the gen-~
eral office receiving $2,000 or more per annum are eligible, unless in
some specific case & department head recommends otherwise. The
admission of employees receiving this salary, without regard to posi-*
tion, is considered fully warranted, as under this company’s method
of advancement, it is said, it means proven efficiency as well as a
satisfactory service. When the force is augmented by outside men.
at asalaryof or exceeding $2,000 (which is not frequent), it is invariably
because of a technical knowledge or a special fitness which would
entitle them to profit-sharing consideration aside from salary.

Salesmen.

The eligibility of salesmen is dependent on a certain percentage
of increase in the sales of the company’s leading brand over the sales
of the previous year.

Reaslis of the warking of the piun.

A total of $171,824 was distributed as profits during the first two
years of the operation of the plan, the dividends on the earnings of
the participants amounting to 8.3 per cent in 1913, and 8.1 in 1914,
No profits were available for distribution for the business year end-
ing June 30, 1915. The relative proportions of the total employed
that participated were as follows: In 1913, 837 or 9.8 per cent; in
1914, 860 or 9.2 per cent. The cost of the plan to the management,
in terms of a percenfage of the total Jabor pay roll was 1.3 per cent
and 1.2 per cent in 1913 and 1914, respectively.

PLAN NO. &

The application of the following plan, No. 5, is restricted to em-
ployecs earning ‘“not less than $730" per year. The first distribu-
tion under it will be made on February 1, 1917.

The following is the text of this plan as announced to the officers
and employees of the company on December 31, 1915:

1. The company will dimribute among the officers and employess entitied to shave in
the benafits of the plan 80 much of its common stock as shall have boea acquired by it
for the purpose by an expsuditure of money equal in amount to ) per cont of ita net
profita for the yoar 1916 remaining after making certain deductiona, so horeinafier do-
fined and sxplained. Net profits remaining after such deductions shall mean the net
profits remaining after deducting fram the consolidated net profits of the company for
the yeur 1018 as determired by ita auditors, whoss determination shall be final—first,
the full amount of dividends on the preforred stock of the company for the ysar 1916
and then an amount equal to § per cent on its common stock outstanding at the ond of
the year,
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2. Only officers and employees, other than pieceworkers, who shall have been in tha
employ of this company or one of its szid subsidiary companies for approximately the
entire calendar year 1916 and shall remain in such employ until February 1, 1917, and
whose salary for the year 1916 shall have been noi less than approximately $780, shall
be entitled to share in the benefits of the plan. No officer or employee shall, however,
be entitled to share in the benefita of this plan who shall have sold or otherwise dis-
posed of any stock received by him urder the profit-sharing plan of 1915, or who shall
have sold or otherwise disposed of or attempted to sell or otherwise dispose of any
etock in anticipation of the receipt of such stock by him under this plan for the year
1916, uniess the committee mentioned in paragraph 4-of this plan shall consent in
writing to any such eale or other disposition.

3. Subject to the right of such committee to exclude any officef or employes for any
cause which it deems proper, the stock to be distributed under this plan for the year
1916 shall be distributed among the officers and employces mentioned in the preceding
paragiaph 2 as nearly as may be pro rata upon the following salary basis: The full
salary received for the year 1918 by each officer and employee entitled to share in the
benefita of the plan, who shall have been so employed approximately from January I,
1915, to February 1, 1017,'and one-half of the salary received for the year 1916 by each
officer and employee entitled to share in the benefits of the plan so employed for a leas
period, but not less than from approximately January 1, 1916, to February 1, 1917,
shall be taker: a3 the basis for distribution. ‘

4. The determination of what officers and employees shall be entitled to share in the
benefita of the plan, the amount of their salaries to be taken for the purposes of the
Plan, all matters to be determined under the plan, including adjustments as to frac-
tional shares, and all details of the plan and its operation shal! rest with a committee
of the board of directors of this company, consisting at present of Messrs. g ——y
and -———, whose determination shall be final.

b. Nothing in the plan contained shall be deemed to limit the power of this company
or of its said subsidiary companies to discharge any officer or employee at any time,
with or without cause, and any officer or employee so discharged ehall not be entitled
to share in the benefits of the plan. This company reserves the right to dispose in
whole or in part of its interest in any subsidiary company at soy time, in which event
the officers and employees of such subsidiary company shall not be entitled o partici-
pate in the benefits of the plan, except to such extent, if any, as the commitiee of
directors above mentioned may deem proper.

" 6. The provisions of paragraph 2 of this plan that no officer or employee who shall
pell or otherwise dispose of his stock shall be entitled to share in the benefits of the plan
unlesa the committee shall consent to such sale or other disposition, were inserted in
furtherance of the fundamental idea of the plan that the officers and employees of this
company and its subsidiaries would be included among its permanent stockholders
and as part owners of its business and propertiea be directly and vitally concerned in
its continued prosperity and success. To the extent therefore, that officers and em-
ployees sell or otherwise dispoee of their stock, the real purpose of the plan is defeated.
The retention of their stock by officers and employees from year to year will result in
constantly increasing benefits and 3dvantages to such officers and employeee and to
the company alike, and in this way the fundamental purposes of the plan can be ac-
complished. The committee will be glad, however, to consider and pass upon the ap-
plication of any officer ar employee of this company, if unusual circumstances at any

7. Thie plan is applicable only to the calendar year 1916. 1t is the intention of the
company, however, to continue such plan from year to year, unless in the judgment
of its board of directors it shall prove unsatisfactory or experience suggests amendmants
or modifications,
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BONUS PLANS COMMONLY KNOWN AS PROFIT SHARING.

The term “proﬁb sharing” has been extended in popular usage to

include several bonus plans, the essential features of which are clearly
outside of a correct interpretation of the term.. These schemes,
nlt,hough providing a supplementary remuneration to the ordinary
'earnings of employees, do not invelve a direct or definite relation to
.the net profits of the enterprise.
! In examining the profit-sharing system of an establishment little
lconcern is generally given to the theoretical conceptions of the em-
‘ployer who formulated it. Interest lies rather in the fact that the
employer is willing to share a part of his profits with his employees..
This interest is heightened in some cases by the fact that the amount
thus distributed is considereble, presenting a marked augmentation
to the ordinary earnings of the employees.

Ir many instances, profit sharing (as popularly understood) takes
the form of a simple bonus in terms of a percentage on earnings which
is given to employees at the end of the business or calendar year, the
pereentage varying with the length of service. In most of these in-
stances the bonus is a8 mere gift which is not guaranteed and bears no
direct relation to the profits realized, even if the amounts distributed
vary more or less with the general prosperity of the business. In one
notable instance, one of the most widely known, the profits likely
to accrue within the year are estimated, about one-half of this esti-
mated amount being distributed among the employees of the concern.
The distribution under this plan takes the form of a guaranteed
minimum wage per day, graded according to skill.

Prufit sharing, properly speaking, should clearly be distinguished
from those related forms of remuneration in addition to ordinary
wages which do not depend directly or vary with the net profits of
the enterprise.  Whatever merit the plans presented in the follow-
ing section may have, they can not be classified as involving the ap-
plication of the principle of profit sharing. Inasmuch, however, as
many of such plans are commonly thought of and discussed as profit
sharing, it was deemed desirable to give complete accounts of the
workings of the more notable types of such plans in operation in the
United States at the present time.

The main interest of the plans described in this section lies in the
factors which determine the bonuses to be distributed and the condi-~
tions which determine participation. In plan No. 1, presented below,
the amounts to be distributed depend upon the length of service and
a subscription for s specified amount of stock of the company. In
plan No. 2 the distributions depend wholly upon the skill of the em-
ployees, as indicated by the rate of wages received and upon & mini-
mum length of service. In plan No. 3 the conditions under which the-
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various bonuses are paid are the nature of the work and the merit of
service. In the various stock subscription plans, types of which are
shown on pages 136 to 157, the extra remuneration depends upon
subscriptions for stock, while in the various so-called cash bonus
plans based upon the length of service, the extra remuneration depends
upon both the earnings of an employee and his length of service; the
plan on pages 158 and 159 is presented as typical of the latter
group. In the plan described on page 161 the hourly rates of wages
paid vary with the gross receipts, while in the plan given on
page 162 the daily wage varies with the price for which the manu-
factured -commodity is sold. Finally, under the plan described
on pages 164 to 166 the bonus dividend on the earnings of the em-
Ployees depends upon the savings collectively effected in a specifie
department over and above an established standard.

PLAN NO. L
HISTORY OF THE PLAN.

This plan, which was established in 1887 and revised last in
January, 1913, is applicable only to employees who earn $1,500 or
less per year, excluding salesmen and traveling representatives. It
provides that an employee in order to be eligible to participate in the
benefits of the plan must either own or subscribe for an amount of
common stock of the company equal to one year’s salary, neither
more nor less.

Upon application and after approval by the company, the required
amount of stock is issued at its market value and held for the em~
ployee by three trustees selected by the board of directors of the
company from its officers, directors, or employees. A cash payment
of 2} per cent of the cost price of the stock is required at the time
of subscription, and a yearly cash payment of at least 4 per cent of
the tots]l amount of subscription must be made until the stock is
paid for in full Three per cent interest is charged on the unpaid
balances in the meantime,

Immediately upon payment of the first installment of the purchase
price, each employee receives a “ trust receipt pass book,” containing
the formal contract between himself and the company, called a
“{rust receipt.” This trust receipt entitles the holder to a dividend
at the rate of 18 per cent upon the amount of his wages for the year, in
addition to the regular dividend on the common stock that he holds.
Both these dividends are applied toward the payment of the stock,
but trust receipt dividends are credited to the employee only if he
has been in the employ of the company continuously during the
preceding half year, dividends being paid on January 1 and July 1
of each year.
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After the stock has been paid for in full, the employee’s ¢ trust receipé
pass book” is exchanged for a “ paid-up trust receipt’’ and all further
stock dividends, as well as * trust receipt dividends,’’ are paid in cash.
If the employee chooses, however, to withdraw from the plan before
he has been a participant for two years, all trust receipt dividends
which have been credited to hnn are deducted from the amount due
him.

After an employee has been a participant in the benefits of the plan
or an owner of common stock for five years, he may increase his
common-stock holdings to 125 per cent of his annual earnings and
receive trust receipt participation dividends at the rate of 20 per
cent. After 10 years he may increase his holdings to 150 per cent
of his annual wages and receive trust receipt dividends at the rate
of 24 per cent, the maximum.

Employees are prohibited by the company from assigning or trans-
ferring trust receipts or any interests represented thereby.

An employes may, by giving notice at any time, withdraw from the
scheme and surrender his holdings; if he decides to withdraw before
being a participant at least two years, or before his credits from all
sources equal 35 per oent of his subscription, he forfeits all dividends.
If he withdraws from the scheme after having been a participant for
two years or more and the amounts credited to his account from all
sources equal 35 per ocent of his total subscription, he may, at the
option of the company, and under certain provisions, be paid dividends
on his stock, and also receive trust receipt dividends. In this case,
he is debarred from further participation in the benefits of the plan.

Aftor having beon a participant for two years or more and having
paid his stock subscription in full, an employee giving notice of
withdrawal has the option of receiving either stock certificates or the
cash, equal in amount to his credit from all sources. As in the case
of the other employea he forfeits the right to again participate in
the benefits of the scheme.

The rules governing the operation of this plan since January 1, 1913,
will be found in the following text of the revised plan, issued in pam-
phlet form by the company:

RULES QOVERNING OFERATION OF PLAN.

PLAN FOR TRUST RECEIPT DIVIDEXDS FOR EMPLOYEES THROUGH
. STOCK OWNERSHIP,

APPLECATION.

Any smployss of the Co. (hervinafier called “the company ™), sarniag an
smount nol axcesding $1,500 a yesr, axcluding. however, salesman s traveling repro-
ssntatives, may upon application to the treasuwrer of the company and after approval
by the company, have purchased for his account, at its market value at the time of
application, an amount of common stock of the company equal %o his snmual wages,
but neither more nor lems, except as hareinafter provided.
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TRUBTEES,

The stock so purchased for an employee shall be held for the benefit of the employee
by three trusiees to be appointed from time to time by the beard of directors of the
company, which trustees may be selected at the board’s diacretion from its officers,
directors, or employees.

PAYMENTE, CREDITS, AND INTEREST.

Buch employee shall pay in cash toward the purchase of stock at the time of the
approval of his application for its purchase not less than 24 per cent of the cost price
thereof. He shall also pay in cash during each year succeeding the day of purchase,
until the stock'is fully paid for, not less than 4 per cent of the total amount of his sub-
acription,

All dividends declared upon the stock so purchased for an employee and all trust
receipt dividends due such employee, as hereinafter provided, shall be credited
upon his unpaid balance until said stock and all interest payable are fully paid.

Upon the unpaid balance which remains after crediting cash psyments, dividends
on stock, and trust receipt dividends, the company shall charge the employee intereat
at the rate of 3 per cent per annum; when, however, the stock subscribed together
with all interest due have been fully paid, trust receipt dividends and dividends
upen the paid-up shares of stock shall be paid in cash to the employee subject to the
conditions hereinafter provided.

TRUST RECEIFT PASS BOOKS, PAID-UP TRUSBT RECEIPFTS, AND TRUST RECEIPT DIVIDENDS.

Immediately upon the first payment on the part of the employee on aceount of the
purchase price of the stock, the trustees shall issue to the employee making such
payment a trust receipt pass book, containing the formal contract, called the trust
receipt, between the company and the employee and stating the amount of stock
bought and the amount of money paid on aceount of such stock, and guaranteeing to
the holder of the trust receipt, dividends upon it, at the rate of 16 per cent per annum
upon the amount of wages actually earned by him during each year or part thereof,
subject to the following conditiona:

{a} Trust receipt dividends shall be payable semiannually January 1 and July 1,
and shall be credited on those dates on the employee’s unpaid balance as bereinbe-
fore provided.

() Said trust receipt dividends shall be credited to the empluyee only in case ho
in in the employ of the company on the dates said dividends become payable, and
ghall have been in the employ of the company continuocusly during the semiannaal
period just preceding or from the date of his trust receipt pass book, if same was iseued
during the previous semjannual period.

{¢) Should the employee leave the employ of the company or make application for
withdrawal from this plan during the eaid semiannual period, he shall not be entitled
to receive or be credited with any trust receipt dividend whatsoever on the wages
eamed by him during any portion of such period.

(d) When the purchase price of the stock subacribed by any ewmployee, together
with all interest payable, are fully paid as hereinbefore provided, then the trustees
ghall recall the trust receipt pass book and shall isue to the employee instead thereof
8 paid-up trust receipt, and all further truet receipt dividends, as well aa dividends
on the stock held for him under thia plan, ehall be paid to the employee in cash,
subject to all conditions herein stated, and subject in particular to the further con-
dition that if the employee should make application for withdrawal from this plan
before he has been a participant under same for two years, all trust receipt dividends
that have been paid to him in cash ehall be deducted and retained by the company
from the cash returnable io him.



PROFIT SHARING IN THE UNITED STATES. : 80
-~

Neither trust receipt pass book nor paid-up trust receipt, nor any interest therein
nor any stock represénted thereby, can be astigned or transferred by the employee,
and the company will not recognize any such asignment or transfer from the name
of the original holder. ‘
The trust receipt pase hook or paid-up trust receipt shall be surrendered to the
company whenever ita holder has demanded and received a certificate or certificatey
of the common stock of the company therefor, or has been paid or tendered the value
of his interest in such stock; or after termination of his employment, upon payment
or tender to him of the value of his interest in any sach trust receipt pass book or
paid-up trust receipt on the date of the termination of his employment, according
to the provigions of this plan. :
The truatees, from time to time, as dividends or paymenis are credited or interest
charged for the account of the employee, shall have proper entries made in his trust
receipt pass book.
- INCREASE OF HOLDINGS AFTER FIVE YEARS,

After an employee has been a shareholder of the common stock of the company for
a term of five years, he may, upon written application to the treasurer of the company,
increase his holding of stock under this plan by an ameunt egual to 25 per cent of
his annual wages at the time he makes application for such increase, and thereafter
while he remaine an employee receive a trust receipt dividend at the rate of 20 per
cerit per annum upon his wages, subject, however, to conditions (a), {b), (c), and (d)
hereinbefore stated. The additional stock so purchased for his account shail be held
by the trustees subject to all provigions and conditions herein contained.

INCREASE OF HOLDINGE AFTER 10 YEARS.

After an employee has been a ghareholder of the common stock of the company for
@ term of 10 years, he may, upon written application to the treasurer of the company,
increage his holding of stock under-this plan to an amount equal to 150 per cent of
hie annual wages at the time he makes application for such increase, and thereafter
while he remains an employee, receive a trust receipt dividend at the rate of 24 per
cent pet annum upoen his wages, subject, however, to conditions {a), (b), (¢), and (d)
hereinbeiore stated. The additional stock so purchased for his account shall be held
by the trustees subject to all provisions and conditions herein contained.

An employee holding a paid-up truat receipt who increases his subscription under
any of the provisions of this plan shall have issued to him & trust receipt pass hook
for such increase, When the amount of this additional mhacnpuon, togeilier with

all'interest thereon, is paid in full, a new paid-up trust receipt covering both amounts
will be issued to him in exchange,

INCREASE OF HOLDINGS UPON ADVANCE IN WAGES.

An employee receiving an incresse in his annual wages—such wages, with increase,
however, not exceeding $1,500 per annum—may, upon approved application to the
treasurer of the company, have purchased for hig account, subject to all the condi-
tions of this plan, an additional amount of the common stock of the company at ita
then market value equal to the increase in his annusl wages. Until such application
ia actually made to the treasurer of the ¢ompany and approved ihe basis upon which:
trust receipt dividends are payable to the employee shall remain unchanged.,

Any employee under this plan whose wages are increased io & sum in excess of §1,500
per anvurs, and whose trust stock haa not been paid for in fyll, may retain hise stock
under this plan, provided he shall continue to pay annually on sccount thereof an
amount equal to the 4 per cent per annum payment required under this plan, plus a
further amount gqual to the annual dividends previously credited to his account until
same is paid for in full,
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Any employee whose wages are increased beyond $1,500 per annum, who has paid.
for his stock in full, shall receive at once certificates of stock covering the full shares
and cash for any fraction thereof to which he may be entitled, on surender of his
paid-up trust receipt. Refund for any fractional interest shall be based upon the
then market value of the stock.

WITHDRA WAL.

An employee may at any time surrender his trust receipt pass book or his paid-up
trust receipt and withdraw his interest thereunder, subject to the terms and condi-
tmns stated below:

Notice and surrender.—He shall give notice in writing to the treasurer of the com-
pany of his desire to receive such money or stock as may be due him, and shall, with
said written notice, surrender his trust receipt pass book or paid-up trust receipt.

Withdrawal before participation for two years.—An employee who has been a holder
under this plan of either a trust receipt pass book or a paid-up trust receipt for a perigd
of less than two years prior to the date of his written notice of withdrawal shall have
refunded te him only such &n amount as he actually has paid in cash.

Withdrawal before payment in full —In the event of an employee giving written notice
of his degire to withdraw from this plan before the amount of his cash payments, divi-
dends on stock and trust receipt dividends less interest payable, equal 35 per cent of
the total amount of his subscription, there shall be refunded to him only such money
88 he hasactually paid in cash toward the purchase of his stock. He shall not derive
the benefit of any dividends of any kind whatsoever which may have been credited.

In the event of an employee who has been a holder of a trust receipt pass book for
% period of two years or more giving written notice of his desire to withdraw from
this plan, after the amount of his cash paymenta, dividends on stock and trust receipt
dividends leses interest payable, equal or exceed 35 per cent of the total amount of his
subscription, he shall receive within 90 days thereafter, at the company's option, an
amount equal to the money paid by him toward the subscription price of his stock, plus
the dividends on his atock and trust receipt dividends credited, less interest payable,
subject to all conditions and provisgions herein stated: Provided, That thie privilege
shall not be given to anyone who, to bring the total amount of his net credits to 35 per
cent, has paid more than 5 per cent of his total subacription within 60 dayas next pre-
ceding hio notice of withdrawal. The employee so withdrawing, upon receiving the
value of his interest in this plan, either in the common stock of the company or its
money equivalent as provided, shall suwrrender all rights hereunder and shall be
debarred frem further right to subscribe for stock or to have or enjoy any of the privi-
legeaof thisplan, He ahall not be entitled to receive any trust receipt dividends upon
wapes earned after date of written notice of his desire to witbhdraw, nor shall anyone
receive any such trust receipt dividends who is not the rightful holder of & trust
receipt pass book ar paid up trust receipt.

Withdrawal after payment in full —If an employee who has been a holder of & trust
receipt for two years or more, and who has paid his subscription in full with interest,
ghouid desire to withdraw the paid upstockheldinmﬁrhimmdethisphn,w
its money equivalent, he may doao by giving 90 days’ notice in writing to the company
of his intention o to do.

At the end of 90 days, or before at the opticn of the company, there shall be deliv-
ored to him certificate ar certificates of the commaon stock of the company representing
stock paid for under this agreement, or its money equivalent, based upon the market
price of the stock on dste of written notice of withdmwal, and subject to all condi-
tions and provisions herein stated: Provided, Aowever, That the total cash payments
made by the employee during the 60 days immedistely prereding the date of his
written notice of withdrawal be not in excees of 10 per cent of the total amount of his
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subscription, in the manner stated in the preceding clause entitled **Withdrawal
before payment in full.” No certificate shall be demanded or issued for a fractional
share of stock. .

An employee receiving such stock or its money equivalent as provided ehall sur-
render all rights and privileges under this plan, as stated at the close of the preceding
clauee entitled **Withdrawal before payment in full.” :

Withdrawal or discharge of employee.—The act that an employee is taking advantage

‘of and is receiving the benefits of this plan, shall not deprive the company of the
“right at any time to discharge such employee and thereby terminate his participation
‘under the plan. Bhould the employee be discharged or should he leave the employ
ol the company for any cause, he ahall within three days thereafter, make written
application for the withdrawal of hia interest under this plan. In the event of his
failure to do so then his participstion in the benefits of the plan shail cease and deter-
mine upon the termination of his employment, and settlement shall be based an the
status of his account on said date of termination, subject to the conditions and pro-
visions herein stated.

SETTLEMENT UPON DEATH OF EMFIOYEE.

In the svent of the death of an employee participating in this plan, there shall be
paid to hie eatate ell money paid by him on sccount of his subscription te stock
under the plan, together with all dividends credited upon the purchase price of said
stock leas the amount of intereat, if any, remaining unpaid. In addition, his estate
shall receive in cash the benefit of any tucrease in the market value of his investment
over and above ita purchase price.

This arrangemont shall be effective regardless of the amount paid toward the origi-
nal subscription,

GUARANTY.

H, on the date of the signed application of an employee for withdrawal ot his interest
under this plan, the market value of the total stock held for him is less than the total
of his subecriptipn in money, there shall be refunded to him, without deduction, sll
money paid and dividends credited, less interest paymble, subject however to all
conditiona governing withdrawal before or after payment in full,

Any increased value of the employee's stock on the date ol his application for
withdrawal shall accrue to him oaly in the event that his subacription shall have been
peid in full, and subject in particular to the conditions governing withdrawal aiter
payment in full.

All stock held by an employee under this plan shall be considered as & whole, and
fractional additions made from time to time, s the result of misry increases or for
other ressons, shall not be considered in making refunders as [sic] separate sub-

BETOCK INCREASRS.

1f st any time common capital stock is issued o stockholdern for cash, thea » holder
of stock under the trust receipt plan will have sdded to his account s pro rata portion
of such increass less such an amount which, soid at the current market, will produce a
wum ruficisat to pay for his pro rata aliotment, and the remmining amount of stock
shall be added without cost to the account of the trust receipt hoider.

Any incresse in the common capital stock distributed to commen stockholders s
a dividend shall be added to the account of a trust receipt holder in his proper pre-
partion, without charge or deduction in amount, and such stock dividend may not
be sold or citherwiee disposed of, but must be addod to the account of the emaploves
until such account is terminated in accardance with other seetions of this plan.
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PASS BOOKS AND TRUST RECEIPTS-—FPROPERTY ‘OP THE COMPANY.

Trust receipt pass books and paid up trust receipta shall belong to the company
and shall be surrendered to it whenever a holder, after paying for the interest repre~
sented by such receipt or pass book, has demanded or received a certificate or certifi-

- cates of the common stock of the company therefor or has been paid or tendered the
value of such interest; or after termination of the employment of the receipt holder,
upon payment or tender to him of the value of his interest in such receipt according
to the provisions of this plan,

TERMINATION OF PLAN,

The company reserves the right as against any or all employees to terminate this
plan altogether at the end of any fiscal year, and in such event settlement with each
truet receipt holder will be made according to the condition of his individual account
at such time and under the aforementioned conditions governing withdrawal,

RESULTS OF THE WORKING OF THE PLAN.

The following table shows in detail, by distribution periods, since
1903, the number and per cent of employees participating, dividends
to employees, and the cost of the profit-sharing plan to the company
in terms of a percentage of the total pay roll of the establishment.
TABLE 32, —NUMBER OF EMPLOYEES, PROPORTION PARTICIPATING, PARTICIPA-

TION DIVIDENDS TO EMPLOYEES, AND CO8T OF PROFIT-SHARING PLAN TO
EMPLOYER, BY DISTRIBUTION PERIODS, 1903 TO 1915.

Emplovees P ol
participating ay 10l 0f PAr" | yyividen-is to snployees
in profits. ticipnots.
Total Per
Dividenc}ngleod end-| oo Tortgll lpl]’ Per Per | cont
ployeas. - Pu; - ca:‘n . eutu of pﬁy
Num- | cet o Q To.
ber. ::L Amoutit. total Amoung i total] of *
pa pa; -
[ B | B
pants
940 4581 48.7 213,060 134,762 | 57. 6 $16,178 1 0.0 12.0
952 476 | 50.© 235, 904 111,551 | 50.3 16,903 1 7.1 129
987 474 | 8.0 250, 608 149,307 | 50.8 17,924 | 7.1 120
1,043 490 ]| 42.8 m, 140 L2009 | 57.5 18,841 | 7.0 121
1,008 529 1 48.2 273,038 161,868 { 50.2 19,4081 7.1 120
1,157 531 | 45.0 289, 050 66,693 1 57.7 ,004 | 6.9 120
1,176 527 g.ﬁ 292,797 170,034 | 58.1 M405| 7.0 120
1,540 535 .7 30, k2 171,043 | 44.9 2,58 b4 129
1,564 5251 H.0 385,997 171,901 | 40.7 20,60! 53 12.0
1,980 551 | 77.8 479,99 166 510 | 34.7 0.22] 4.2 12.3
1,986 537 | 1 485, 406 168,750 | 3.8 21,20} 4.4 128
2,040 5091 2.4 515,855 174,108 | 2.8 2,310| 4.3] 128
2,082 584§ 8.0 523, 684 1%, 36.0 5,055 1 4.6 127
2,601 647 | 4.9 T2, 284 199,453 | 27,6 . 15 127
2,040 ™\ 21.5 734,984 28,557 | 3.3 2319]| 4.0 128
2,687 78 . 29.0 752,871 236,632 | 3L.4 30,6101 4.1 129
2, 795 | 2.3 763, 5606 251,073 | 2.9 2, 412 12.8
2,840 859 | 20.2 a4, THR 20,505 | 34.0 35,5221 4.3 12.7
2,852 250 33.3 8332, %0 23,4056 1 34.0 . 140 4.3 123
2,063 1,122 37.9 926,136 340,807 | M. 8 57,600 6.2 1.9
2or0]| 1,772 427 937, 877 335,12 | 421 67,5051 7.2| 172
2,994 E 474 49.2 992,128 443,581 | §4.7 75,557 7.8 17.0
2915 1,653 | 56,7} 1,003, 280 495, 709 | 40,4 84,176 | B4 17.9
2,912 2,003 ) 8R. 8 954, 31 590,133 | 60.0 90,549 [ 10,1 1.9
2,808 | 5,901 {687 907, 756 G648, 444 | 619 10,671 | 1LO e

Since 1903 the proportion of the total employed that participated
jn the benefits of the plan varied considerably—{rom 24.9 per cent

v
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for the distribution period ending June 30, 1910, to 68.8 per cent for
the period ending June 30, 1915. The average proportion partiei-
pating for the entire period was slightly over 40 per cent of the total
employed.

The size of the participation dividend, as might be expected, did
not vary as much as the proportion of employees participating, -The
lowest average dividend paid to an employee—12 per cont—was dur-
ing the first years of the operation of the plan, while the highest
average dividend—16.9 per cent—was paid at the end of the period
ending June 30, 1915. \

Below is presented a table showing the occupation groups of the
participating employees for one representative distribution period,
ending December 31, 1915:

TariE 33.-NUMBER AND PER CENT OF PARTICIPATING EMPLOYEES IN EACH OCCU-
PATION GROUP, FOR THE DISTRIBUTION PERIOD ENDING DEC. 31, 1915,

Employees.

Occupation group. —_—_—
Number. } Percent.

38 1.9

506 254

1,447 | 727

e T o

1,91 l 100,

-The provisions of the plan, as described in detail above, exclude
from the benefiis of the plan employees whose earnings exceed $1,500 -

. per year; this accounts for the small number of executive and super-

visory employecs that participated in the distribution of December 31,
1915, namely, 1.9 per cent. All of the latter were foremen, As the
table shows, over 70 por cent of all the participants belonged to the
group of mechanical or manual occupations, skilled and unskilled.

The following. table shows the changes in the total number em-
ployed and the number participating, 1904 to 1915:

TAopLE 34.—NUMBER AND PER CENT OF EMPLOYELES PARTICIPATING IN PROFITS,
BY YEARS, 194 TO 1975,

Fmployees partir-mat-
ing in pro,
Tatnl emm-

Year, ployees. . e —

Numhber. | Percent.
*

970 475 40.0
1,071 514 48.0
1,166 52 46.4
1,542 530 . 3.4
1,983 544 . 2.4
2,061 592 87
2,621 687 26.2
2,609 7 2.2
2,646 905 31.2
2,973 1,197 40.3
2,955 1,861 0 529
2,005 " 087
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On December 31, 1915, 1,997, or 68.7 per cent of all the employees
of the company, with the aid of the plan, were holding 3.2 per cent
of the total number of shares of common stock of the corporation,
and 2.8 per cent of the rumber of shares of common and preferred
stock of the concern combined. The 4,378 shares of common stock
held by them on the above-mentioned date had a market value of
over three million dollars. The aggregate amount of money paid in
by them to cover their subscriptions since 1903 was $543,616. -No
modifications in the essential features of the plan as outlined above
are contemplated in the near future.

PLAN NO. 2.

"The relation of the amount of money distributed as “profits”
under this plan to the actual profits of the company is discretionary.
It is stated by the company to be as follows:

The amount of the profits to be distributed among the employees
will be determined yearly and will be based upon the result of the
compzany’s business during the previous year, together with an esti-
mate of what the profits will be during the year to come. The amount
of profits to be distributed, once determined, will not be changed,
however, during the year.

The plan went into operation January 12, 1914, and since that
date the participation rates as described below have undergone no
change. Inasmuch as it can hardly be assumed that the profits of

_the company have undergone no variation during this period, it can
not be said that there is an immediate relation between the net
profits of the business and the amounts distributed to employees
under this plan. For this reason, whatever of intrinsic value the
plan may have, it may not properly be classified as profit sharing,
for, as pointed out in this report, one of the essential principles of
profit sharing is that the amount distributed to participating em-
ployees shall depend upon and vary with the net profits of the
enterprise.

Under this plan the so-called share of profits that each employee
receives although paid at the same time as his wages is yet separate
and distinct. The detailed provisions governing the plan seem to
indicate that the design is to give to the employee who is getting the
least wages the largest share of the “profits.” This can readily be
seen from the text on page 99 showing rates of wages, participation
rates, and total daily income of specific classes of employees.

THE BASIC WAGE OR SALARY.

Before the introduction of the plan in 1914 an effort was made
by the management to determine and establish what would be an
cquitable basic wage for specific grades of work, the elementa_l baa’ls
for such classification being the relative amounts of skill required in
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specific grades of work. Aceordingly, such a classification was worked
out from a general survey of the entire operating force.

A3 a standard of comparison for the individual skill of each operative
the established shop rate of the plant was taken. This shop rate
for any particular operstion was derived from the machine produc-
tion, as rated by the records of the specific shop, less a percentage
deduction ‘for the human elément and the necessary stoppages of
the machine. For each operation in the shop the human equation
has been based on what was considered ‘‘ the best possible production
of a skilled employce determined by actual trial” It was decided

“that all shop employecs should be classified as to occupation into -
five goneral divisions: (A) mechanics and subforemen; (B) skilled
operators; (C) operators; (D) helpers; (E) laborers; and (IF) a special
class composed of women, messengers, etc. The five major classes
just mentioned were each further divided into: (1) First-class work-
men; (2) men of average ability; and (3) beginners. Thus an em-
plovee rated as A-1 would be a firstclass mechanic, while a man
rated as D-3 would be a helper and a beginner.

Rates of pay on a per hour basis were then determined md adopted
aocording to the following table:

TauLE 88, —CLABBIFICATION OF EMPLOYEES AND WAGE BCHEDULE MADE EFFEC-
TIVR OCT. }, 1913 (COMPILED AUG. I, 1913,)

[Ksy: A—Mechanienand suhioremen. B—S8killed oparstors. C—~Operators. D—Helpers. E--Lahorers,
Sarvies—Employeos In servios cantinuously ler 2 years and over, 1—First-class workmen. 3—Men of
avetage ablitty. a—Bqlnnen.l

Number of smploysss having & wage-rate range of—

Yor | Prea ™% nn‘“ oulmalsns|wulnenslon
For- {osata, r-m.lunn. [Fenia. chola. centa. cents

¥ This minimnm-wape chasstfiration has beel revimd wpward three times sines Oot. 1, FHY, the mink
e for this and sl olbver chasses exoapt apecinks sinoe Ove. 10, 19is, being & cents,
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PARTICIPATION IN THE “PROFITS."

For purposes of participation all the employees of the company
are divided into two general groups: (A) Salaried employees—hired
and paid by the month, and including all the general executive, super-
visory, technical, commercial, and clerical employees; and (B) wage-
earning employees—hired by the day or hour, and engaged directly or
indirectly in the various processes of ‘manufacturing, who may be
termed manufacturing employees. It is for the latter group chiefly
that the plan, under certain conditions, has established s minimum
of $5 for adult employees for an eight-hour day.

A. Balaried Employees.

Class 1.—Embraces the greater part of the executive and super-
visory employees of the company, from foremen up, with an earning
capacity of over $175 per month, The bonuses are paid annually,
‘individual amounts being determined arbitrarily by the management.

This class, it appears, was receiving these bonuses before 1914.

For purposes of bonus distribution at the end of the last fiscal year,
this class was divided into three separate divisions. The following
shows the number of employees in each of the divisions and the total
amount received by them:

Number
Division, polz em- |  Total
yors.
) PR 79 | $213, M0
- I 210 367,300
B rrnnrinnn 1,050 246, 300
Total. ....... 1,308 £27, 300

Of the total number in this group—1,369—994 were also benefited -
by the general plan instituted on January 12, 1914.

(lass 2.—Salaried employees. Rates of participation are accordu:lg
to classified basic salary, as follows:

Classified basie . Rate per day
salaries. under plan,
$75and Bnder.....oeiierriira e ciiiiseicnanrcnaenennn.. $D.00
[ 747 . 525
$80 10 8§05 i iiiciienctcermr i 5. 50
$96to$l10. ..., B-c-atesasscestasecernnasramnaanens 575
S1 o 8120, .. eiciiicicessccacanerrraaan 6. 00
E 14 T 71F 1 5 T PO 825
B136 Lo 10, o icriiisccriccsasssssanresanraanes 6. 50
$15 to BB i iiciisacemsenencannnae 675
7.00

3 L 7 3 T L LLLLIE
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Class 8.—Salaried employees. Rates of participation are according
ro classified basioc salary, as follows:

Classified baslo Rate per day
saiories, under plan,
$30and under......cceciiiiiii et rsrensasennsenaanaraantaaant $2. 00
8311083, iiririraenrrersronnannna tetsmccararans teesasasvan 2,25
$30 1o §40.. et iiicniiainrnnrssanransseanna tenrassssnazsanan 2.50
$41 to 45, cnnininiinnniiannan destenssesmsesssacurracanusannnn 275

$46 to §60..... sreaeamcanaan wanenrasna nearascsananren vamsmsannn 8.00 -
$5] t0 $50.iaeii e nnnan i stsensaprearen ternassmracanaan 8.25
E 5T 30 TR 11 GO 3. 50
$0) to800........ i iieenieer it s wmassrsaecansranna 3.76
1 eanes Ceesssertsesassasanaa 4.00

B. Manufactaring Empioyees.
Rates of participation are according to classified basic wage rates.

Total Insome per

bour, Total income per 8-hour day.
Basle l‘a.rtiuu i-
wugRe pation
Elltied grads. nmupc rale par | Before Before P "
bour. | Bout. { Bty | Py |yl [ Shder | incrsese
L} s | plan.
olfective. affeativs. pe day.
Centa. Conla,
80 80 8. 80 .00 9.
s 73 5.5 "6.75 1.9
[ o |- %] 850 0.
[ ] .1} 4.58 6.25 ®
] M 4.32 800 38.
o) &4 4.32 5. 00 38
o [} L84 75 4.
43 43 3« & 50 .
n B 104 525 3.
® 48 1 84 57 %.
43 -« L4 55 58.
-] ™ 304 825 2
H u 272 & 00 n
43 [ ] 14 4 5 5.
3B 8 1 8] 325 fr 3
b H an & 0D 5
M M 171 500 8
M M .1 500 &

0 08 OB =8 30 6~ 1D =l = 5 =5 40 5 s v i

As can readily be secn, the essential principle guiding the distri-
bution of “profits” is that the largest proportion be given to the
lowest paid employees; thus an employee with an eaming capacity
of S0 centa per hour recoives as " profits” only 9.4 per cent of his
wage, while the lowest paid operatives receive almost nine times as
largoe a proportion, namely, 83.8 per cent.

DETERMINATION OF ELIGIBILITY FOR PARTICIPATION.

Below is presented & summary of the rules governing eligibility for
participation in the benefits of the plan as in force October, 1916.
Every employes 21 years of age or over, in employ€orsix months,
who leads a clean, sober, and industriouslife, and who can prove that
be has thrifty habits, is eligible to share in the profits.
56331°—Bull. 208=17-¥
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Every married man, no matter what age, in employ for six months,
who can qualify as fo sobriety, industry, and cleanliness, can par-
ticipate, if he is living with his family.?

Every employee under 21 years of age, in employ for six months,
who is the sole support of a widowed mother, or next of kin, and who
Jeads a clean, sober, and industrious life, can participate.

Immediately after employing a man an investigation is started by
one of the eompany’s agents especially appointed for that purpose
into the economic, social, moral, etc., conditions of the prospective
participant on the theory that while an employee’s wages are his-
own, the company having no concern about them, except to pay
when due, the giving of profits is at the option of the company and is
conditional upon requirements of thrift. The comprehensiveness
of this investigation may readily be seen by examining the following
three exhibits taken from the original records of the education depart-
ment of the company.

Record A.—This employee upon investigation made on January 2,
1914, was not approved for participation because “ he lived in & dirty
insanitary hut, and has a home full of boarders, who sleep three and
four in & room * * * there is no privacy. Wife looks haggard
from overwork. She and the children are as dirty as the surround-
ings.” The investigator of the company advised this man “to move
to a more sanitary neighborhood; clean up, and put in some home
comforts.”

On May 23 of the same year this employee was again visited. It
was found thaf, acting on the suggestion of the company’s investi-
gator, he had greatly improved his home conditions, and had also
purchased a lot in the suburbs for home building purposes. He was
accordingly approved for participation. ,

On December 16, 1914, upon s third visit, it was found that he
had completed the payments on the purchased lot, had built a house
on it, and that he “now has a modern 7-room bouse, containing a
bath and all modern improvements, occupied by the family only.
* * * THe also bought new furniture.”

On August 15, 1915, upon a fourth visit the agent of the company
reported that this employee “is making wonderful progress with his
share of the profits. His home is comfortably furnished, the family
is neat and clean. * * *_ They are a happy and contented fam-
ity."”

yThe record of investigation as kept by the company on s special
card-index form, follows verbatim:

. 1 Binge Oetober, 1916, every maried man Js approved fos partisipation at the end of his Airst six months
of servioe, regardless of homs conditions. However, he is expected to meet ths oxpectations of the
company o matters relating to living conditions, thrifs, ete.
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. Reconp oF InvesTiaaTioN. No.

Naomae: Address: ., 1-9-14; ., 6—23-15.

Date (factory): 1-10-14. Date (home) 1-5-14. Date hired: 16-1-13. Date of
1nat inv.:

Ago: 30. Date of birth: 5-10-1838. Religion: Catholic, Speak English: No.
Nationality: German Pols.

Married: Yes, In Detroit how long: 6 monthe, In T. 8.: 7 year. Naturalized:
No.

[Record Al

Dependents.

Namoe: . Relation; Wife. Apgo: 29 years. Address: Same. Extent: Totally.
Name; =—~~. Relation: Daughter. Age:5years. Addrees: Soms. Extent: Totally,
Name: ———, Rolation: Daughter. Ago:3ysars. Address: Same. Extent: Totally.
Name: ———. Relation: Son. Age: 134 years, Address; Sams. Extent: Toially.
Name: ————, Rolation: Son. Age: $ months. Addrces; Same. Extent; Totally.

Habits: Drinks and smokes. Education: Past—One year in old country: present—
None. Doctar: None; addross
Lifo Ina, Co. name; Nona. What kind;

Amount:

Prem.lums per

Kind of building: #-story frame; poor condition. No. of rooma: 7; no bath. Occu-
panta: Male, 70; female, 1; childron, 4. Light: Poor. Air; Poor. BSanitation: Very
bad. Tow furnithed: Only bare necessities.

Neighborhood: Very bad. Thiz is an alley with a{a and two story kouses in poor con~
dition on ons side only—Foreign. Rents, month: §14.

Finanoan CoNDImiON.

Proparty owoed orbaty lng. Looation. Velva. |paid thls d’:'tf). :3222’ e

Buying b .aaeannnns w oo JoTOME Park
Ownashoek.,.oooooaiain. Gn lot above
Buying home. ........o0.0 — Joruie Park

N, ..ot iiinennasninsasssrasssasaficiocinacaccasnsanaafrennsnnnnsfeasaansssafecarencsecfennancnann

Nome....oveee . vaes] Onlot ...
...... On ahack (v). .|

...... Clothes far
tamily (vh
...... Movug tW....

...... Bank docresoe.|

-
H
F
]
F
7
saa.asig
i
£
-}
3
]
3
)
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Upon & second visit made six months afterwards it was found
*‘that the profits have been a detriment to this young man. After

getting a share of the profits be started in having a good time. He
|not only spent all the profits he received, but the money he had in
ithe bank.” On the basis of this report t.he employee was disquali-
'fied from further participation in the benefits of the plan,

Upon a third visit, again six months later, the investigator of the
company reported that the employee ‘‘has realized his mistake, that
he now has a bank account and has shown thrift."” The employee
was acoordingly put back on the participating roll. »

The record as kept by the company is as follows:

No. ‘

Rxcorp or Inveenaarion,

[Record B].

Name: ——— Address: , 1-10-14.
Date (factory): I~18-1914. Date (home): 1-10-14. Date hired: 6-2-11. Date of

Age: 28 (v). Date of birth: July 7, 1890 (birth certificate). Religion: Catholic.
Bpook English: Yer. Nationality: American.

Married: No. In Detroit how long: Life. In U. B.: Lyfe. Naturalized: ...... -
" Dependenta.

Nameg: Nons. Relation: ..... Age:! ..... Addroes: ....... Extent: .....

Name: ...... Relation: ..... Age: ..... Address: ...... Extent: .....

Name: ...... Relation: ..... Age: ..... " Address: ....... Extent: .....

Name: ...... Relation: ..... Age: ...., Addrees: ....... Extent: .....

Habits: Good; smoler—doss nol drink. Education: Past--kigh echool; present—
None. Doctor: Nows; addrees: .......

Life Ina, Co. name: Metropolitan. What kind: 20 yesr endow. Amount: £2,000.
Premiums per year: $65.

Eind of building: f-story drick. No. of rooma: 9 and bath. Occupants: Male &
female 8; children 7. Light, air, sanitation: Good. How furnished: Weil.

Neighborhood: Good; American residential 2-siory Aouses in good condition. Boards,
weok: $7,

: Fivanciar, CoNbrron.

Amg | Amt L Amt | Amn
Properly ownad or buying, Lacation, Valoe. z;’ Es
(date),

ol av. et P § Rewry
gm .................................................................................................
OB s n v cannsnrmsnnnsseafasinsantaissassnerssnananrsfannmnrsaasfunnsnnnnn o Noas. PRI Syt
Buying Mt .cooanaoranans ‘1 — Cnmter 8%....civannans Mo L......... cresamnea}  Noom 3

Avconmt| Raluney | Paltnoe

Nume of bank, Lomilom, Ne. | whis tov 'ulnni & m
LN T | A RN o | TSR ARSI NP, —
b S RN SR b 1 T I,
H P . SWM. . .oiiinnaans N 1 R |........- .] ......... ﬂ e [ ]
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Fmancian Conprrion—Concluded.

Balance Balance
Balanra
Debts to— For. due { Jdue | duo | due
(date), | (date), | (date)
tmis kv | {530 [ 25 | Sa4k

1L R S AU Nane. None. Nona.

Acc’t of share | This | Acc’t of share | (Date) | Acc'tofshare of | (Date) | Acc't of share gl_)ato)
of proiils,

of profits, |date.| of profite. 7-10-14. profita, 12-1-14, 1-15.
Bank decreass, 364 | Clothes (v)........| 335 | Insurance (v). 05
Can not ne- Banked (v)......- 24 Lot (v)....... 55
?mt fnt;'any Dentist (v) ........ . 8 | Banked (v)... 20
67 Fe ]

Home condition.

Date: 7-10-14, Same. Date: 12-1-14, Same, Date: 8-1-15, Same.

Remarks.

This man lives with a regpectable family, and hsa started a savings account, and I
believe wil make good uze of the profits, if granted.

_July 10, 1914: The profits have been a detriment to this young man. After getting
a share of the profits he started in having a good time. He not only spent ali of the
profits he received, but the money he had in the bank as well. He has absolutely
nothing to show for the wages and share of the profits he haa received since last inves-
tigation.

Dec. 1, 1914: This man has realized his mistake. He has started a new account at
the H. P. Staie bank; says he now stays in nearly every evening. Since he has
shown thrift with his wages since last investigation, I think he should be given
another chance.

Aug. 1, 1915: A big change has taken place in this young man. Every one around
the place where he lives speaks very well of him. He has saved his share of profits,
bought a lot, and intends to get married shortly and build a home He hae st.art.ed a
technical course in the Y. M. C, A.

Inf'n from: Self & Mrs. J. W. Relation: Landlady. Int’r: Nome. Inv'r. 3
This date: Approve.
Inf'n from: Self & Mrs. J.W. Relation: Landlody. Int'r: None. Inv'r: -

Date: Disapprove, 7-10.
Inf'n from: Self & Mrs. J.W. Relation: Landlady. Int'r: None. Inv'r:

Date: Approve, 12-1-14.
Ini'n from: Self. Relation:

prove, 8-1-15.

Int'r: None. Inv'r: ——. Date: Ap-

Approved for Share in Div. Profits.
L 2

By L.G. M. Date: 1-14-14. By ——. Date: ——By A E. Date: 12-5-14.
By L-G. M. Date: 8-5-15.

Rate: 1-14-14, 6834. 8kill: 43 B 2. Rate: 7-12-14, ..... Skill: 43 B 2. Rate:
12-5-14, 68%. Skill: 43 B 2. Rate: §-5-15, 683{. Skill: 43B 2.
Remarks.

Have talked to this man, and he realizes the misiake he has made. Promisce to
mend his ways.
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Record C.—This employee, although not eligible to participate by
reason of the faot that he was under 22 years of age, was put on the
participating roll upon the recommendation of the company’s inves-
tigator because it was found that he was the sole support of the
family, The father of the family, upon his death, had left it penni-
less, without any means of support.

The record follows:

No. [Record C):
Rzcord or INVESTIGATION.
Name: ———, Addrem: ., 1-8-1914, y 8-5-14, , I-20-15,

Date (factory): 1-9-14. Date (home): I-3-14, Date hired: 1£-20-13. Date of
last inv.: .......

Ago: 20. Date of birth: 3-12~7893. Religion: Protestand. Speak English: Yes.
Nationality: American.
Marmvied: No. In Detroithowlong: 8 years. In U. 8.: Life. Naturalized: .......

Dependents.

Namg: =——-=, Ralation: Mother. Age: 46yra. Address: Same. Extent: Totally.
Name: ——, Relation: Brother. Age: 12, Address: Seme. Extent: Totally.
Name: ~—— Rolution: Sisler. Age: 9. Address: Sams. Extent: Fotally,

Habits: Good: does not smoke or drink, Education: Past—Common school. Pres-

ent—...... . Doctaor, ; addrem:; ——,
Life Ins. Co. name: Nome. What kind: ......., Amount: ....... - Premiwms per

YORL: ...l

Kind of building: I-story frame. No. of rooms: Four. Occupants: Male, 1; female,
1; children, £. Light: Fair. Air: Good. Sanitation: Good. How furnished: Fairly
well.

Neighborhood: Mostly frame coltoges in fair condition, congested, wmized nationsh.
tiw. Rent, month: $12,

Fixancaay CoNpITION,

o - Am't Amt Amt Am't

Property ownsd

: buying Looation. Yaim. el o, | o | o,
1614, | S-5-10 | ban-rAl | M-S,

By ing Dot +vveenssoon] B3 MARE BE. o onnnsonnn]  BREN foueeeeeno] e | () e

Nums of bank, Lomtion. “;:" this Inv.| (date), | (date}, | (dare),

16t | Bl

b T R UURIP U R F e T A

BoP.Smbe, e JH P 11 T PPN - i |

o cern-
R e n 3 ] Kea,

Family Farnum O, .n..vinvinannennnn. o} KOW
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Financial Conprrion—Concluded.

Acc't of share | This | Ace’t of share | (Date) | Acc’t of share of | (Date} | Acc't of share | {Date
of profits. {date. of profits. 8-5-14. proflts. 1-20-15. of profita, 10-5-15.
Banked (v).... $250 | Paid on home.... 8500 | Prin. onhome. $208
Furniture debt ., 20 | Undertaker.....- 20 | Int_on home. . 0
Funeraldebt,.. 40 | Furnitare........ 20 | Banked....... &6
New furniture.. 40 | Insurance. ....... 30 | Furniture..... 12
350 570 m
Bank decrease 200
37

Home condition,
Date: 8-5-14, Good. Date; 1-20-15, Good, Date: 10-5-15, Same.

Remarke,

This boy lost his father by death about 6 months ago, and the mother has had s
rather hard struggle to make hoth ends meet, The father did not carry life insurance,
and they are still in debt for the funeral expenses, This son is very geod to his mother.
He turns his pay envelope over to her each pay day. A very worthy case. Mother
bas no other means of support. .

Aug. 5, 1914: This family has moved to a nice five-room flat, occupied by them-
pelves only. Have bought pew furniture, and everything is clean and comfortable,
They intend to buy a home of their own 8s s0on as they bave a little more saved.

Jan, 20, 1915: Since last investigation this family has purchased a nice little cottage
containing 6 rooms and bath; have all modern conveniences, including furnace, and
is in a neighborhood not very thickly settled; children have plenty of room to play
and lote of fresh air. Boy has taken out a 20-year insurance policy with the New
York Life for $1,000.

Oct. 5, 1915: This family is getting along very nicely. They are very thrifty.
The ahare of profits has been put to good use, and they are very happy and contented.
The boy is now 22 years old and has verified his age by birth certificate. Brother

and sister are attending school. He atill lets his mother handle the money. "

Inf'n from: Self & mother. Relation:....... Int’r: None. Inv’r: This
date: Approve.

"Inf'nfrom: Self & mother. Relation: ....... Int’r: None. Inv'r: Date:
Approve, 3-5-14.

Inf'n from: Self & mother. Relation: ....... Int’r: None. Inv'r: .
Date: Approve, 1-£0-15.

Inf’n from: Employee. Relation: ....... Int'r: None. Inv'r: Date:

Approve, 10-20-15.
Approved for Share in Div. Profits.

By A. E. Date: 1-12-14. By 4. G. M. Date: 8-7-14. By L. G. M. Date:
1-25-14. By A. E. Date: 10-£3-15.

Rate: 1-12-14,62%4. Skillg§ C2. Rate; 8-7-14,6234. Skills4C'2. Rate: 1-23-
15, 65%6. Skill 38 C 3. Rate: 10-23-15, 6554. Bkill 38 C 3.

Each of the company’s investigators devotes his entire time to
this work. He is furnished with an interpreter and an sutomobile.
It is his duty to learn all he can about the employecs whom he is
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quested to investigate, He finds out, as can be seen from the blanks
ore reproduced, what are the conditions in their homes, what recrea-
ions they indulge in, how much money they have saved, how mych
ey owe, how much they send to their friends abroad, how many per-
l:ons are dopendent upon them, in fact, everything possible that might
‘assist in determining whether the employee is to participate in the
!beneﬁt.s of the plan, The following is a copy of an instruction sheet
for the guidance of investigators employed by the company:
! To INvesmaarons.--The mlient facts to ascerfain about the three clames into
‘which we have divided our men are noted below. Understand that the lack of positive

information withholds all benefits from employees uniil all of the facts in each indi-
vidua! case have been ascertained. . ,

MarriED Men.—We muat have such information a8 will assure us through you
that & man is married and is living with his wife, Use all the thought and ingenuity
at your command to get this information positively. We also must know ahout the
man's habits. '

Sivars Mxn Ovae 23.—Granting the division of the profits to them is based
ontircly upen their being “proven” thrifty. We must kmow through you positively
aa to the conduct of employees outside of business, the extent of their indulgences
that makes for good or bad manhood,

SinoLe MeN UnpEr 22.—~We want %o ascertain positively whether or not these
young men have anyone dependent upon them, and whom, and to what extent.
Verily their ages positively. In case of conflict between the office records and the
man's statements of his age, plesse give us your best judgment if you can not obtain
tangible proof.

GeNBRAL—Ploase throw into the investigation of each case a deep, personal inter-
et and atate as briefly and concisely as you can all of the facts and features necessary
for & well.rounded judgment. The honesty of & man in making frank statements,
and the home conditions particularly, are of vital impartance. Get as much informa-
tion as you can in each case t0 cover the pointa gone over in talks and outlines with.

you. Pleass remomber that we want the exact truth an all phases of the situation
mthor than quick returna,

It must be noted, however, that of late the principal emphasis in
these investigations is laid upon the question of thrift, the relative
importance of all other conditions described in the foregoing sections
having been greatly diminished on acoount of reasons stated elsewhere.

The judgment formed by the investigator, based upon the informa-
tivn and figures obtained, is presented in writing with a specifie rec~
ommendation. Each case, after being reported upon by the inves-
tigator, goos before a committes of the education department, which
passes & final judgment on the case, either approving or disapproving
the recommendation,

As may be secn from the foregoing records, investigations are
ropeated in ordinary cases at regular intervals of about six months,
In special instances mare frequent investigations are made. The
number of times that an employoe may have been disapproved has -
Do bearing whatover upon his ultimate approval for participation,
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In every instance of disapproval the employeo involved is informed of
the reasons for such action and suggestions given as to how he may
qualify. The same is true of cases approved and subsequently dis~
approved; if a reinvestigation shows that the eauses for the previous
disqualification have been removed the employee is put back on the
participation rell.

EXTENT OF ACTUAL PARTICIPATION.

The rules governing the participation in the benefits of the plan are
strictly applied; the rigidity of the application, however, depends to
a very significant extent upon the character of the specific group of
employees concerned. The company pays very little attention to the
manner of life, etc., of their office employees. These are approved
for participation upon only a cursory investigation of their respective
records. It is the opinion of the company that the employees of the
commercial and clerical occupations, who mostly are native Ameri-
cans with somo education, need not be told how to live decently and
respectably. For this reason most of the rules and regulations as well
as the results described in this section of the report conoern chiefly the
manual and mechanical workers, many of whom are of foreign birth
and unable te speak the English langnage.

For conveniance of discussion, the nonparticipating employees of
the company may be classified inte a “nonparticipating but eligible”
group and a ‘‘nonparticipating because ineligible’” group. The
former embraces sll the employees who for individual reasons have
not received the benefits of the plan but remain eligible to reccive
them. The latter embraces all employees who, by the very nature
of the plan, ean not immediately or ever come under it inasmuch as
the plan was designed to benefit only those employees who have
worked six months or more directly for the company. This group
includes al! the newly-hired employees as well as people who are only
nominally employees of the company—those engaged in building and
construetion, delivery and transportation work done by independent
firms under contract with the company. It also includes employees
too young to participate-—under 21 years—and girls with no total
dependents.

The following table shows the extent of participation for a period
of 31 months, between April 10, 1914, and November 1, 1916:
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Feama 86.~NUMBER AND PER CENT OF PARTICIPATING AND NONPARTICIPATING

EMPLOYEES (HOME PLANT) AT BFPECIFIED DATES DURING 3 MONTHS ENPING
NOV. 1, 1016, .
Partiolpating. Nonparticipating—
Total .
Date. l;m.-d. But ¢ligible. Booause Ineligibla.
ploy Number. | Per cent.
Number. | Per cent. | Number. | Per cent.
M;r. 10, 101, cvcecenas 13,251 7,567 .11 8,70 nH 1,955 14.78
Juby 1, 1014 ceneeeve e 9,017 8, 332 8.0 08 811 780 7.87
Bopl. 8% 184, cenniiennincninen, 12,128 10, 039 2.8 a3 5.6 1,401 11.65
Dee. 3, 1004, ..., e 15,700 11,125 8. 60 404 3. G5 5111 8.78
May lﬁ. 1w1s...... 17,7 10, 585 88, 4 491 2.7 6,47 5.%
Nov, 17, 1015..... 21,808 16, 22% T4. 40 . 439 2.0l 5,144 23.5%
-Jmiy 20, 1914...... vees] BM,00 | 2186 o.M 418 1] 1,96 34,55
INO¥. 1, I918, ... nrieernnenannns @073 7,40 8% 00 8 S 120348 0,50

. On November 1, 1916—31 months after the inauguration of the
'plan—of a total average employed of 40,075, 27,492, or 68.60 per cent,
ware participating in the benefits of the plan. The 12,583 nonpartici-
pating employees (31.39 per cent of all employees) were distributed as
follows: ‘‘Nonparticipating, but eligible,” 238, or 0.59 per eant, and
‘‘Nonparticipating because inaligible,” 12,345, or 30.80 par cent,

The real extent of doliberate disqualification from participation for
reasons statod alsewhero is shown in the column of the above given
table entitled ‘“Nonparticipating, but aligible.”’ The percontage this
group is of the total force has boen on the decrease during the entire
period, having declined from 28.14 per cent on April 10, 1914, to 2.77
cent on May 12, 1915. The investigation made July 20, 1916, 28
months after the plan was put into effect, showed that this group
has been reduced to slightly over 1 per cent of the total employed.
By November 1, 1916, the number of those deliberately disqualified
from participation was further reduced—to 238, or slightly over one-
half of one per cent of the total working force of the plant. The
decroase in the percentage participating between December 2, 1914,
and May 12, 1015, as shown in the table, is due largaly to the influx
of a great number of new employocs, the working foreo of the com-
pany having been increased by over five thousand between Decem-
ber 2, 1914, and May 12,1915,

Table 87 shows in detail the relative status of one of the two
groups and Table 38 the relative status of the other, on eight differ-
ent dates during the first 31 months of the operation of the plan,
well as the causes for nonparticipation.
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TanLE 37.—NUMBER AND PER CENT OF EMPFLOYEES NOT ]'PARTICIPATING BUT RELI-
GIBLE DURING 31 MONTHS ENDING NOV, 1, 1916, CLASSIFIED BY CAUSES,

Employees nonparticipating but eligible.

Cause of disapproval. Apr. 10, 1914. | July 17, 1014. | Bept. 25,1914. | Dec. 3, 1914

Num-{ Per | Nom-| Per [ Nom-| Per- | Num- | Per

ber. | cent. | ber. | cent. | bLer. | cent. | ber. | cent.
Poor home conditions\................ 2,535 | 19.13 428 4.32 74 0.61 0.28
Lack of thrift2....... 0. L9t 240 1.98 153 1.2
No proofofage... 1 ax 2.70 34 L84
Domestic trouble . . 16 .13 14 .1
Liars.._._.._._..... 53 15 .12 12 .15
Bad habits. ... - 11 K 9 .07
Noproofofmarriage. .. ....oovueunn... RN PR P O
Doubtfelstatement and miscellnneous. JRRIN PN R PR
Total. o erremimricinis e cnns 483 5.63 404 3.656

Nov. 17, 1615. | July 29, 1916. | Nov.1,1016,

Poor home conditions! 51 0.3 13 0.04 2} 0.03

Lackof thrift2 . . eveeunnn... . 206 .M 145 .42 87 «22

Noproofofage....... . o7 .45 140 40 6l -

Domestie trouble. .. . 9 .04 4G .13 40 .10

Liars .. coisnnnnanns 4 .06 34 .10 26 .00

Badhabits. ........ . 32 .13 27 .08 13 .03
No proof of marriage. ........occoean.. 15 07 4 1) PO
Doubtfulstatement and miscellancous. 15 07 9 . z 003

b . 439 2.01 418 L21 338 I . ]

1 The following Is a statement of tho company bearing on this point:

Home comforts and saniteiion.—Employees should not sacrifice their family rights, pleasures, and com-
forts by filling the honse with roomers end bearders, nor en er their children’s morals or welfare by
allowing them to assoclate with pesple about whoin they know little or nothing.

Employeesa should live In clean, well-conducted homes, in rooms that are well Ughted and ventilated.
Avoid the congested and slim parts of the city. The com y¥ will not n%pme, as profit sharers, men
who herd themselves in overcrowded boarding honuses which menace thelr health. Belect 2 home where
there are few boarders or roomers, ths surroundings clean and wholessmo, paying particular a
the sanitary conditions In the honse. ‘ o

Do not occupy aroom in which one other person sleeps, a3 the company s anxious to havs its employess
live comfortably and under conditions that make for cleanliness, t;oocl manhood, and good cluwxlp.

2 The following is a statement of company bearing on this point:

ift.—Every cmployes participating in profit-sharing is ex £0 save soms part of the profits allowed
him. No hard and fast rule can be iaid down or adopted in this particular, as responaibilities differ with
diflerent persons and fomilies. For instance, nn m% vee with & family of wile and aix children carnt not
be expected to zave 83 much as one with only two or three children, or none. -

Tha single man with no one dependent upon him is in a position to save all of his profits, and It Is from
this class that tho company axpects the greutest gain in savings to be mades.

At the end of the first 31 months of tho operation of the plan the
percontage of ‘ ‘nonparticipating, but eligible’ employees was reduced
from 28.14 per cent to 0.59 per cont. .

The two principal reasons for the existence of this group wore ‘‘poor
home conditions’ and ‘‘lack of thrift,”” theso two causes having
been rosponsible for almost nine-tenths of the group. During the
first 31 months of operation’of the plan the percontage of employees
disqualified on account of ‘‘poor home conditions” decrcased from
19.13 per cent to loss than one-fourth of 1 per cent; at the same time
the proportion of disqualified because of lack of thrift decreased from
6.02 per cent to 0.22 per cont of the average total number employed,
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'AuLk 38, —~NUMBER AND PER CENT OF EMPLOYEES NOT PARTICIPATING BECAUSE
r INELIGIBLE DURING 81 MONTHS ENDING NOV, 1, 1916, CLABSIFIED BY CAUSRES,

J Employees nonparticipating becauss ineligibls.
Cause of inaligibility. Apr. 10,1014, | July 17,1014, | Bept. 25,1014, | Dec. 2, 1014,
Num-| Per | Num-| Per | Num-| Par | Num.] Per
E ber. | cont. | her. | cent. | ber. | cent. | ber, | cent,
young;no total depandenta........ 1,058 14.75 000 0.06 850 7.01 623 in
bt'r’h:nommldemndmu ............. SO Ut 10| 182] 20| 24| m5{ =M
Power and conatruotion ... [T TE T PPN P R 22| 08 2001 1.58
LU T 79T SRR I D min M F— 3 .08 8 .02
fﬁow T Y resssanesessansnanss ® |eeeennne [C RN YO, M |oeiennes ™M |feenen
[ TOeranesronssnnnassrsrarsnanne 1,055 | 14.75 80| 7.67| L401) 1LG6f LIN| &7
|
j May 13, 1918. | Nov, 17,1915. | July 30, 1016, | Nov. 1, 1918,
Too yoump: no total depandents....... 831 am . .08 409 L9 45 1.08
Gilrls; no tnt:hl depondmiits....ccannenn. [y 138 301 1,38 288 .78 L") 9§
Fower and conslructiond..vieseasesns. 0] 3 } wr| a7 { ..............................
Monand t08iD82..ccieirnnnenrarnaenne 4 N1 el Eaudl | P R 2] 006
NoW DA ocvseonernnramsnsnsannnnenes S,3r0| MWo7| 9,00 | 16800 11,940] 32.61 [ 11,878 | .63
Tothleusrnararcanressssrananereas 66T | 80| 85,144 | 33.50 | 11,016 | 34355 19,345 ) 30.80

o S S T P TRy B, e
% Not reparted.

Therolativesize of the ‘‘Nonparticipating because ineligible’ group
of employeos seems to have been in a constant flux during the first
31 months; in terms of a percentage of the total employed this group
was a3 follows: April 10, 1914, 14.75; July 17, 1914, 7.87; Sept. 25,
1914, 11.56; Docember 2, 1014, 8.75; May 12, 1915, 87.59; November
17,1915, 23.59; July 20, 1018, 34.55, and November 1, 1916, 30.80, the
percentageon the last datebeing more than twice as larpe as that on the
first date, in spite of the fact (shown in the table) that the percentage
inaligible on account of being under 22 years of age had decreased from
14.75 t0 1.06 per cent. The reason for the great increase of employees
in this group can be gathered from the table, namcly, the great in-
crease in the total force of the [actory during the period immediately
proceding May 13, 1915, there appearing on that date a total of 5,270
new employees; that is, employees with a service record of less than
six months and not eligible to participate.

Tumporury dispealification fram participation.

During the first 18 months of the operation of the plan a total of
1,203 employees wore temporarily disqualified from participation in
the bonofits of the plan. Of this number, 853, or about two-thirds,
bave been restored to the participating roll within the same period.
The following table shows the number and per cent of employees dis-
qualified, classified by the causes for disqualification, as given by the
company:
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TasLe 89.—NUMBER AND PER CENT OF EMPLOYEES TEMPORARILY DISQUALIFIED
FROM AND AFTERWARD RESTORED TO PARTICIPATION DURING 18 MONTIS
ENDING JULY 12, 1015, BY CAUSES,

Employoees who wore—
Diaqualifted. Afterwards restored,
Cause of disqualification.
Por Per
Number.| centof | Number.| cent of
total. group.
1. Lack of thrift 532 411 b2 4.7
3. Poor home conditions 256 w.r 188 7.7
8. No proof 152 11.8 152 4.8
e LIAF. e ceeeiaainnes 92 71 83 &7.9
5. Rehired . 4.6 13 22.0
6. Money loaned 88 4.5 35 60.3
7. Be,d habits 45 5 a8 73.3
8 N 00f Of IATTIARB. . cs e e aececnmecisnasisncacccccnnrnraa z 1.8 i9 82.6
8. Liv with women not. their wives... - 19 L5 10 bd.a
10, Unde'r 22 years no total dependonts ........................ 17 1.3 1 5.9
11, Hoarding m. P T T T 13 1.0 ] 8B
12. Gtris; no t.otal ependents. e a2 1.0 3 2.1
13, Domestic tronDlOS. ceumvsvrmsnnsmeensnnrnmnonnsenn 4 .3 1 5.0
14, Btealing......ccucuvevrsnrercorentrrsmensrnsassnnn 3 N 3 100.0
15. Mmeg’placad in private banks... 2 .15 1 50.0
16. Keceping roomers. .. cccoaaues ] .15 2 100.9
17. Wile working.ce.ueuveveeennas 2 15 2 100.0
18. Nonsupport and desertion. 1 .08 1 100.0
19. Business outside of company 1 .08 1 100.0
L T 1,2 | 100.0 [T

A few notes concerning some of the causes for disqualification as
listed in the above table may be of some value as illustrating the at-
titude of the company on some of the problems involved in the ad-
ministrations of the plan. Thus, ‘“3. No proof of age”: This means
that employeces, if unmarried, must prove in a satisfactory way that
they are over 22 in order to qualify for participation. 4. Liar”: By
this is meant an employee who has made misstatements to the inves-
tigator of the company with reference to age, number of dependents,
conjugal condition, etc., in order to get the benefits of the plan.
“5. Rehired”: This means that with refernce to participeation a re-
hired employee is on the same basis as a newly hired one—disquali-
fied from the benefits of the plan during the first six months of ser-
vice. ‘6. Money loaned on note without security’: It is the policy
of the company to discourage indiscriminate loaning of money to
irresponsible persons. ‘“11. Hoarding money at home’: The com-
pany is endeavoring to make employees keep their savings in regu-
larly incorporated banking institutions instead of hoarding them at
home or depositing them in the so-called private banks maintained
by financially irresponsible countrymen of the employees. 14,
Stealing’’: This refers to the stealing of material, tools, etc. This
rule, however, is not in operation at the present time, as this offense,
if not grave enough to cause discharge, is not considered s bar to
perticipation. “19. Business outside of company’’: This means that
no perticipating employee is permitted to have outside business in-
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rests; in the opinion of the management a worker can not be efficient
if he has outside work in addition to his work in. the factory.

. Over 80 per cent of all the temporary. disqualifications from par-
ticipation were due to two causes: (1) Lack of thrift on the part of
the employees, and (2) poor home conditions—facts demonstrating,
in the opinion of the company, that ‘“the profits paid have been
'wrongly utilized.” Sixty-four and seven-tenths per cent of all dis-
.qualiied by reason of lack of thrift and 73.7 per cent of those dis-
qualified on account of poor bome conditions were put back on the
participating rolls within 18 months, the period covered by the table,
showing that the objectionable conditions responsible for the dis-
qualification had wholly or to a great extent been removed.

The following table shows the relative proportions of participating
and nonparticipating employees in the various plants of the company
in the United States on January 12, 1915, one year after the inaugu-
ration of tho plan:

Tanna 40,—NUMDER AND PER CENT or EMPL.OYERS PARTICIPATING ON JAN. 13
1915, BY PLANTS.

Number of st Number of em-
pioy Peor bloyees. Per
oont cent
Location of plant. par [ Non-} Bt | ocntion of plant, Non-| PR
Total, | tek | FSk B Total. | Sek | o0 -y

e || ke | g
Indianapolle........... wi| o] sor| sesl | me
Cinednnatd....cociannan 250 ol 1] 3¢ T ae
ne er| 1] X6 441 W9
= 38 N Bl 10| s
5] AT| 1B | H.® G| ne
184 M| 00| A7 1B He
Bl s
S| MR ) 88 18{ %58
8 b ol | 44 106, ™Y
w] | s se nl ns
S| 0| N3} &4 117 1
wel am| | ms A %8
156 & I 8]
138 k] »f 5.2 6,0 | Y
IRy 109 ™) 612 W[ KE
wl e W] et PRI
. [ ]
i | wa| &3 l r

v August 31, 1014, the proportion participating rose to 73.5 par cent of the total nuiaber smployed.

The highest proportions of participants ware found in the plants
of the company located in Detroit (office), Pittsburgh, St. Louis, and
Cambridge, Masa,, the specific percentages that participated in ths
distributed profits in these plants having been 97.5, 97.5, 93.1, and
91.6, respectively. These high proportions of participants, as com~
pared with the other plants of the company, is to be attributed to the
faot that the plants lucated in the above given cities have been in op-
eration longer than any of the others and that, therefore, their rela-
tive growth has not been as rapid. Such a condition naturally lesds
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to & high proportion of participants in view of the fact that the largest
single eause for nonparticipation, as shown in Table 38 and in the fol-
lowing table, is the presence of new employees, six months of continu-
ous service being prerequisite for participation. The same reason is to
be given for the relatively low proportions of participants in the fac-
tories of the company located in Indianapolis (24.5 per cent), Cincin-
nati (25.6 per cent), and Atlanta (30.6 per cent)—the lowest in the
entire organization. The following table shows that in Indianapolis
94 per cent, in Cincinnati 96 per cent, and in Atlanta 95 per cent of
the total nonparticipating employees were still new—that is, with a
period of service less than six months,

TABLE £1.—PER CENT OF NONPARTICIPATING EMPLOYEES, CLASSIFIED BY CAUSES

JAN. 12, 1915, BY LOCATION OF PLANT.
{All amployees except those of homs office.]

Per cent of nonparticipating employecs, by cause,

st pleat, Single | EOWO | fak of | NOPTOol| prigee).
Ployees. {under 2.1 (o " thrift. riage. laneous.

HovhEBuvalonaa

77
EH
!

d

The places of location of the various plants of the company shown
in the preceding table are arranged approximately according to the
date of their establishment—the Indianapolis plant being one of the
newest extensions of the activities of the company, snd the Detroit
plant the oldest in point of existence. )

The table brings out two interesting facts which throw considerable
light on the general nature and workings of the plan: First, that the
principal ressons for nonparticipation are (a) the presence o.f new
employees with a service period of less than six months (the minimum
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required for participation) due to the constantly and rapidly increas-
ing number of employees throughout the year and (b) employees
under the age of 22, not entitled to participate except under special
© circumstandes, namely, when they are the sole support of their
families. Second, the older the plant the smaller its relative growth
and the number newly hired, and consequently the smaller the num-
ber of nonparticipants in the benefits of the plan.

DISPOSITION OF FORFEITURES.

As originally announced the plan contained no specific provision
with reference to the disposition of the shares of those employees who
for some reason were temporarily disqualified from perticipation,
As the specific amount that was to be distributed under the plan
was not and is not now fixed-—depending wholly upon the rates of
wages and earnings of the employees—such forfeited shares auto-
matically reverted to the treasury of the company.

A new rule dealing with this feature of the plan was promulgated
by the company on August 1, 1915. Under this rule temporarily
disqualified employees are given the opportunity to recover the for-
feited shares in whole or in part, depending upon the length of time
that it takes them to eliminate the objectionable features that were
the cause of their disqualiﬁcation Under this rule employees may
recover forfeited shares in the following proportions:

If an employee requalifies within one month he recovers 100 per
cent of the forfeiture; if within two months, 75 per cent; if within
three mouths, 60 per cent ; if within four months, 40 per cent ; and if
within five months, he recovers 25 per cent of the forfeiture.

If an employee does not succeed in requalifying after six months
his presence in the organization is considered undesirable and he is
therefore automatically discharged. Al the forfeited moneys revert
to a special charity fund, to be used by the management for any
charitable purpose it may deem advisable. Out of this fund the
company pays $10,000 per annum to a tuberculosis sanitarium, for
the maintenance of beds and treatment.

BENEFITS ACCRUING TO EMPLOYEES AS SHOWN EY THEIR DAILY CARNINGS,

In connnection with the information presented below, it must be
noted that the entire organization of this company is operated on a
daywork basis, There is no piecework or any other individual
efficiency bonus scheme in existence.

An analysis of the actual daily earnings of the 49,870 employees of
" this company made on August 31, 1916, showed that 35,250, or 70.68
per cent, were earnmg $5 and over per day and 14,620, or 29.32 per
cent were earning under $5. - The proportion that recewed less than
$5 per day corresponded very closely to the proportion of employees

56831°—Bull. 208—17—8
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not yet under the benefits of the plan—mostly new then who have
been in the service of the company less than six months,

The following two tables give the detailed figures for the employees
of the entire home plant, and for all the branch plants of the com-
pany, respectively:

TABLE 42.—NUMBER AND PER CENT OF FACTCRY AND OFFICE EMPLOYEES WHO
RECEIVED EACH CLASSIFIED WAGE PER 8-HOUR DAY, AUG. 31, 1916,

BOME PLANT.

Factory. Office, Total,
Classifled wage per 8-hour day.
Number. | Percont. | Number. | Per¢ent. | Number. | Per cent.

Under$s..coeaenncencnnns 9, 555 n7n a8 52.88 D, 893 77.98
HtohM. .. i 23,157 67.14 428 41.83 2, 545 0. 40
$Bto$B.09. ..o _ioioo.oo. 1, 3.96 112 10.90 1,479 4.18
%7 and over_.__. - 410 Ll 150 14.5 560 L.58

G 1T IR 34,459 100.00 1,098 | 1060. 00 5,517 100, 00

Over 72 per cent of the factory employees, and a slightly smaller
per cent of the office employees, were receiving $5 or more per day.
The somewhat smaller proportion of office employees receiving $5 or
more per day is to be accounted for by the fact that the office group
contains a considerable number of boys, under 21, messengers, errand
boys, ete, employees not old enough to reach the $5 scale.

The 9,555 factory employees who are classified as earning under $5
per day received the following daily rates:

O XR7Y X 7,41
27820 33,99, e emmemeemmeenecaeenenneneennamnennanneans 1,459
B S 155

In view of the fact that on October 10, 1916, the minimum rate per
hour for factory employees was raised to 43 cents, the bulk of this
group—98 per cent—at the present time earn $3.44 per day.

For the home plant as a whole, the proportion receiving $5 or
more per day is over 72 per cent.

Table 43 gives the daily earnings of employees in the service of 74
branch plants of the company loeated all over the United States.
TaaLz 43 ~NUMBER AND PER CENT OF EXPLOYEES WHO RECEIVED EACH CLASSIFIED

WAGE FER $HOUR DAY, ATG. 31, 118, -
74 BRANCH FLANTS.

Clamified wage per 8-hour day (in dollars). Numbes. Par osxd.
U0 85, e e eeeeeeeeeeemenemeemaetaemeeeseneeeemeemtenseensereeanan . o
7T < T e 8,657 [ 1]
BB LO BB, .. cnrcnanre it rmrcumreetetn e tebacsrannir s s nna ey 190 1.3
B BN DVOF. oo v vcermrerrcsorancnnsirrrssrmcmrannntesasnanancnrenskn e hranay I [ ¥ -]
TORBT. o samesconmcannmemmamrcatrbroids bsibme it aisa e aan s nnnnre u,ml 00 00
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. Slightly over 67 per cent of all the employees of the 74 branch
plants were recelvmg $5 or more day. The 4,727 employees who are
classified a8 earning under $5 per day were receiving the following
daily rates:

$3and under $d ..o iiceiciciriatmraaanaaacarsnrrreanan
$iandunder $5......iceiiiiiiicieiiiccieiraacan . reae

COST OF THE PLAN AND ITS BENEFITS TO THE COMPANY.

During the first year of tho operation of the plan an average of 69.7
per cent of all employed participated in its benefits.! The amount dis-
tributed as “profits’” during the same year was $8,434,849, on a regular
pay roll of $14,021,067, an increase in the labor cost of 60.2 per cent.?

The management is of the opinion that the operation of the plan
has resulted in numerous benefits to the company, chiefly in-increased
individual and collective efficiency, development of good will and of
an esprit de corps; but, particularly, in stabilizing the working force
of the plant, which prior to the introduction of the plan was in a
eonstant state of flux. In support of the latter contention the man~
agement presents the following fipures showing average number
employed, numbers discharged, leaving voluntarily and laid off, be-
fore and after the adoption of the plan, by years:

TanLE ¢4, —-NUMBER LEAVING EMPLOY OF COMPANY FOR BACH SPECIFIED CAUSE,
BY YRARS, 1013 TO 115

Averags

Number Number Total
Year. emumbet, |aisoharged | oo lakiof. | leaving.
111 SR o ] 5Is b ] “s
M e cincnans g.'ns a'm -s".lw "m ?’,m
11T SO 1N, o1t n .87 ] % 081
Jan.~June, 1946.. 0,40 1 L S 3,500

An examination of these figures shows that while the number em-
ployed in 1915 was almost one and one-half times as large asin 1913, the
numberdischarged and the number leaving voluntarily in 1913 were 314
and 14 timesaslarge, respectively. From thefiguree maybederived the
following percentages of annual turnover: 1913, 370 per cent; 1914,
54 per cent; 1915, 168 per cent, a reduction of more than 90 per cent
in the annual turnover in 1915, two yearsafter the plan was putinto op-
eration, as compured with 1913, one year before the plan wasannounced.

Figures were compiled by the management for the purpose of com-
paring the turnover percentage of the first six months of 1913 with
that of the last six months of 1915—two and one-half years later.
A detailed analysis of those figures shows that during the average
month of the earlier period 47 per cent of the men left the employ of
the company, while during the latter period less than 1 per cent per

‘tOn August 11, 1914, of 8,570 smaployed, 36,636, or T3 5 por cant, wers participating.
% This amount doss Dot inodude bonases paid 0 salarisd amployees, ches 3, a5 par page 95 of thls report.
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month left the employ of the company. To augment its force for the
year by 100 men, the company had to hire 124 men {(on the basis of
the 1915 record), while during the first six months of 1913 not less
than 963 men would have been needed to augment the force by 100.
“In other words,” concludes the statement of the company, “wehave
to hire only one-eighth as many men to make the same increase.”
That the plan, with its introduction of the 8-hour day,* did con-
tribute materially toward increasing the individual and collective
efficiency of the organization is the unanimous testimony of all of the
officials of the company. Such increases in efficiency, they say, may
be inferred from the following decreases in the time required for the
production of specific units of the product manufactured, as well as in
the significant increases in the per capita output of specific depart-
ments, also in the more careful attendance to duties as shown by the
large decrease in accidents and in the punctusality in reporting to work.
Foremen and heads of departments, say officials of this company,
insist on the correctness'of the claim that the large increases in pro-
duction described below, while made possible by constant improve-
ments in methods and machinery, were due very largely. to the in-
creases in wages as well as the introduction of the 8-hour day. These
changes, they say, have resulted in the creation of an unusual amount
of good will and in the reduction of the turnover of the working force,
thus enabling the company to retain the most experienced and efficient
employees. .In this respect the following table is suggestive:

INCREASED PRODUCTION ATTRIBUTED BY THE COMPANY OFFICIALS CHIEFLY
TO THE PROFIT-SHARING PLAN.

Department. Record P"“;lg';._"l’"‘"‘m o Record of Dec. 31, 1914,
b L PP 6,125 motors in 9-hour éay..... 7,200 motors in B-hour day
. (same number of men).
Cylinder timing of machining........... BIminnted.......ccovvvcnunn-. 50 minutes,
Assembling ral:fmwr COPEB . ouivrinnnnones 750 in 9-hour ARY.cvv.ovuauuss 1,340 P?:r ;hom') day (samo
nom| men).
Complete radiator assembly ... ._..... 2}dr!dm¢n per man fo -hogr | 4 l('ln.dhm per misn n Shour
BY. ¥.
Fondel. cvucearevrrnonrosnmansnreronmnn ﬁ&mdu:pcmm&hw wd:mdmpummlnﬂ-honr
y- ¥. -
Pamnt shoP.ccureeviemecrimecicricernanes Formerly required services of | Doing same amount of work
230 men. with 130 men,
Gasoline tRNKS. .. evvommmresrennrraenon ﬂl‘]utanklb:ﬁmlnﬂ-hm l,.zd:llanhbywmlns-hm
¥- ¥ -
Miscellaneous: ,
Grinding taper end of drive shaft; { 1B.......coeereroinonmunann .
number per howr.
Miliing cam back, cam shaft; nunr | 13....ccemrueencrnrnnrancenns .
ber per hoar. .
Mllling cam facs, cam shalt; oum- | 12... ..o veneracamcaninscno- 14
ber per hour. ]
Grinding center bearing, cam shaft; | 80......ccccvacecrmaccicancaaan “".
number per howr.
Grinding cams; numberperhour. | 5. ... reeoeriirrrrrrrrnerasaas .5
Fioal assemhly; average percar.| 2 hours 37 minutes. . _......... 1 hour 30 minntes.
GEDETAl. .. cecurecarmmnssanssnsnsnsansean 16,000 men on 10-hour day | 15,400 maen on 8-hour day besls
basis” made snd ship mnde and shipped 0,000 cars
16,000 cars moath, v- ﬁ wmonth. verage nom-
erage number of man-hours of man-hours per car paf
m'at)nr per month: 10(Feb., | maonth: 4.8 (Febr, 1914).

1 The hours of labar per day in this establishment have been reduced s follows: October, 1913, from
1010 9; Japuary, 1914, Irom 9 0 8,
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During the first year’'s operation of the plan, in spite of the some- -
what increased number of employees, as compared with the imme-
diately preceding year, the number of employees receiving compen- -
sation for accident decrcased by 68 per cent, the total of reported
sccidents by 54 per ecent, and the proport.mn of employees losing
over one day's time on account of injury by 29 per cent. During
the same period the average proportion of dn.lly absentecs was re-
duced from 10.5 per cent to 0.4 per cent. . :

CHANGES IN ECONOMIC AND S8OCIAL CONDITIONS ATTRIBUTABLE O TEE PLAN

The changes in the economic and social conditions of the employees -
of this company briefly -described in the following paragraphs: are
to be attributed, it is believed, to the inauguration and operation of
the pian for two prmclpn,l reasons:.(1) The unusually large in- .
creases in the earnings of the employees, thus making economic
improvements on an extensive scale possible; (2) the general but. close
supervision meintained by the company over the expenditures ‘of its -
employees (elsewhere described), thus making a thrifty management
of incomes, better homes, decent and harmonious family life, and a -
wise use of leisire the principal requisites for participation in the
benefits of the plan. The relatively large financial reward offered by
the plan for complying with specified conditions of life and the
financial loss: incidental to a failure to comply with them, seem to

-have furnished a powerful incentive for better neighborhood condi- -
tions, more comfortable and up-to-date homes, larger savings
accounts, and more numerous insurance policies,

The analysis presented below is based upon the records of the annual
summaries compiled by the education departmaent of the company.
The thorough character of the investigations upon which these sum-
maries are based has been described in detail on pages 97 to 106. The
figures thus obtained may be considered as reliable and accurate by
reason of the fact that the statements of fact as furnished by the
employees concerned or their relatives are carefully verified by the
investigators of the company through other and impartial sources,
viz, bank books, Iaud contracts, receipts, marriage certificates, etec.

The table following presents a summary of the status of the finaneial,
neighborhood, and other eonditions of the employees of the company
on the date of the inauguration of the plan, January 12; 1914, and
on January 12, 1915, one yenr after the plan had been put into
effect.
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TABLE 45.—ECONOMIC, CONIUGAL, HOME, AND NEIGHBORHOOD CONDITIONS OF EM-
PLOYEES ON JAN. 12, 1914, AND JAN. 12, 1815.

Per cent, of total amployoes
1 vesrigated o — li‘"' cnn:( "f)
eToRse (4
Conditions. or de-
Jan. 12,1914, | Jan, 12,1915, | CTesse (=)
Economic:
Having bank accounts. ... . rrcrererarereirennas 14.31 4. 04 + 40.0
OwWIInE HOTIRS. oo ir i ievieeiemnsssmrmsareramrnaenea) 2.7 5.08 + BT
Owrning lots.. JB5 1. 40 + 8,7
Bu ying homes.. 9. 48 22,03 +132. 4
Buying lots.. 5.13 9. 60 + B4.Q
Having JE1 LELTUIRTIO0 .o o esen o vmemes s e e e rs 19.41 43. 47 +124.0
58, A8 70. 26 + 20.5
40.01 21.93 - 45,2
a3, 95 44, 56 + 31.2
64,19 78.22 + 18.3
46,77 80, 53 + 8.7
3043 27.80 ~ 0.3
2.8 87 — 87.4
41.43 66. 22 + 5.1
39.50 |- 31.84 — 19.5
19,07 214 - 88.8

The figures above presented show that the percentage of employees
buying homes increased 132.4 per cent, of those having life insurance
124 per cent, and of those buying lots and owning homes 88.9 and 84.7
per cent, respectively. Increases of about 50 per cent and over took
place in the percentages of those having bank accounts and owning
lots, The percentage increase in the proportion of employees living
in homes rated as good was 48.7 per cent and was accompanied by a
decrease in those living in fair homes of 9.3 per cent and by a great
decrease—over 87 per cent—in those living in homes rated as poor. A
similar change occurred in the nelghborhood conditions of the employ-
ees. The proportion of those living in neighborhoods rated as good
increased over 59 per cent and was accompanied by considerable
decreases in those living in neighborhoods rated as only fair or poor.

The increase in the proportion of married employees during the
same year was 29.5 per cont and was, as would naturally be expocted,
accompanied by a decrease in the number of those that were single.
The proportion of naturslized employees increased 31.2 per cent and
of those able to speak the English language over 18 per cent. Sim-
ilarly, striking improvements were shown by an investigation made
January 12, 1916. .

The foﬂowmg two tables present detailed figures showing the
amounts of money and property owned at the end of the first year's
operation of the plan, as compared with similar figures obtained
immediately upon the inauguration of the plan:
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Tanty 44,--RESULTB OF OPRRATION OF THE PLAN DURING THE FIRST YEAR OF IT8
EXISTENCE (JAN. 12, 1914, TO JAN. 13, 1015), A8 BHOWN BY BANK DEPOSITS, LIFE
INSBURANCE, VALUE OF HOMES AND LOP8 OWNED AND AMQUNT PAID ON THEM,
ETC, FOR ALL EMPLOYEESB--HOME PLANT,

Total amounts for ali
employess on— Gain.
Ttem,

Jan. 18, 1914, | Jan, 13, 1985, | Amount. [ POr

In DankB, . evisennsnrernnsnssccncsaranasanassananannnns $900, 414. 00 [§3, 040, 3011, 00 |62, 040, BE%. OO 205
LU1® IDLUITOIION 40 s 2 n vssovneronnnorsvrsnsnesemensenennen 9,471,683, 00 | §, 493,700, 00 | 4,023, 046.00 | 163
HOM08 OWNOW a0 v nssncrsarasn cnsnsannersrssancasnannn 468, 130. 00 933,524 00 405, 194. 00 %
Lotd OWNOl . cveevnereincrcernieacasssnsseersnnnrsnnnns 67, 160. 00 B4, 136. 00 26,076, 00 40
Homen an contract, VRIUB Of.....coveneearnnrnirsnases 3,232,33L. 00 | 8,B807,150.00 | 6,884, 828 00 170
Lota on contract, valusof. ..... . 413,854, 909, 327. 00 585,473. 00 141
Hamea an contract, onount .. 1,111,358.00 | 3,237,864.00 | 3,126, 606, 00 191
Lota on coniract, ampunt paid.... 100, 757, 0D 276,722 00 175, 965. 0D 175
Rant, pald msonthly..cooaven.. - 58, 578, 53 114,464 19 56,857, 68 95
Rant, pald weekly . ...cavvaneen.n. R 1,218 56 2,342, 56 1,134 00 9
Board, padd monthly. ... oootoooiTIIIIIIIITIIIIT 80,171.50| 40,103-50| 146,088.00] 153
ourd, pald Wenkly .ovuirvsennsinnrsanseiensansaresny) 12,900 &2 10, 450. 76 13,456.06] 119

1 Loas,

In considering the fgures presented in this tabie it should be under-
stood that the first investigation covored 13,251 employees, while
the second covered 14,255, 6,636 of whom were hired after June 12,
1914, and 3,531 of whom were still ineligible for participation in the
benefit of the plan when the second investigation was made.

From the table it may readily be seen that the total amount of the
employees’ bank doposits increased over 200 per cont, amounts
paid in by them on homes 191 per cent, amounts paid in on lots
173 per cent, total value of homes on contract 170 per cent, and
the collactive value of their life insurance 163 per cent. The
value of lots owned by them on contract increased over 140 per cent,
and the total value of homes owned by them almost doubled. The
total amounts paid out for monthly and weekly board have decreased
53 and 19 per cent, respectively, by reason of the fact, already re-
forred to, that the proportion of boarders decreased because of the
increass in the proportion of married employees. In connection with
thia table it must be noted that the average number employed dur-
ing the eame period increased less than one-fourth.

In connection with the decrease shown in the total amounts paid
out for board it is interesting to note the fact (shown in the following
table) that the monthly and weekly expenditures for board, per indi-
vidual, have increased 16.7 and 6.9 per cent, respectively.

The table following shows the status of the economiec and social
couditions of the individual employee on January 2, 1915, one year
after the introduction of the plan, per employes.
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TasLE 47.—RESULTS OF OPERATION OF THE FLAN DURING THE FIRST TWO YEARS
OF ITS EXISTENCE (JAN. 12, 1914, TO JAN, 12, 1016), A8 SHOWN BY BANK DEPOBITS,
LIFE TNSURANCE, VALUE OF HOMES AND LOTS OWNED AND AMOUNT FAID ON
THEM,ETC,, PER EMPLOYEE—HOME PLANT. .

Average per employee
on— Gafn,
. Ttem.
Jan. 12 Fan 12,
1014, 1015, Amount. | Per cent.
K. e evrerirrr s ssrsnanemsraaenannin $76.20 $203, 72 $128 42 170.77
Life insurance.__ 138, 53 505, 06 319.13 17109
Homes owned.. ak. 33 0888 3. 35 170.3
Lotsowned......cccu.... e re e ———— 5.07 20.97 15.80 313.61
Homes on contract, valueof... ..........couuuald 3 . 247,70 743.25 495, 56 0.
Homes on contract. amount padd........cooocvunven. .. 83.88 267.01 183.76 219 12
Lots on contract, value of ..., . 31.73 85, 66 6422 5,
Lots on contract, amount paid . 7.60 20_45 18, 85 248.03
Rent, paid monthly.......... : 14,01 16.60 1.69 1,33
Rent, paid weekly. ... . 2,99 3.02 .03 1.00
Board, paid monthly. . . 19.40 3,00 2.6 | 19.03
Board, paid weekly ... .. coennirvninicnranrcrsnaanaaaa. 5.72 5,80 .08 14
Deposited in savings accounts and Invested in homes
T . 207.06 617.33 410.27 108, 15

The per capita amount of lots owned increased over 300 per cent.
Similarly, striking improvements—gains of about 200 per cent—are
shown in the per capita values of homes and lots on contracts,
amounts paid on homes and lots, and deposits in savings accounts.
The per capita amounts paid out in life insurance as well as in value
of homes owned increased over 170 per cent. The per capita
amount of monthly board increased slightly over 19 per cent.

The following table shows in detail the changes in the home and
neighborhood conditions of the employees at the home plant by num-
ber and per cent of homes and neighborhoods classified as “‘good,”
“fair,” and “‘poor’ on January 12, 1914, 1915, and 1916:

TisLg 48,—HOME AND NEIGHBORHOOD CONDITIONS OF EMPLOYEES ON JAN. i3,
1914, 1915, AND 1916,

Homes of employees investigated and reporied on—

Conditions, Jan. 12, 1914, Jan. 12, 1915, Jan_ 12, 1016,
Number. | Percent. | Number. | Percent. | Number. | Percent.

4,001 40.77 9,011 89. 53 25,514 87.04

3,061 p a0.42 3, .0 3,02 11.20

2,971 .81 110 2.87 458 166

Total oe.o..... cerensnenef 13,003 10000 14,256| 100.00 20,314 100, 00
borhood eonditions )

e 9, 440 86. 22 2,007 0.8

4,510 TR 5,324 18.18

206 214 280 .98

14,256 100. 00 29,314 160. 00
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As compared with the status of home conditions at the beginning
of the year in question, January 12, 1914, the proportion of homes
rated a8 ‘‘good’’ increased from 46.77 per cent to 87.04 at the end of
the second year. A somewhat similar change for the better was found
at the end of the second year in the neighborhood conditions of the
pmployees. The proportion of homes and neighborhoods classified
as ‘‘poor’’ greatly decreased (from 22.81 and 19.07 to 1.66 and 0.98
per cent, respectively) during the seme period.

Immediately after the beginning of the plan in 1914 especial
attention was paid by the department of education of the company
(at that time the sociological department) to the neighborhood and
home conditions, family life, general habits, thrift, etc., of the em-
ployees participating or about to participate. Aside from the gen-
eral changes in the social and economic conditions of the employees
during the first year of the operation of the plan, described elsewhere,
special reference must be made to thrift, which during the first year
resulted in the total saving of $4,844,724, as per the following
statement:

Amount of * profita” accounted for by employees detween Jan, 12, 1914, and Jan. 18, 1915,
showing actual savings effected by them.

Amount in banks. . c..oih it iici it et $2, 049, 883
Valuo of homes. . ...iciiiiienniatasnranssnceaaseacnscaas 465, 294
VRO OF 10N, o . s oo iivreinaenronassentossansesannonnnnnnns 26, 976
Amount paid on homos on CODPRACE . . . cceecrereneanannnns 2,126, 606
Amount paid on lotson contract. .o v iiinivani i, 175, 965

Y F 4, 844, 724

This sum does not include increase in amounts paid out in pre-
miums on life insurance policies, a figure difficult to arrive at.

Roughly speaking, of the total of “profits™ of slightly over
$8,000,000 paid out during the first year, almost $5,000,000, or about
two-thirds, was stored up by the employees for old age, disability,
and general emergencies.

Beginning with the second year of the operation of the plan, the
sequence of emphasis laid by the educational department as shown
above, namely, home and neighborhood conditions, family life, general
habits, thrift has been reversed, and thrift is receiving at the present
time the largest attention. This change of emphasis was not due to
any change in the policies of the company—good home conditions and
thrift, still being, in equal degrees, prerequisite for participation—but
to the general improvement in the social and economic conditions of
the employees which has already taken place as a result of increased
earnings and the educational work of the company. These two factors
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reduced greatly the proportlon of employees in need of edvice as to
home conditions, increasing proportionately the need of advice in
matters of thrift and the development of what the company calls
‘‘constructive life.”

Thus, at the present time (November, 1916), aside from having to
comply with a simple general standard of life, home conditions, etc.,
as described elsewhere, participants are, in addition, required to
account for the “‘profits”” given to them. This accounting must be
in the form of savings of some sort or other, no specific form being
urged,

The amount of ‘‘profits” saved thus during the first two years of
the operation of the plan is shown in the following table:

Amount of “ Profits” accounted for by the employees between Jan. 12,' 1914, and Jan. 12
1916, showing actual saving effected by them.

Amountin banks. .. ... ..o $4, 972,518
Value of homes_ ... . . ieiiii i 2,424,437
Value of o8, ... .o icenvccrccccnactcanncrcanannanen 547,630
Amount paid on homes on contract. ... ... ... .. ..., 8,733,356
Amount paid on lots on contract. «...oounoiiiiaul. 874, 696

B 15, 352, 637

This sum does not include amounts paid out in premiums on life-
insurance policies, a figure difficult to arrive at.

On January 12, 1916, the savings effected by employees of the com-
pany accounted for $15,532,637, more than three-fourths of the total
amount paid out to them in “‘profits” during the two years. This,
in the opinion of the company, is a gratifying showing of thrift,

PLAN NO. 3.
GENERAL NATUEE OF PLAN.

This plan consists of three separate and distinct parts and provides
for:

1. Bonuses to employees especially selected for their meritorious
. service, in the form of shares of stock in a building and lean associ-
ation orga.nized under the laws of the State of Pennsylvania—in
operation since about 1885.

2. Bonuses to all employees engaged in manufactunng occups-
tions who have a satisfactory record of service of one continuous year
preceding the distribution ‘date, in the form of an annual cash pay-
ment of from 5 to 20 percent of earnings—in operation since 1898.

3. Bonuses to selected employees in the form of common stock of
the company at par, same to be paid for by the accruing dividende—
in operation since 1903.

In 1914 a total of 3,207 employees, or 66 per cent of the total num-
ber employed, benefited by one or more of the provisions of the plan.
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The following table shows the number and per cent of employees thus
benefited:

TadLx 49,—NUMBER AND PER CENT OF EMPLOYEES PARTICIPATING IN EACH CLASS
OF BONUS IN 1014

Employees partlo-
ipating,
Class,
Numbaer,| Per cent.,
Ono honus:
Cosh,..oovniiiverscnnsossrnnan 330
Cammon stook. ., ......ceeeees 50
uliding avd loan stook....... 101
—_— 2,5 7.6
1'wo bonuses
and oomman 8100k . . eay... 1%
Cush sod  loan
BLOOK . iucencmaeianesiraaanas 1]
Common stonk and building and
1080 B100K .. s nsrensasnsnrencrn 160 )
—] 49 1.9
Thres DOnUME. . .c.veinrrecncnansrsssnness -1 7.4
Tolleveiicnrnerrnnnsenacsnnnnnnnne 8,07 100.0

Of all the employees benefiting by the three provisions 2,521, or 78.8
per cent, participated in one of the bonuses, receiving either cash or
stook; 449, or 14 per cent, in two; and 237, or 7.4 per cent, in all of
the bonuses.

The following table shows, by nature of the bonuses paid, the dis-
tribution of participating employees by ocoupation groups:

Tama 50~-PER CENT OF PABTK“-IPATI‘NG EMPLOYEES RECEIVING EACH KIND OF
BONUS IN 194, BY OCCUPATION GROUFPS.

Ter twnt of
v T" bunu-ln
Owmupation group.
Dmnm Bulldtng
Cash, | stack of | and kmn
COmMpanRY. S0k,
Breoattm.....covviiinivnnnans]ocriannnas) ' %} 158
Clertoad. ... .ccevnenenanem R 4.7 [ Y]
................. 100.0 b ¥ ™me

Over 79 per cent of the total employees participating in each of the
classified bonuses were engaged in so-calied manufacturing oocoupa-
tions, i. e., were concerned with the actual processes of manufacturing.

No clarical employees participated in the cash bonus, but 4.7 and
5.6 per ocent of those sharing in the stock distribution, common and
building and loan, respectively, were found in clerical oocupations,
The percentages of participating employees belonging to executive
occupations were 15.8 per cent under the common-stock and 15 per
cent under the building and loan stock phases of the plan.
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DISTRIBUTION OF BUILDING AND LOAN ASSOCIATION BTOCK.

Asidefrom common-stock distribution, described below, thecompany
awards to worthy employees, irrespective of occupations, at the dis-
cretion of the president and upon recommendation of heads of depart-
ments, shares of stock, varying from two to five, in & building and
loan association of Philadelphia, incorporated under the laws of the
State of Pennsylvania. Such an allotment implies that the company
obligates itself to make payments for the employee until the stock is
fully paid for, and money thus accumulated becomes available for
home-building purposes of the employee. Payments for such stock
are made by the company at the rate of $1 per month per share until
the maturity value of $200 is reached.

The following table shows the annual distribution of building and
loan stock among employees up to and since 1910:

TaBLE 51.—DISTRIBUTION OF BUILDING AND LOAN ABSOCIATION BTOCK, 1910 TO 1014,

BY YEARS,
Empl L]
holdl:ngd uild-
Total | ing2nlloen | wotet | Costto
Years. ployecs shares | compeny
aligible. N held. | per year.
er
Number. cent.
94| 9.3 2,757 §3,444
545 | 10.0 3,012 35, 144
617 | 12.5 , 40,
12.3 3,754 45,048
708 [ 48] 2900| 46,813

On December 31, 1914, 708 employees, or 14.6 per cent of the total
employed, were holders of 3,901 shares of building and loan stock,
with a cost to the company for the year 1914 alone of $46,812.

The following table shows the distribution of employee holders of
building and loan stock by occupation groups:

PAELE 52.—NUMBER AND PER CENT IN EACH OCCUFPATION GROUP OF EMPLOYEES
HAVING BUILDING AND LOAN BTOCK.

Occupstion group. | Number. | Par cent.

Executive...cacae.q.. 108 15.0
Clerical. ..o ocoenenens 40 5.8
Manufsctuging. ... .. . L w4

DISTRIBUTION OF CASH BONUSES.

This part of the plan, in operation since 1898, involves the pay-
ment of annual bonuses in cash, in terms of specified percentages of
earnings, to all manufacturing employees of the company with a
record of a continuous service of one year preceding the date of dis-
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tribution. Foremen are oxcluided from these benefits, The per-
centage of annual earnings paid to individual employees depends
upon the department in which they are employed, the range of
variation in-the scaie being from 5, the lowest, to 20, the highest.
During the year ending December 31, 1914, of a total of 4,850 -
eligible employees, 2,818, or 58.1 per oent recelved bonuses varying
from 5 to 20 per cent; of their respective annual! earnings.. The fol-
lowing are the numbors and porcentages (of the total employees
 participating) that received classified percentage bonuses.’

TABLE G&—NUIBEB AXD PEB CENT OF PARTICIPANTE RECEIVING EACH SPECIFIED
PER CENT OF BARNINGS AS BONUB

Pareentage bonng. | Number,| Per cent.

1,162 0.2
850 2.7
270 0.8

1,027 %.5

2,88 | 100.0

An examination of these figures shows that 53.9 per cent of the
* total employeﬁ participating received 10 per. cent or more on their
annual earnings and 46.1 per cent received under 10 per cent.

DISTRIBUTION OF COMMON STOCE.

The stockholders of this company at & speciat meeting held Novem— :
ber 12, 1902, passed a resolution placing 5,000 shares of the common
capital stock of the company st the di3posa.'l of the president and the
board of directors of the company ‘‘to be used by them for distri-
bution ‘at not less than par among the eompany’s employees, irre-
gpective of occupatlons or type of employment” as a reward for
* meritorious sarvice.

Originally the maximim nurmber of sha.res to be allotted to any one
employee was fixed by the board at 5; during recent years, however,
in view of the greatly increased ma.rkat value of the stock, the maxi-
mum aliotted has been reduced to 3 shares.!

Employees receiving allotments of commen stock make no pay-
ments on the stock, as it pays for itself by its dividends. When it
. becomes fully paid for, dividends to the holders are paid in cash.
Shares of stock alloted under the plan do not become the sole prop-
erty of the holder until 15 years after allotment.

The tabie following shows the number and per cent of employees
holding allotted common stoek 'Docember 31, 1914, by occupatmn
groups. ' :

!'l'hseommmkonhownmmy wvﬂmhm,nusstthomumanboutm The svarage
sonual dividand pald on it during the pariod of existence of the plan, 1903 to 1014, was allightly over 30
par cent.
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- TaBLE 54,—NUMBER AND PER CENT IN EACH OCCUPATION GROUF OF EMPLOYEES
HOLDING COMMON BTOCK OF THE COMPANY,

Occapation group. | Number. | Per cont.

Exeentive......_..... ™ 15.8
Clerieal ... vcvvvieeaaa 28 4.7
Manufactoring. ... ... 473 e

Total............ i) 100.0

A total of 595 employees (12.3 per cent of the number of eligible
employees in 1914) held 3,389 shares of common stock, the respective
percentages of the total employees holding classified number of shares
having been as follows: 3 shares each, 303 employees, or 59.2 per
cent; 5 shares each, 247 employees, or 41.5 per cent; 10 shares each,
23 employees, or 3.7 per cent; over 10 shares each, 22 employees, or
3.6 per cent.

BENEFITS OF THE PLAN TO THE COMPANY.

In a general way, one of the principal objeets sought by the intro-
duction of the plan, it was stated, was to stabilize as much as possible
the working erganization of the company. The managing officials be-
lieve that a high percentage of labor turnover is expensive, inasmuch
asit prevents improvement in the quality of the product manufactured
and increases the cost of maintaining the working organization.

That a stable working force has, to a considerable degres, been
attained may be inferred from two facts: Firsi, a relatively low
percentage ‘of labor turnover in the manufacturing force of the
company, a8 shown in the table presented below; second, a relativaly
small number of employees who are beneficiaries under the common~-
stock distribution plan have forfeited their stock by either voluntary
leave or discharge.

TapLE &5.—PER CENT OF TURNOVER IN THE MANUFACTURING FORCE OF THE
COMPANY, 1910 TO 10i4, BY YEARB,

Yeur, Per oend.

-
=
e
L Bl
& | nopau

Average for five-year period .
-

As will be shown in a study on the turnover of labor in different
industries to be issued in the near future by this bureau, a percentage
turnover of 25.6, as shown above, is very moderate. This phe-
nomenon, so important from the point of view of the quality of the
producs turned out and the expense of maintaining the organiza-
tion, is attributable, in & considerable degree, it was stated, to the
operation of the various bonus plans described above.
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The following is the text of an agreement signed by employees
to whom common stock is allotted:

This sgreement, ina.da this —— day of ———191 , between

Co. (herein~
aiter called company), of the first part, and ~=—— (hereinafier called employee),
of the second part.

Wherona the stockholdera of company at the special meeting held on the 12th day
of November, 1902, passed s resolution placing 5,000 shares of proposed issue of
common capital stock at the disposal of the president and board of directors, to be
wsod by them for distribution at not less than par among the company’s employees,
to be allotted and ismued npon the terms, conditions, and stipulations, to be fixed
by maid pregident and board of directors;

And whereas directors have been advieed that the sharea can not be actually
mmued saving upon terms of payment therefor in cash, but, being desirous to give
substantially to employeea the benefit of mid etockholders’ resolution to such extent
na the same is Jegal, have decided to enter into this agreement with employee—
one of others selectod by them, said employes having been long in the employ of
company, and having heretofore rendered fuithiul sexvices to the same.

Now this indenture withosseth that company and employse do agree to and with
euch other sa follows:

1. Company will appropriste for the purposes of this.sgreement out of the eaid
proposed new issue of ita capital stock, for the benefit of employee, upon the terms,
conditions, and restrictiona of this agresment, —— shares of its common capital
stock, each share baing of the par value of $100. These shares thus appropriated
will not be disposed of otherwise than in accordance with this sgreement. An em~
ployee, in said shares, shall have such righta sa by this agreemant are accorded to him,

Theas shures thus sst apart shall not be deliverable, saving upon the conditions
of this contract, and smployes shall have no interest whatever therein saving that
herein and hereby conferred.

1. As compansation for employse s services during sach time as he shall mu.mn
in the employment of the company, there shall be paid 1o him, in sddition to what
shall be due to hiem in the ordinary way, an additionsl amount which shall be allotted
to the trusteea harvinafter provided for in each and every year, commencing from the
— day of 191 . Thisz amount in each year shail be & sum equal to the
dilference between five por centum of the par value of srch of mid allotted shares as
shall not have been delivered to trustees under the terms hereof, and an amount
squal to the dividends declared by company during the year upon & number of chares
like in number, to the additional sharea thus allotied, not delivered. ‘The compen-
mtion shall he apportioned, where shares shall bave been delivered during the cur-
rency of the year, at the rate aforesaid up to the time of delivery.

3. It shall be within the power of company, scting through the board of directom
or propar executive officers, at its or their sle discretion, at any time hereafter, to
toriinate the smployment of employes, either becauss of his inability further to
reuder servicon which shall be deemed by company valusble, or becauss of dissatis-
faction entortained by company acting aa aforessid, or for any other reason deemed
by company, 80 acting, as sufficient. The power of termination of smployment by
company is abaclute, and may by exarcised without sny right of question, and with
the effoct of terminating all righws hereunder, mving as horein otherwise specified-

4. The mum thus allotted 0 employes, immadiasly upem the sxpiration of each
and every yoar, Mmthpudwhndlmﬂybmhnhpudmmwh
appoiuted and continued in the way and manper hervinaftor art forth: Provided,
Aowewsr, That if in any year, employee shall desire that cat of the sum allottad for
snid yesr there shall be paid 0 him one-third or lews therwaf for hin pesmonial use, the
portion thus designated, not 90 exceed one-third, shall be paid ever to him dirctly
by rompany. in 8o event 1o excend five per centusa on the par value of sock, and the
residue of the allotted sum slone shall be paid to trustees.
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In such event, wherever hereinafier, the allotted fund is referred to, such reference
shall be taken as covering merely the residue remaining of the original allotted sum
for the year. It shall be necessary, however, for employee in each year to make
the request for the payment of eaid portion to him. Any request in one yesr shall
not be considered aa extending beyond said year. Said trustees shall hold the fund
thus aunually allotted to them under and for the purposes of this agreement. To
guch extent as the fund ehall pay therefor, company ehall, from time to time, deliver
upon payment therefor by trustees, so many ghares of its common capital stock st
par ag can then be paid for. These shares shall be held by trustees, together with any
residuum of cash, the latter not to bear interest, for the bemefit of employee under
the terms and conditiona of this agreement. Dividends upon these shares shall be
collected by trustees as the same shall be declared, which dividends shall be used
in the way and manner provided of and concerning the annual compensation. Shares
of etock thusdelivered to trustees, however, shall not be entitled to back dividends,
but ¢nly to such dividends as may be declared thereon after date of delivery.

5. In case of the death of employee, or of the termination of his employment because
of his physical or mental inability o discharge his duties, this agreement ghall be
terminated. Trustees shall then {ransfer to employee, if he be living, or if he be
deceased, to his personal representatives, the number of eharesof stock and the amount
of surplus cash which then shall be held by them as trustees. No further payments
of cash or allotments of stock shall thereafter be made. The undisposed of residue
of the allotted shares shall thereafter remain the property of the company, without
any right whatever, therein or thereto, in employee or his personal-representatives.

8. If the employment of employee be terminated by company for any cause other
than his physical or mental inability to discharpe his duties, and the judgment of
company as to the cause of the termination shall be final and conclusive, this agree-
ment shall terminate at the same time. Trustees shall then turn over to employee
an amount equivalent to the unused cash in their hands belonging to the trust and te
the par value of the shares of stock then held by them, even if all the allotted shares
ghall then have been fully paid for. It hall be their duty o dispose of the shares
thue held in such way and manner as ghall be legal, for the benefit of company, first
deducting the par value of the shares paid over to employee. All righta of employee
in the allotted shares shall terminate upon said payments being made to him. -

7. In no event, saving in case of death of employee, or termination of his employ-
ment because of mental or physical inability, shall any ehares be actually demanded
from trusieea by employee, until the first day of , and not then unlees the
dividends declared upon said stock shall have been in sum total an amount equal
to the par value of the stock and interest. Until mid time, saving under mid excepted
circnmstances, said shares shall continue fo be held by them upen an active trust,
partly to insure the continued faithful services of employee; but, after the allotted
ghares have been fully paid for under the terms of this agreement, they shall be held
by trustees thereafter, without any further conditions as to the deduction of interest,
and the dividends thereon, shall thereafter, as declared, be paid over by trustees to
employee from time to time. - .

On the firet day of , if all the shares ghall then have been paid for, employee,
if he shall then be in the employ of company, shall be entitled to the transfer of
the same to him absolutely and without restriction.

8. All delivered shares shall he held by mid trustees upon an active trust, the
trustees being entitled to vote the mme as though abeolute owners thereof.

9. If dividends be declared in stock and not in cash upon shares, the trustees shall
hold the shares thus declared ns stock dividends in the same way and manner as is
berein provided of and concering shares delivered to them upon payment therefar
in cash.

10. The trustees shall be ' y ’ . and . In case of
vacancies in the trusteeship from time to time, company shall fill the pame by vote
of its board of diréctors. The permon thus elected shall have all the rights of the

trustee originally named.
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11, The compensation of trustees shall be fixed by company, and shall be paid
y it out of its own funds. No duty to compensate for said services shall be impoeed
pon employee,

STOCE SUBSCRIPTION PLANS.

A clear line of distinetion is to be drawn between plans under which
employees, with the assistance of their employers, but with their
'own money, subscribe for stock of the employmg corporatnon and
plans involving the distribution of gratuities or bonuses in the form
of stock instead of in cash, The following section of this report deals
wholly with plans under which employees, assisted in various ways
by their employers, subscaribe for stock of the employing corporation,
paymg for the same on the installment plan.

| DESCRIPTIVE AND STATISTICAL BUMMARY OF A SELECTED GROUP OF BTOCEK
SUBSCRIPTION PLANS,

A detailed analysis of over 25 such plans reveals the fact that none
of them involve the principle of profit sharing even remotely. In
most instances the cost of such plans to the employers is almost
negligible, the only expense borne by them being the one involved
in the keeping of the books necessary in the receiving and crediting
of the partial payments of the subscribing employees.

Under most of the plans the preferred stock of the employing
corporation is offered to employees. ¥For this two principal reasons
may be given: (1) The fact that the fluctuations in the values of the
preferred stock are usually not as great as the fluctuations in the
common stock, and (2) the type of investor represented by the sub-
scribing employees usually prefers the certainty of & fixed return on
the investment to the uncertainty of a potentially larger return on
the commeon stock as retwrns on common stock in & great number of
industrial corporations are frequently problematical.

The prices charged for the stock offered, based upon an examina-
tivn of 20 of the largest stock-subscription plans, were as follows:
Somewhat higher than the prevailing market value in 1 plan; market -
value in 6 plans; from $1 to $5 below the market value in 5 plans;
from $6 to $10 below the market valus in § plans; and $10 or more
per share below the market value in 3 plans,

Under the great majority of such plans all of the employees of the
company are eligible to subscribe in amounts determined by the man-
agement, usually on the basis of the sarning capacity of the subscrib-
ing employes. The amounts of stook allotted vary from about
one-fourth to the full amount of the employee's annual eamnings.
As a matter of practice, the smaller the relative financial advantages
offered by the employer, the larger the amount of stock for which
employees are allowed to subscribe. In only a very few instances,
however, i3 the amount of stock that employees may subscribe for
unlimited.

§6531*—Bull 06—17—39
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In all of the plens studied, except one, interest ranging {from 4 to 6
per cent was charged on the deferred payments of the employees.
At the same time the usual dividends accruing were credited to the
subscription accounts.

Not until the stock subscribed for is fully paid up are the holding
employees allowed to vote on it.

Aside from offering the stock at reasonable prices, frequently lower
than the market price, it is the custom of employers in many
plans to offer bonuses—a certain sum per share for a limited number
of years—for the retention by employees while in the employ of the
compsny of the subscribed for or owned stock. As in the case of the
stock dividends, such retention bonuses, until the stock is fully paid
for, ‘are credited to the subscription account. When stock is fully
paid for, the dividends as well as the retention bonuses are paid to
the employee in cash.

The following table shows the different amounts per share paid
as retention bonuses under the plans studied:

TamLz 56.—BONUSES PAID UNDER SPECIFIED NUMBER OF PLANS TO SUBSCRIBING
EMPLOYEES FOR THE RETENTION OF BTOCK (OWNED OR SUBSCRIBED FOR).

Retention bonnses per share,
Number of
Plans, Amount | Peried
{per yoar)| (years). Bml
1 None, Jeeeeae .. ...] Nomse,

i $2.50 3 None.
3 2.00 5 | None.
2 3.0 b 1)
1 3.50 ] 1)
2 4.00 B L)
4 500 5 '{
1 7.50 § | None.

10me plan pald $5.91; the other will pay pro rata st the end of the series amonnt of socumuoliated for-
1 Will pay pro rata at the end of the series amount of sccumulsted forfeited bhanuses,

# Oma plan paid $5.56; the other pays none.
¢ Three plans will pay pIv rata at end of the series amounts of secpmalated forfeited bonnses; the

D6 PAYS DOD8, .
Of a total of 25 plans examined, 14, orabout three-fifths; paid bonuses
varying from $2 to $7.50 per share for periods ranging from three to
five years, The table also shows that 11 firms out of 25 paid no reten-
-tion bonus whatever on the stock purchased by their employees,
Under some of the plans the amounts of the bonuses forfeited
through cancellations revert to a special fund which, at the end of
the specifio subscription series, is distributed pro rata among those of
the subscribers who have completed their payments. Provisions for
such a fund were found in seven plans, among which were two of the
largest in operation. The relative benefits derived by the sub-
scribing employees from the special fund vary directly with the
number of cancellations; the more numerous the latter the larger the
fund, and, consequently, the amount pro rated per share.
All of the plans exsmined without any exception allow their employ-
ees to cancel theirsubscriptions at will. Upon cancellation, employecs
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usually receive the amounts paid in by them, with interest of from
4 to 6 per ocent, less dividends and other special bonuses that might
have been credited to their subscription accounts.

The following table shows for a representative year the sizes of a
selected group of establishments having stock-subscription plans in
operation:

TabLE 8T.—NUMBER AND PER CENT OF ESTABLIBHMENTS WITH S8TOCK SUBSCRIP-
TION PLANS IN OPERATION HAVING EACH CLABSBIFIED NUMBER OF EMPLOY EES.

Establishmenta
having plans in,
Clamsified number of oparation.
employess.
Number. | Percant.
100 end onder %00. ..... aars 1 4.5
800 and under 5800, ......... 2 o1
500 and undor 1,000.....04- I 1.8
1,000 and under 3,000, . 9 9.1
amnutdundnrﬁ enes ] 2.1
5,000and under 10,000..."" iy 4.5
10,000 R0A OVEE. - 2rvanenses 7 5.8
Total...ccoiinnnnnans ] 1000
1

The majority of stock-subscription plans, unlike the profit-sharing
plans described in a preceding seotion of this report, were found in
establishments employing relatively large numbers of employees,
viz, from one to three thousand.

The fullowing table shows the extent of the application of the stock-
subscription plans examined as well as the frequency with which
employees avail themselves of the opportunities offered by the plans:
Tasix 58.—EMPLOYEES ELIGIBLE T0 SUBSCRIBE FOR STOCK, EMPLOYEES SUB-

BCRIDBING, AND AVERAGE NUMRER OF SHARES SUBSCRIBED FOR, IN EACH OF @1
ESTABLISIHMENTS, IN BPECIFIED YEARS.

Employess eligihla
0 sabac ibe. Employess sutworihing. Average
Yer Total number
Establisherant No. " | smploy- l:l't::l‘ meu:: P'n.rir?g:q nl’ahlmb_
s o o per su
Number. smploy- Nurgber. amploy- | employ- {aaription.
ol "o -y
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An interesting feature of this table is the fact that in two-
thirds of the plans the proportion of subscribing employees to the
‘employees eligible to subscribe was less than one-fourth. In 13 out
of 21 plans studied the proportion subscribing was less than 20 per
cent, and in about two-fifths of the plans even less than 10 per cent of
the total number employed. The average number of shares per sub-
scription differed considerably—from 1.4, the lowest, to 9.6, the
highest—the average number of shares per subscription for the entire
group of plans having been slightly over 4.

The proportion of all subscriptions canceled, as well as the average
number of shares per cancellation, are shown herewith:

Tabre §9.—SHARES OF STOCK SUBSCRIBED FOR, NUMBER AND PER CENT CANCELED,

AND AVERAGE NUMBER OF SHARES PER CANCELLATION, DURING ONE BEFRE-
SENTATIVE SUBSCRIPTION PERIOD, IN EACH OF 19 ESTABLISHMENTS,

Bhares canceled,
Estab- Average
: Number
lish~ Subscription pert {sh number of
ment i iption period. of shares Per cent ghares
No. subseribed for. | aqurtner, of shares cancellalion.
subscribed for,

3, 260 719 2.6 4.1
102,708 1,696 L7 2.4
670 10 15 20
600 28 .7 3.0

60 3 5.0 @
5,900 2,781 47.1 5.8

385 10 2.5 8

16,444 1,684 10.2 J

224 84 3.8 L7
34,252 6,865 1.3 4.7
2,725 37 40.7 LS

1,492 159 i0.7 *)
332 751 i1 1.8
561 331 8.0 L4
2o 532 73 ¥

1 A
272 81 .4
27,868 o0 3.3 4.5
20 31.0 1.0
1 Not reported.

The proportion of cancellations, in per cent of the total shares
subscribed for, was less than 10 per cent in 8 establishments; from 10
to 20 per cent in 4; from 20 to 40 per cent in 4; and between 40 and
60 per cent in 3 establishments. As a rule, the tendency of cancella-
tions is to decrease with the gradual development of the plan
for the reason that during the first years, the matter being a novelty,
many employees contract far shares for which they can not pay.
In a general way also, it may be stated that cancellations, particu-
larly under the plans in operation in establishments having large
numbers of employees, increase (¢) with decreases in the total num-
ber employed, inasmuch as employees laid off or discharged imme-
diately cancel their subscriptions; and () with changes in wages
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resulting in decreased earnings. Under the stock subscription plan
described in detail on pages 148 to 157 of this report, the relative num-
ber of cancellations in 1904, during which a considerable decrease in
the rate of wages was made, was four times as large as the relative
proportion of cancellations during the succeeding year.

The following table shows the number of cancellations and of
shares canceled, by causes, during one representative subscription
period in each of 18 establishments: '

TanLk 60,—NUMBER COF CANCELLATIONR, AND OF SHARES CANCELED, IN EACH OF
10 ESTABLIBHMENTS, DURING SPECIFIED YEARS, BY CAUSEH.
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Of the canceled subscriptions, 58.4 per cent, representing 53.1-
per cent of all the shares canceled, were occasioned through two
principal causes, leaving of service and discharge; 18.7 per cent of
the canceled subscriptions were due to the employee’s alleged inability
to continue the making of the stipulated payments.

The following table shows the proportion of subscribers in each of
the four principal occupation groups in 19 establishiments.
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TanLe 61.~-NUMBER AND PER CENT OF‘ BUBBCRIBING EMPLOYEES IN EACH OCCUPA-~
TION GROUF, DURING ONE BEPRESENTATIVE S8UBSCRIPTION PERIOD (190 EBTAB-
LISHMENTS).

Bubscribers,
Occupation group.
Number. | Per cent.

Exocutive............ 8,631 10.2
Clorical. . ...c.ccevvuee 10, 884 4.2
Bales.......cccuverens 174 .4
Allothers......co..ue 25,130 56,3

Tatal.......... 4,819 100.0

More than one-half of the subscribers were found in the occupation
group “All others.” Inasmuch as common laborers very seldom, if
ever, take advantage of the plans, it may be assumed with a reason-
able degree of probability that the classification ““ All others” included
employees who were engaged in manual and mechanical occupations
requiring some degree of training or skill.

Fivaneisl adventages sceruing to sabacribers.

In the following table is given an estimate of the financial advan-
tages offered by the stock subscription plans examined to employees
earning $1,000 yearly. It is evident that such advantages, if any,
may accrue to subscribing employees in either all or some of the
following ways: (1) In the relatively lower price at which the stock
may be had, as compared with the prevailing market value; (2) by
special bonuses offered for the retention of the subscribed for or
already owned stock; (3) by the difference between the rate of
interest charged on the deferred payments and the dividends credited;
and (4) from the proportionate share in the special fund which
accumulates from the forfeited bonuses of canceled subscriptions,
and which becomes distributable at the end of the subscription series.

The total financial gain under each of the plans is shown in column
nine of the following table. By dividing the total amount of possible
gain into the aggregate earnings of a hypothetical subscriber earning
$1,000 per year for the period of years covered by the subscription
geries, there is obtained what is called in column eleven the ‘“per cent
of gain on total earnings.” In this estimate as calculated all the
speculative features of the transaction were disregarded.



PROFIT SHARING IN THE UNITED STATES. 135

Tantz 69,—ESTIMATE OF GAIN WHICH MAY ACCRUE TO A STOCK-BUBSCRIBER
EMPLOYEE EARNING 81,000 PER YEAR IN EACH OF 18 ESTABLISHMENTS,

Nomber | Max- E xoons SP“’N : Per
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4 Amount not known untft end of series,
¢ Not including special fund, smount not kaown notfl end of series,
¢ Employess surning leas than §1,300 per year ot insluded in plan.
For convenience the estimated percentage gains on earnings shown
in the foregoing table have been summarized as follows:

Tass 63.—CLASSIFIZD PER CENT OF GAINS ON EARNINGS (0 PLANG).

Olamifiad par cent of guine. | L0

Under 2 ml.....i ........

Bl owwon

Total.s.ninrasssnaanaens]

Under 14, or 70 per oent, of the plans the estimated financial ad-
vantages to the employees amounted to less than 4 per eent of their
earnings during the period covered by specifio subscription seriee.
In over one-third of the plans the estimated benefit amounted to
less than 2 per cent on earnings, slightly above 1 per cent mostly.
Ouly one plan offered a financial advantage exceeding 8 per cent on
SArnings.
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ANALYSIS OF WORKING OF FOUR TYPICAL PLANS,
Plan No. 1.

The essential features of this plan, as announced on January 1,
1915, are as follows:

{e) Any employee who on January 1, 1815, has been continuously in the service of
two years or more may purchase one share of stock at $110 per share for each
$300 of his or her annual wages, but not exceeding 10 shares to any one employee.

(&) All purchase agreements must be filed with immediate superior officers on or
before January 30, 1915. i

(c} Continuous service and *‘rate of pay” under this plan shall be determined in
the same manner as under the regulations of the Employees’ Benefit Fund Plan,

{d) The following table shows the maximum number of shareg which any employee
may purchase, but any employee may purchase one or more shares up to the maximum
he is entitled to purchase:

Employees recelving at Dec.

Sent ton rate par yous ob M8 Frainge- "
300 0r les. . oo ireeiieeieiieriie e 1 share.
Over $300.0Lto $600, inclusive. . ....cvoocninvenunn 2 sharee.
Over $600.01to %900, inclugive. ..ccoueeuenioan. ... 3 shares.
Over $900.01 to $1,200, inclugive. . .covecneauncnnaann. 4 ghares,
Over $1,200.01 to $1,500, inclusive. « o veeeeeeeeeacaann.. 5 shares.
Over $1,500.01 to $1,800, inclusive. . venvereenicannnnnnn § shares,
Over $1,800.01 to $2,100, inclugive. ...... [ 7 shares.
Over $2,100.01 to $2,400, inclusive. . . ccccverenncnann... 8 chares,
Over $2,400.01 to $2,700, inclusive. v vovveeeveomnncnecnn- 9 shares.
Over 82,700, . . ..iiiiercricineccenecancecmannrannnan 10 charea,

Payment for the stock must be made beginning with March, 1915,
in monthly installments of $2 per share, to be deducted from wages
until stock is paid for, but payments may not be completed before
March 1,1917. Dividends are applied toward payment, and interest
of 4 per cent is charged on unpaid balances.

Stock purchased, until payments have been completed, is to be
held by three trustees appointed by the board of directors. When
the stock has been fully paid for, the subscriber may keep or sell it,
as he chooses, but before then no assignment, pledge, or sale of
rights is permitted.

If a subscriber-employee leaves the company’s service or dies in
the service before his payments have been completed, the net amount
psid in is returned in cash. If he leaves or dies after March 1,
1917, the amount still unpaid may be paid in and the stock taken up.

If for any reason other than leaving service, temporary absence, or
death, any employee desires to withdraw from the purchase agree-
ment, and if his reasons appear sufficient to the trustees, he may
receive back the total amount paid in, together with 4 per cent
interest.

Of a total of 151,129 employed, 78,587, or 52 per cent, were eligible
to subscribe for stock under this plan; 33,920, or 22 per cent of the
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total employed, and over 43 per cent of ail the eligibles, took ad- .
vantage of the offer of the company and subseribed for a total of
102,708 shares of common stock. Over two-thirds of all the sub-
scriptions were for three shares or less, one-third of all having been
for two shares only, Less than one-tenth of all the subscriptions were
for six shares or more.

During the first five months of the operation of the plan 2.1 per cent
of all the subscribers canceled 1.7 per cent of all the shares subscribed
for, the average number of shares per cancellation having been 2.4,
as against 3 per original subscription, showing, in a general way,
that employees holding small numbers of shares were responsible to
a groat extent for the cancellations, Most of the cancellations-—over
two-thirds of them—were caused through employees leaving the
service of the company.

The types of employment or oocupations of the subscribers under
tho plan are shown in detail in the following table:

Tasre 68.—~NUMBER OF ATOCK SUBBCRIBERS AND OF BHARES HELD, BY

OCCUPATIONS,
[ - - U - e mr m r ot e—
Btock subsoribars. Shares held by—
Oooupations. ‘
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ACTOUDTADAE. . cavesnarsscinanscnnnnae P 436 = L 3.276 [ ) 2.3%
o nm‘mﬂnzdﬂwlmt b l.maa .......... 1.:17; 7. -1‘;?7 - 1,$
aparating ODAIIDeN: DORAE. ..cansasl] 000 9 Jevenennesas 0 TR0 @8f Jienciannen

Aaslstanis o main gperuting department

u dsm.‘ .................... ‘::: go l.gﬁ ‘;'3!"? 13 l}.g

ANARCTS .nhlln W‘. (.4 s
Collectors and canvaeers, . L1® 1 1.1% 3.930 ] 19 4,009
Caslibors, Inlllll.wlnuun,th m X ™4 433 1,219
LT 1T T .17 1% 118 13,718 3.5
FOMomem. . coeevanasnunnnssananns 1,918 1 1.M19 M8 .34
Right of way agents. [, 14 .......... B  Mei......... o
INSPOCtOM . yunvananas P 0 & b 2,415 k) 2,435
1 plant BroR. .. coiieriniiannsancans 4,348 [ 4,353 1.ae ] 12.634
mmmpt?;m foroes, 513 R o 4108 { 11,007 {...... e n.g
[

v s i aso| ves| s i: nus| 3a )
SepArS, s . . »Ak4 I,
Stencersphers and 0 2t Nl 3,140 2. %4

| [ O Frl] [ 3 N FR " 4
L] 3 57 ] 4 L]
Bf--a| B Hpe| W
Manu tsetnring shap, warahouss, distribgt.
b inshaliation workws. ... L1 w] nLws| 2om wa| L
Total...... Feintaasranstaantianactny) B.M .10 33, %90 3,50 19,07 ¥, 08

An inspection of the foregoing table shows that almost one-third
of the total number of subscribers were females and that every branch
of the service of the company is represented among the subscribers.
Considerably over one-half of the total number of subscribers belonged
to occupations other than executive, clerical, or commercial, the bulk

of them, apparently, having been engaged in mechanical and manual
occupations.
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Plan No. 2.

This plan was put into operation in 1909, when 12,500 shares of
preferred stock, at $115 per share, and 15,000 shares of common stock,
at $75 per share, were offered for subscription to officers and employees.
The amount of subscription in any case was limited to the amount
of annual wages or salary.

Minimum monthly installments were to be $1.50 per share for pre-
ferred stock and $1 per share for common stock, the stock to be fully
paid for within five years, with an interest charge in the meantime of
5 percent on unpaid balances. Dividends were to be credited from
the time of allotment.

As soon as the subscription payments were completed the stock
was to be issued to the subscriber; but when an saliotment included
both preferred and common stock no certificate was to be .issued
until the entire subscription was paid, and then certificates for both
classes of stock were to be issued.

As an inducement to subscribers to retain their stock and ““to have
and show the active interest in the business of a stockholder or work-
ing partnér,” a special allowance of $4 per share of preferred stock and
$3 per share of common stock for five consecutive years beginning
with August, 1910, was offered. This special allowance was to be
eredited to subscribers whose subseriptions were still in force, yet not
fully paid, but paid in cash to employees who had fully paid for their
stock. ‘

Subscribers who discontinued payments at any time before their
subscriptions were fully paid up would forfeit these special allowances,
which would then go into a special fund, credited with 5 per cent annual
interest. At the end of the five-year period, the total amount thus
accumulated would then be divided into as many parts as would equal
- the number of shares of preferred stock plus two-thirds of the number
of shares of common stock which bad remained continuously in the
hands of the subscribers for five years. Each subsecriber would then
be awarded as many parts as the number of shares then held by
him under this plan would entitle him to; i. e., one part for each share
of preferred stock and one part for each one and one-half shares of com-
mon stock.

The series of stock subscription described above was completely
closed out in 1915, with tHe following results:

Of a total of 28,400 employed by this company, 4,374, or 15.4 per
cent, availed themselves of the opportunity offered, and subscribed
for 34,252 shares of common and preferred stock, in almost equal
proportions. Over 86 per cent of all the subscriptions were for three
shares or less, 55.8 per cent of all the subscribers contracting for one
share only. Prior to the closing of the series, 1,247 subscribers can-
celed subscriptions amounting to 5,865 shares, making the propor-
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tions of total subscribers and shares that were canceled 28.5 per cent
"and 17.1 per cent, respectively. From the fact that the proportion
“of subscribers who canceled their subscriptions was considerably
larger than the proportion of shares canceled by them, it may be
“inferred that employees who subscribed for a amall number of sharea
were responsible for most of the cencellations. This conclusion is
partly supported by the fact that while the average number of shares
per subacription was 7.8, the average number of shares per cancella~
tion was only 4.7.
On December 23, 1915, this company in & circular to its employees
announced the establishment of a new plan, as follows:
To the employess of ———— Co., of , and iis subsidiary compames:
In order to reward continuous service and aseist employees to become etockholders
in this company and share in ita profits, the directors announce the following

PFROFIT-BHARING PLAN:

1. Any employee may subscribe for a profit-sharing certificate for $50 or any multiple
thereof up 1o the sum of $1,000. The payments for the certificate shall be made
in epecilied sums of not less than §1 nor more than §25 per month, which may be regu-
larly deducted from the employee’s wages. The amount thus agreed to be paid must
be sufficient with the other crodits hereinafter provided, to pay such certificate in
full on or befure January 2, 1921,

Whonever the employee is unable to work for the company because of shutdown aor
of hia sicknoss or accident dizability, his payments may be temporarily reduced o
suspended.

Each employes who subecribes for a profit-sharing certificate before March 1, 1916,
and has sarned $100 or more during the year 1915, will also be credited on such cer-
titicate at the date of his subacription with s sum equal to 1 per cent of his wages during
1813, 1f he han been in the company’s smployment throughout that year, this credit
will be not less than $10.

2. The company agrees to credit annually on January 2 of each yesr, from 1917 to
1921, iuclusive, on the profit-aharing certificate, in sddition te the employee’s pay-
ments theroon, the following:

(e} An amount equal to 1 per cent of the employee’s wages earned during the pre-
eedmg calendar year, if such wages amount to not lees than $100 and the employee

in still warking for the company. 1f he has been in the company's unployment
thm.lghoutthopmod.mgymr thia cradit will be not less than $10.

1i any holder of & profit-sharing certificate, because of a shutdown in his department
or his sickness or injury disshility, is abeent from work on January 2 of any year prior
to and including 1921, the company will make the above credit if he resumes work
not lator than April 1 of the same year, sither when the work in his department is
resumed or wpon his recovery from such disshility.

{5) Entarcet at the rete of 5 per cent per annum on all his payments and eredits on
his purotit-sharing certificate.

- In cese the hulder of & profit-sharing cettificate cessce to be an employee of the
company, the amount to the credit of his certificate shall be pavahle to him in cash
within 30 days thereafter, after which date it will not bear interest.

3. Kwmployer's options.—FEvery employee holding a profit-eharing certificate shall
bave the right:

1a) To apply the amount credited upon his profit-charing certificate to the pur-
chass, from the company, of its common stock st $3 per share below its then market
price at any timie whea such amount ia sufficient to pay for ane or more such ahares; or
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(2) To receive in cash the full amount of his certificate, with accrued interest,
any time after such certificate ia fully paid; or

(¢) To leave with the company until .Ta.nunry 2, 1921, the amount of his pa.ld-‘up
proﬁt-ahanng certificate, and (if he continues in the employ of the company) to receive
in cash on every January 2, to and including the year 1921, interest thereon at 5 per
cent per annum and also an amount equal to 1 per cent of his wages for the preceding
year but not less than $10; and

{d) To subscribe from time to time for additional profit-sharing certificates upon
the terms and conditions above set forth, provided the total amount of certificates
subscribed for by any employee shall not exceed $1,000, and his payments thereon
ghall not exceed $25 per month.

4. Special profit-sharing to employee stockholders.—The company agrees to pay to
each employee, while he shall continue to be an employee and to own stock under
this plan, in addition to the dividends on his stock, an amount equal to the extra
dividend which he would receive upon his said stock if the entire excess of the net
profits of the company for each calendar year prior to January, 1921, over and above
an amount equal to 6 per cent on the moneys invested in the company’s business
during euch year, were distributed pro rata to all the holders of ita common stock.
The company guarantees that this amount shall not be less than $2 a year for each
ehare of stock so held by the employee. The guaranteed $2 per share will be paid
by January 10 and the remainder as soon thereafter as the balance sheet has been
approved by the board of directors,

The *‘moneys invested in the company’s business” for each year shall be the capital
stock and surplus as shown by its annual balance sheet aa of December 31 of the
preceding year approved by ita board of directors. The ‘‘net profita” for each year
eball be the amount shown as net profita upon the company's balance sheet aa of
December 31 for that year approved by its directors.

Such additional annual payments to employee stockholders, for any year, shall
be paid upon only such shares of stock e are acquired hereunder priar to February 1
and held until the end of that year.

5. This proﬁbahmng plan ends January 2 1921. The company does not agree to
continue any of the rights, interest, or profit sharing above outlined beyond January 2,
1921. It hopes, however, to be able to announce an extension of the plan beyond
that date,

6. Participation in this profit-sharing plan is not eompulsory upon any employee,
Failure to accept any of the offers made by the company under this plan will not in
any way affect the employment or standing of anyone who is now or may hereafter
be in the service of the company.

JThe following tables have been prepared to show how monthly payments of $1 and
upwnrd will pay for profit-sharing certificates fn amounts ranging from $50 to $1,000.
While the profit-sharing plan provides that the yearly credit ahall be 1 per cent of the
employee's wages, these fables show in each case a credit of $10, this being the
minimum amount which will be credited to each subscriber who has been in the
company’s employment throughout the preceding year.
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1 Monthiy payments for 8 months, ¥ Monthly paymeats for 4 months. 3 Monthly payments for 7 months.
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EXAMPLE 1—450 CERTIFICATE.

A $50 certificate subscribed for during January, 1916, by an employee who has
worked for the company one year or more and who pays thereon $1 each month, will
be fully paid by January 2, 1918, as follows:

1 per cent of wages for 1915, 1916 and 1917 (minimum}........... $30. 00
24 monthly paymentsof $leach .. ... ... iaiiiii.... 24.00
Spercent interest to Jam. 2, 1918, ... .o.oiiiieiiiiiciiianaa. 2. 70

B N 56.70

He may draw in cash the full amount on January 2, 1918, or he may leave thisamount
with the company until January 2, 1921, and if he continues in the employ of the
company he will receive in cash on January 2, 1919, $12.84, on January 2, 1920, $12.84,
and on January 2, 1921, $12.84. The principal sum, $56.70, will also be paid on

January 2, 1921,
BXAMPLE 2—%200 CERTIFICATE.

An employee, who has worked for the company one year or more, subscribing
durivg January, 1916, for a $200 certificate with a monthly payment of $2, will have
to his credit on January 2, 1919, $120.50, of which he will have paid in $72. If he
then withdraws a sufficient amount to purchase one share of stock at $3 below the
then market price, he will continue to receive, as credita on the balance of his account,
interest at 5 per cent and the percentage of his wages as set forth in this plan, He will
also receive dividends upon his share of stock in common with all other stockholders
and an additional annual payment on account of his share of stock guaranteed to be
not less than §2, and which, on the basis of the earnings of the company for the year
1914, would amount to $5.20 each year.

ADDITIONAL FAYMENTS T0 EMPLOYEE BTOCEHOLDERS.

The following statement shows how the mte of additional payments to employee
stockholders, described in section 4, will be figured:

Capital atock and surplus Dec. 31, 1913:

Preferred 500K . ..o oo ee e e e $30, 000, 0050
Common BtockK: ..o eeviiiiiricnerananinnanrannn 40, 000, 0600
Burplus. ......ouee e reeece i 19, 608, 797

+ 89,608, 797

Netprofitforyear 1914, ... ..o ocnictnnrrccnacanaa.. 7,463,231

Deduct 6 per cent on above capihl stock and surplus.. 5,376, 527

‘‘Excess net profita” on which rate of additional payment
Bfigured. ..o i iiaiana 2, 086, 704

This balance, $2,086,704, is equal to 5.2 per cent on the $40,000,000 common stock,
and represents an additional payment of $5.20 per share. This statement ia figured
on 1914 business merely for illustration, and does not fix the mate of additional pay-
ment for any year. The company goarantees, however, that this additional payment
ghall amount to at least $2 per share each year. Any increase in the dividends on
the common stock will be shared in by the employee stockholder without any reduc-
tion being made in the additiona] payments to which he may be entitled under this
plan. Plan No- 3.
Under the provisions of this plan common stock (series of 1914) is
offered for subscription at $60 per share to officers and employees
whose annual wages or salaries are $1,300 or over. The maximum
amount to be subscribed for by any employee is determined in each
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instance by the executive committee in charge of the plan, due consid-
eration being given to the salary and importance of position of each
employee.

The maximum amount of stock that an employee may subscribe
for varies from 10 per cent of his annual earnings, in the case of the
employees earning $1,300, to 20 per cent of annual esrmings in the
case of employees earning $10,000 per year or more.

Payments on subseriptions are to be made in monthly installments,
deducted from the salary or wages in such amounts as the employee
may desire, subject to & minimum of $8 per share. Interest at §
per cent is charged on all unpaid balances and dividends are credited to
the employee's account until the subscription is fully paid. Employees
canceling their subscription before the stock is fully paid for, or who
havo failed to pay their installments for three consecutive months,
have the exact amount of their payments returned to them, together
with 5 per cent interest; they forfeit, however, the dividends a.nd
the special allowances referred to below.

As soon as the payments on the stock have been completed, the
shares are issued in the employee’s name, to dispose of as he chooses.
As a specinl inducement to keep it, however, the company pays $3
per share for five succesaive years to those exhibiting each year & cer-
tificate from an authorized official of the company stating that the
employece has been continuously in the company’s employ for the
proceding year and ‘“‘has shown & proper interest in its welfare and
progress.” At the end of five years he receives an additional allow-
ance, which is paid out of & fund sccumulated from bonuses which
become forfeited ‘through noncompliance with the regulations or
through leaving the company’s employ.

Employeece who have taken advantage of the stock subsecription
plan may also, on being selected by the executive committee, share
in the distribution of & certain sum set aside as & “participation
(so-called profit-sharing) fund,” out of the earnings for the cur-
rent fiscal year. As a matter of actual practice, participation in
this fund, based upon amount of salary and subscription of spe-
cific employees, is awarded to every one of those who subseribe for
stock under the plan. The exact basis of apportionment of the fund
is not made known. In the past, in instances of lower paid subserib-
ers—those earning $1,300—the participation amounted to 3 per cent
of annual eamnings or a bonus equivalent to $39 on a total stock
subscription of $120; viz, two shares at $60 each. The so-called
participation amounts have been correspondingly larger in the cases
of the higher paid employees, the governing principle of distribution
apparently being that the higher the salary and the greater the
importance of the subscribing employes the larger his proportionate
share in the fund.
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When the salary of the subscribing employce is less than $5,000
8 year, his share is paid to him in eash; officers or employees receiv-
‘ing more than $5,000 & year receive about 60 per cent in 'cash and the
remsainder in nonassignable, conditional ‘‘certificates of interest”
in the common stock on the basis of $60 per share, on which full
dividends are paid. Such a participant remasining in the employ of
the company for five years, until April 1, 1919, and having rendered
“faithful and satisfactory service,” may exchange his “certificate
of interest” for ordinary share certificates.

The following facts indicate the working of this plan for the period
of 1912 to 1915, inclusive.

Out of a total of about 55,000 employed only 2,500, or approximately
4.5 per cent, were ehglble to subscribe for stock under the terms
specified in the plan. On the average during the first four years of
the operation of the plan, slightly over one-half of the eligibles took
advantage of the offer of the company, thus making the proportion
of actual beneficiaries under the plan to the total employed about
2.2 per cent: A total of 4,923 employees subscribed for 27,668
shares of stock. The subscriptions for three shares or less were
44,4 per cent of all subscriptions in 1912, 74.2 per cent in 1913,
73.7 per cent in 1914, and 60.4 per cent in 1915. Only 910, or 3.3
per cent, of all the shares subscribed for were subsequently canceled.
During the year 1914, 68 subscribing employees canceled subscrip-
tions amounting to 285 shares, giving the following reasons for their
cancellations: (1) Leaving employment of the company, 30; (2)
inability to continue the making of the stipulated payments, 18;
(3) discharge, 17. The other three cancellations were due to death
of the employees.

The following table shows the amounts paid out, during the first
four years of the operation of the plan, of thespecial fund distributable
immediately upon subscription and in special bonuses for the reten-
tion of stock.

TapLE 85.—NUMBER OF BENEPICIARIES AND AMOUNTS DISTRIBUTED FROM BPECIAL
FUND AND A8 BONUSES FOR RETENTION OF BTOCK.

pecial fund Bpecis] bormmes for
8 retention of stock,
Year,
Nuomber Number
of bens- | Amount, | of bene- | Amount,
Aciagies. Bolaries.
1,000 | $172,915 10781 &M, 5
1,201 140, 41 3, 40,218
1,2% | 132,877 3,420 7. 956
1,347 | 156,332 4,710 80, 774
4 e6e}.........] o060
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Over $200,000 was paid out by the company as special bonuses
for the retention of the subscribed-for stock, at the rate of $3 per
share per year, as per soction 8a of tho plan reproduced below.

. The special participation fund during the four-year period amounted
to $622,166, of which amount $138,590 was paid in so-called certifi-
cates of interest to employees with an earning capacity of over $5,000
per yoar, Inasmuch as the latter amount constituted only 40 per
cent of the aggregate amount paid out to this class of employees,
the total amount paid out to them was $346,475, or 55.7 per cent
of the entire fund; that is, over one-half of the total amount distributed
was apportioned to employees with an earning capacity of over
$5,000 per year.

The text of this plan, as addressed by the company to its officers
and employees in s circular dated April 20, 1914, follows:

The company offers to officars and employees whose wages or mlaries are at the rate
of $1,300 per anoum or over the opportunity to subscribe for shares of its common
stock heretofore issued and now held by and in the treasury of the company st
the price of $60 per share, subject to the following conditions:

First. All subscriptions shall be for the value of one or more shares of comman
stock at the price of $60 per share and upon the express condition that there may be
allotted to the mubacriber all or any part of his subacription as the executive committes -
may determine.

Second. The maximum amount which may be subacribed for hereunder by such
officers and smployees respectively will be governed by varying percantages of their
raspective salaries or wages, which percentages will be determined in each case by
the axecutive committes, it keeping in mind the mlary and position of the individual;
and, as respects of such maximum amount is ( )sharen

No officer or employes of any clam is obliged to subscribe for any or for the full
amvoiunt of stock which he may be thus privileged to subscribe for, but if he eo elects
he may subacribe for & lesser amount.

Third. Payment on the subscriptiona shall be made in manthly installments, to be
deducted trom the salsry or wages of the subscriber in mach amounts as he may desire,
subject to the provision that the minimum amount of & monthly installment shall ba
$6 per share. The subscriber may anticipate such payment to such extent as he may
desire, but any amount a0 paid in anticipation shall be in even dollars, Interest at
§ per cent per annum will be charged by the company on all amounts unpaid on the
stock,

Fourth, From the date on which payments begin and during the cobtinustion of
such payments all dividends paid o the stock will be credited to the subacription
account of the subacriber until the stock is fully paid fmmdimnedwhm.nﬂuwhch
dividenda will be paid in the sume manner sa to other stockholders.

Fifth. In case a subscriber shall cancel his subacription bafore his stock shall have
been {uily paid for there will be returned to him the exact amount of his paymenta
made on sccoumt, with interest at § per cent per annum on the same from time of
payment, no credit being given him for dividenda or fur the special allowance referred
to in section mxth hereof, and no interest being charged on deferred payments, and
thereupoa hia subscription and all interest in the stock to which the sume relutes
shall coass and determing. Whenover such payments chall have been discontinued
without the conseat of the company for the period of three months, hin account will
be closed forthwith and his interest in the stock shall conss and his payments en
account will be returned to him as above stated.

56831*—Bull. 208—17—10
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No subacriber can cancel his subacription unless he cancels all of it-

Sixth. Ae soon as the stock shall have been fully paid for, and not before, it will be
ismed in the name of the subscriber. The subscriber may then eell his certificate
whenever he chooses, but as an inducement for him to keep it and to remain continu-
ously in the employ of the company or of one or another of ite subsidiary companies,
the following offer is made, viz:

If he does not sell or part with any part of the said stock but shall keep it and on
the 1st of April, 1915, and the 1at of April for four consecutive years thereafter shail
exhibit the certificate to an official desipnated by this company and obtain from him
8 certificate to the effect that he has been continuously in the employ of the company
or of one or another of its subsidiary companies during the whole preceding year and
has shown & proper intereet in its welfare and progrees, he will for each of such five
years receive from the company a cash payment at the rate of $3 a ehare for each
eaid share of said stock.

Seventh. If the subsacriber shall retain his eaid certificate and remain continuously
in the service of the company or of one or more of its subsidiary companies for said
five years, the company intends that he shall then receive a still further compen+
satior, which can not now be ascertained, bui which it is intended will be derived
from the following sources, viz:

Bubaeribers for stock under this offer whose subscriptions are canceled before being
paid in full will forfeit and will not receive the special allowance of §3 per share
referred to in section gixth hereof. Nor will such special allowance be paid for such
of the five years as remain after forfeiture to subacribers whoee certificates may be
Aransferred from their names at any time during the five years, whether intentionally
ar otherwise; nor to subscribers who after receiving their certificates do not remain
continucusly in the service as provided in eaid section sixth. The company will,
however, pay into a special fund at the end of each remaining year of said five years
the eaid §3 allowances forfeited by mubscribers as aforesaid. This latter fund shall
be credited with 5 per cent annual interest, and at the end of the five years’ period
the total amount thus accumulated will be divided into as many equal parts aa ahall
be equal to the number of shares of 2aid common stock issued as aforesaid to and then
remaining in the hands of subscribers who shall have so continued in such employ
for the whole of said five years. The company will then by its own final determination
award to each then remaining subecriber whom it shall find deserving thercof a8 many
parts of such accumulated fund as he shall be entitled to on the basis of the number
of eaid shares then held by him under this plan as compared with mid total number.

Eighth. In case a eubscriber dies or becomes permanently disabled while faithfully
serving the company or one of ite subaidiary companies during such five yeare' period
payments will be made to his estate or to him as follows:

(a) If his eubacription is fully paid and he has received and not disposed of hia
certificate, the company will pay, as above stated in section gixth a sum equal to
$3 per ahare for each of the five years not then expired, and aleo & pro rata amount of
the special fund mentioned in section seventh, arising from the said forfeitures which
mpy have accrued at the time of his death or disablement.

() If his subscription has not been paid in full, the company will pay, as stated,
the money theretofore paid in by him on account, together with the dividends paid
on the stock subscribed for, the special compensstion for the eutire five years'
period and a pro rata share of the amount of the special fund mentioned in paragraph

(a) preceding, less intereet at 5 per cent per annum on unpaid amounta.

{c) If at the time of decease or permanent disablement the subecription has been
fully paid but certificate not yet delivered, the company will deliver the certificate
as first stated above, together with the additionsl payments as mentioned in pars-

h (a) preceding.
gr;lljinfh.)imbmﬂbumydesignateinhhmbeaipﬁmthe porson to whom in the
event of his death he desires the company to deliver all amounts or stock in connec-
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tion with his subscription which would otherwise be deliverable to his estate. When
such designation has been made and shall not have been changed, the corapany, upon
satisfactory proof of death under the conditions of the subscription, will deliver to
the person designated, #f then living, all amounts of stock in connection with the
subseription which would otherwise be deliverable to the estate of the subscriber.
When such deaignation has been made the subscriber's estate shall have no claim to
any such amounts or stock unleas the person designated or his substitute or subati-
tutes should die before the subscriber, and in thet event delivery will be made to
the subscriber’s estate, By writton notice delivered to the treasurer of the company
by which he is employed s subscriber may change the person designated.

Tenth. Bubscribing officers and employees whose amployment has been or may bs
suspended by reason of the temporary closing of the company's plants and who shall
continue ready and willing when required to resume their service will not be deprived
of the special cash payment of $3 per share per year during such suspension. During
such suspension monthly payments will not be required, though if so deeired by the
officer or employee they may then be made.

In case of the death during such suspension of any such officer or employee his
wslate or his designee ss above will be eatitled to the sime benefits accruing to his
subacription a8 if he had died while under employment,

Failure to present the original certificate, a8 provided, or the withdrawal of & partly
paid aubacription or the failure to resume empioyment when requested will constitute
and will be deemed conclusive evidenca of the termination of his employment by
such officer or employes and a relinquishment of all benefits referred to above.

Eleventh. All subacriptions shall be upon the express understanding and con-
dition that the decizion of the executive committee of the Co., as said
committos shall from time to time be constituted, shall at all times be final with
reapact to the construction and meaning hereof and to the rights or interests of the
subscribore or any question relating to or arising out of the same, and that the vote of »
majority of the committee shall be a8 conclusive s the unanimous vote of mid
committee,

Twelfth. Subscriptions will be received until May 10, 1914, inclusmve, and allot-
ment will be made afow dayslater, The first deductions will be made from May salary
Or Wages.

The executive committee of the Co. announces that:

First. Thero hasbean sot aside & cartain sum as a profit-sharing fund for the calendsr
year anding on March 31, 1914, for distribution a8 soon after May 15, 1914, as shall be
practicable, among varioua officers and employees of said company and its subsidiary
companies to be selected by mid committes. In so far s any employes receiving &
salary less than $5,000 par annum is selected to share in said fund, his share will be
paid to him sasoon m posiblein cesh. When the salary of the officer or employee thua
selectod shall be at the rate of $5,000 per annum or more, about 80 per cent of his share
of said fund will be =0 paid in cash and the remainder, under conditions hereinafter
stated, in nonawignable, conditionsl certificates of interest in the common stock
of the Co. on the basis of $50 per share. If 40 per cent of any such
allotment is insufficient to a0 purchass one share of sid stock, then mid 40 per cent
shall be paid in cesh, and if such 48 per cent shall purchase ane share or & multiple
thareof, the any axcess over such purchase prive shall be paid in cesh.

The certiticates of interesst above relered o chall provide, among other things, e
Rllows:

(a) That if such participant shall remain continucusly in the service of the com-
pany or of ane or snother of its subsidiary companies until April 1, 1919, and shodi
during all of such time have rendered faithiul and satisfactory service o sach compeny
or to obwe of another of its subsidiary companies, the stock called for by his con-
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ditional certificate will be delivered to him as his property upon surrender of his said
conditional certificate.

{b) That he will receive such dividends as are declared on the stock while it is so
held for his account,

(¢) Thatif he shall voluntarily quit the service of the company or of asubsidiary com-
pany (except that such voluntary retirement be made under any genera! pension
scheme which may hereafter he adopted), or shall be discharged or removed for cause
by his employer before April 1, 1919, he shall forfeit all right to the stock and to the
conditional certificate; and in that case such stock will be held in a fund which at the
‘end of the five years above named will be divided pro rata according to their respective
interests among such officers and employees aa shall then be entitled to the delivery
of the stock called for by the certificates of interest held by them.

(d) That if before April 1, 1919, he dies, or bacomes totally and permanently dis.
abled while in the employ of the company or of one or more of its subsidiary com-
panies, the stock will be delivered to his estate (or to him if disabled), together with
such pro rats amount of additions, if any, as have accrued up to the time of his death
or disablement. If s beneficiary has been named in his subscription agreement,
series 1914, referred to below, and such designation has not been changed, delivery
will be made to the person so designated, if then living, and the participant’s estate
shall have no claim to such stock or sdditions.

Second. All questions relating to the meaning or construction hereof or to the righta
or interests of any officer or eniployee in, or growing out of, the stock or fund above
mentioned or referred to shall be determined by the executive committee of the
Co., and by it alone; and ita decision shall be final and conclusive as to all
patties; and the fund above zeferred to is to be creatod on that condition; and the
action of & majority of said executive committee shall be as binding and conclusive
in every case as the unanimous action of the entire committee would be.

Third. It is understood that the sbove-mentioned profit-sharing fund will be
distributed and plan administered with special reference to those whose subscription
agreement, series 1914, shali have been approved and accepted by the company.

Plan Neo. 4.

In December, 1902, a certain corporation announced to its officers
and employees that out of its earnings during the year 1902 about
$2,000,000 would be set aside for the purchase of at least 25,000
shares of the preferred stock, for the purpose of offering it to all
employees of the corporation and its subsidiary companies st the
price of $82.50 per share, the market price at that time being $86.25
to $89.75. This offer (series 1) was to be as of 1903.

For the purpose of administering the plan the employees then in
the service of the corporation were divided into six classes, graded
according to salary received, each class having been given an op-
portunity to subscribe for a specified number of shares, based upon
their annual salary or wages. Thus, employees in class A, receiving
an annusl salary of $20,000 or more, were allowed to subscribe for
an amount not to exceed 5 per cent of their annual salary; employees
in class B, with a salary of from $10,000 to $20,000 & year, could
subscribe for an amount equal to 8 per cent of their salary; class C,
with annual salaries ranging from $5,000 to $10.000, could sub-
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seribe for an amount of stock equal to 10 per cent of their salary;
class D, with salaries from $2,500 to $5,000 a year, to 12 per cent;
class E, with salaries from $800 to $2,500 a year, to 15 per cent;
and finally, class F, including all employees earning $800 & year or
loss, were allowed to subscribe for an amount equal to 20 per cent of
their yearly earnings.

The latest serice—December 24, 1915—offers for subscription to -
employees the common stock of the corporation at $85 per share.
The maximum number of shares that an employee may subscribe for
under this series is determined in accordance with his yearly salary
or earnings, and varies from 1 share (in the case of employees earn-
ing $637.50 or less per year) to 19 shares (in the case of those earn-
ing from $19,858.25 to $31,450 per year).

Payments are to be made in monthly installments, to be deducted
from the salary or wages, in such amounts as the subscriber may.
desire, with a fixed minimum amount of $2 per share per month,
but not to exceed 25 per cent of any one month’s salary or wages.
The stock must be paid for within three years. Dividends on the stock
aro credited to the account of the subseriber from the date on which
he commences to make payments, and 5 per cent interest is charged
on unpaid balanoces,

An employee forfeits all interest in the stock if he leaves the com-
pany’s service or is three months in arrears with his payments, in
which cases his payments are returned with § per cent interest, less
dividends or special allowances referred to below.

When the stock is fully paid for, it is issued in the name of the
subscriber. He may sell his certificates whenever he chooses, but as
an inducement to retain it while he remains in the service the cor-
poration offers a yearly cash bonus of $5 per share for five years,
beginning with January, 1916, on the condition that the subecriber
is to produce his stock certificate together with a statement from a
proper official of the company to the effect that he has been con-
tinuously in the corporation’s service during the preceding year,
“and has shown a proper interest in its welfare and progress.”

Subscribers who have not fully paid their subscriptions, but who
otherwise fulfill “all the conditions of continuous and faithful serv-
ive,” are also given thia bonus.

- A holder of a stock certificate mmumng five years continuously in
the corporation's service may be awarded, M found “d
thereof,” a further pro rata bonus from a fund to be derived from the
forfeited bonuses of employees (a) canceling subscriptions; (b) trans-.
ferring certificates, whether intentionally or otherwise; (¢) leaving
the service or failing to resume employment whea requested.
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The following is & copy of the full text of the offer of 1915

To the officers and employees of the Corporation and of its subsidary companies:

The corporation again ofiers the opportunity to subscribe for shares of its common
stock, not exceeding an aggregnte total of 35,000 shares, under the following terms
and conditions: .

First. All subscriptions shall be mude upon the express condition and agreement
that all questions concerning the said subscriptions, and the allotments and interests
thereunder, shall be decided by the finance commitiee in ite discretion, and such
decision shall be final and conclusive upon all parties.

Seeond. Subscriptions shali be for one or more shares of common stock at the sub-
scription price of $85 per share.

Third. The following table shows the maximum number of shares which may be
snbscribed for by employees whose salaries or wages are within the respective limits
stated, but employees at their option may subscribe for less than such maximum
number of shares:

BUBBCRIFTIONS TO COMMON BTOCK.

Ammnvee  JMymebys | Rmgenove  mmenes
$637.50 or less................ 1share. | $8,925.01 t0 $9,775.00......... 11 shares.
$637.51 to $1,416.66. . ........ 2 chares, | $9,775.01 to $13,281.25......... 12 ghares,
$1,416.67 t0 $1,893.33..._..... 3 shares. | $13,281.26 to $14,343.75...... ... 13 shares.
$1,983.34 to $3,187.50... ... 4 gharea. | $14,343.76 to $15,406.25....... 14 shares.
$3,187.51 to $3,805.83......... 5 shares. | $15,408.26 to $16,468.75.... ... 15 shares.
$3,895.84 t0 $4,604.16........ 6 shares. | $16,468.76 to $17,631.25. ... .. 16 shares,
$4,604.17 10 $6,375.00.... ...... 7 shares. | $17,531.26 to $18,593.75........ 17 shares,
$6,375.01 t0 $7,225.00.......... 8 shares. | $18,693.76 to $19,656.%5... .... 18 shares.
$7,225.01 to $8,075.00. .. ...... 9 shares. | $19,656.26 to $31,450.00.... ... 19 sharen,
$8,075.01 to $8,925.00.......... 10 shares

PAYMENTS FPOR BTOCK,

Fourth. Payment of subscriptions shall be in monthly installments, to be deducted
from the ealary or wages of the subscriber. The first deduction will be made from
February salary or wages. No installment shall be less than $2 per ahare and shall
not exceed one-quarter of any one month’s salary or wages. Installments exceeding
the minimum must be in even dollars. Payment for the stock must be completed
within three yeare. Interest at 5 per cent per annum will be charged on deferred

paymenta.
DIVIDENDA.

Fifth. Until payment of the subscription has been completed, any dividends paid
on the stock subscribed for will be credited to the account of the subscriber as part of
his payment. After the stock is issued to the aubscriber, future dividends will go
direct to him,

CANCELLATIONS—REFUND OF INGTALLMENTS.

Bixth. Subscriptions will be calceled for the following reasons:

(1) By request of subscriber.

(2) By (a) voluntarily leaving the service, or (b) being discharged for eause, or (c)
feiling to resume employment when requested. (See sec. 11.)

(3) By discontinuing payments without the consent of the corporation for three
consecutive months.

The cancellation of a subscription forfeits all interest and benefits which the sub-
scriber would have received if he had continued such subecription. There will then
be returned te him the full amount of payments made on the subscription so el.noeled



PROFIT SHARING IN THE UNITED STATES. 15%.

with interest at § per cent per DU, no credit being given him for dividenda or for
the special allowance referred to in the third paragraph of section 7, snd no intereat
being charged on deferred payments, A subscription may not be mncaied in part.

APECIAL BENEFITSH.

Beventh. When the atock is fully paid for, it will be issued in the name of the
subscriber, He may sell his certificate, but as an inducement for him to keep it
while he remains in the service the following offer is made, viz

1t he wili keop the stock and in January of each year, for five years, commencing
with January, 1917, will exhibit the certificate to the treasurer of his company,
togather with a statement from a proper official that he has been cantinuously in the
employ of the corporation or of one or another of its subsidiary companies during the
preceding year, and has shown & proper interest in its welfare and progress, he will
for each of such five years receive a cash payment at the rate of 5 a share for each
share of common stock. . )

Bubscribers who may not have fully paid their subscriptions by January in any year
will, if their subacriptions are still in force, and they have otherwise fulfilled all the
conditions of continuous and fithiul service as provided, be credited in their subscrip-
tion mccounts with the foregoing special allowance of $5 per share on their subacrip-
tions for common etock. .

ADDITIONAL COMPRNSATION,

Eighth. If a subacriber keepa his certificate and remains eonn‘nuoualy in the saervice
for five years, the corporation intends that he shall then receive a stitl further compen-
sation, which can not now be nscertained or stated, but which will be denved from
the following sources, vix:

The apecial allowances referred to in section 7, which, after a subscription ia fully-
puid, are forfeited by (a) transfer of certificate from nume of a subscriber, whether
intentionally or otherwise; (b) voluntarily leaving the service, or baing discharged
for cause, or filing to resume employment when requested (see sec. 11), will be paid
by the corporation into a apecial fund at the and of each year. _This fund will be
credited with interest at 5 per cent per annum and at the end of the five years’ period
the total amount thua accumulated will be divided into as many party as ahall be equal
to the number of ahares of common stock subacribed for hareunder and then remaining
in the bands of subscribers who shall have continued in such amploy for the whole
five years. The corporstion will then by ita own final determination in ita discre-
tion award to each subacriber whom it shall find deserving thereof as many parta of
such accumulated fund as be shall bomhﬂedhmbuadthsnumhuduhmﬂnn
held by him under thia plan.

DEATH OR PERMANENY DISARILITY,

Ninth. It a subacriber diss or is permanently disshled while rendering faithful
ssrvice during such five years' period, paymenta will be made to his estate or to him
as followa:

(«) If hia subscription is fully paid and he has received and not disposed of his cer
tificate of stock, the corporation will pay s sum aqual to $5 por share for sach of the five
years not then sxpired, and also & pro rata amount of the special fund arising from for-
feitures, referred to in section 8 preceding, which may have accrued st the time of hip
death or disability.

(b If his subacription has not besn paid in full, the corporstion will pay the money
theretofore paid in by him on account, together with the dividends paid on the steck
subscribed for, the epecial allowance for the entire five years’ period, and a pro rata
share of the amount of the special fund mentioned, lees interest at § per cent par
ahbum on deferred instaliments,
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{c) It at time of decease or permanent disablement the subscription has been fully
paid but certificate not yet delivered, the corporation will turn over the certificate,
as firat stated above, together with the additional paymenta mentioned in paragraph

(a) preceding.
PENSIONED EMPLOYEES.

A pensioner will not be permitted to subscribe, but any subscriber who is subse-
quently pensioned may continue payments on his subscription, and when fully paid
he will receive the certificate for the stock subecribed for and the payments referred
to in paragraph (a) of section 9: Provided, however, That a8 soon as he shall have fully
paid his subseription and received his certificate of stock, he will be treated as
though permanently disabled, and payments will be made to him in accordance with
provisions of paragraph («), section 9.

BENEFICIARY.

Tenth. A subscriber may name in his subscription as beneficiary the person to
whom in the event of his deathi he desires the corporation to pay all amounts in con-
nection with his subscription which ‘would otherwise be payable to his estate. The
corporation, upon satisfactory proof of death under the conditions of the subscription,
will pay to such beneficiary all amounts in connection with the subscription which
would otherwise be payable to the estate of the subseriber. When such beneficiary
has been named, the subscriber’s estate shall have no claim to any such amounts,
unless the beneficiary should die before the subscriber, and in that event payment
will be made to the subscriber’s estate. By written notice delivered to the treasurer
of the company by which he is employed, a subscriber may substitute another
beneficiary. .

BUBPENSION OF EMPLOYMENT.

Eleventh, Subscribers whose employment has been suspended by reseon of the
temporary closing of & plant, and who shall continue ready and willing when required
to reeume their service, will not be deprived of the special allowance of $5 per share
per year during such suspension, although they may have accepted employment
during such suspension. As presumptive evidence of willingness to resume employ-
ment, the corporation will accept (1) from the holders of fully paid subscriptions the
exhibition of the original certificate in January of each year, and (2) from the holders
of partly paid subscriptions the retention by them of their subscription during the
preceding year. '

The above period of enspension will not be counted as part of the three years limited
for the full payment of the subscriptions, and during such suspension monthly pay-
ments will not be required, though if so desired by the employee they may be
continued.

In case of the death during such suspension of any such subscribing and continuing
employee, his estate or his beneficiary will be entitled to the same benefita accruing
to his subscription aa if he had died while under employment.

Failure to present the original certificate as provided, or the withdrawal of a partly
paid subecription, or the failure tosesume employment when requested, will consti-
tute a relinquichment of all benefita referred to in thia circular,

Twelfth. Bubscriptions will be received until January 29, 1916, and allotment made
as soon thereafter as poesible.

The following table shows the number employed and eligible to
subscribe for stock, the proportion that took advantage of the oppor-
tunity offered, and the number of shares subscribed for, by years,
gince tho inception of the plan in 1903:
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’.I;ASLI 66,—~NUMBER EMPLOYED AND ELIGIBLE, PROPORTION SUBSCRIBING, AND
BHARES SURSCRIBED FOR, BY YEARS, 1008 TO 1910,

Subscribors. Shares }:):ll_ncﬂbad
Average
Yeul m“?be:d Per cent
oA, mplo r cen
ll:mf of all em- Avera
eligible, { Number.| ployed | Number.| por su
and acriber.

. eligible,
100..... 26,38 1.7 47,5561 1.3
DM, eevnsnaaenensonnernnruraneranssnsnsanmnatisasinn, 9,012 5.9 31,844 3.2
1808, 8, 5.8 , 180 21
1000, 12,192 8.8] 24,001 2.0
1907, 14, 163 70| 27,150 L9
1008, , 502 1.7 , 450 1.2
1900, 19,123 1.8 38,347 LT
1010 17, 80| 324,580 14
J0L e nneennssansensnataneeesestannsraransnassastanns 26,818 12.0] 48,411 L
1211 I , BS8 3, 188 53, 602 L?
1913. 221,008 | 35,460 164 60,344 L7
LHH 1'9’3 ‘35 (1’“' s m‘)am O] -
Bl eI eaze | 20w o 45,141 .0

1 No stock was offered i 1915,

During the entire existence of the plan, the relative proportion of
the total employed and eligible that subscribed for stock varied from
5.8 per cent in 1905, to 20.5 per cent in 1914, the average proportion
subscribing having been slightly below 12 per cent. The average
number of shares per subscription varied from 1.4 in 1910, to 3.2 in
1904, the higheat since the plan was put into operation,

The table following shows for each year the class of stock offered,
the subscription price, and the range of market quotations for this
cluas of stock.

Tanry 67,—KIND OF STOCK OFFERED TO EMPLOYRES, BUBSCRIPTION PRICE, AND
RANGE OF MARKET QUOTATIONS, BY YEARS, 1903 TO 1918,

Sab- Range of market
seripticn quotations,
Year, Cluas of stock. prios
par
share. | Loweat. | Highet,
$°0.50 | S s TR
A00| 5445 o0 000
53, 50 2. 125 08, 750
lxao] Migoof 13130
Heo| Mo} MC.750
Lo ] &2, 30 L%
naoeo| 13380 ) 115000
5000} BL12% [N
o] 121350 % o]
4. 00 | 1b& 350 Lo o
700 TLES 8. 000
O Q0§ 1Mo 125 | BiL 508
43 00 [ N ] w55
e 00 MSN| LGS
LY » % [ N
NS %) o R0] M2ISe
D15t 5.0 S N0 -39
Dl......... Arransriarans sistratiameanaaes aremananans On-...-........l sae i NS, 1R

1 No stock slfered in WIS, % During Jasoary and Febroary, B,
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Annuslly from 1903 to 1908, inclusive, and in 1910, preferred
stock only was offered to employees. During the years 1909 and
1911 to 1914, inclusive, common as well as preferred stock was
offered. No offer was made for 1915. For 1916 an offer of common
stock at $85 per share was announced.

On September 30, 1903, in view of the decline then occurring in
the market value of the preferred stock of the corporation which fact
might have excited apprehension of possible loss to the employees
who subscribed for it under the offer of that year, the finance
committee of the corporation issued to subscribing employees a cir-
cular Jetter to the effect that ‘‘the corporation will at any time dur-
ing January and February, 1908, pay to every subscribing officer or
employee who shall have retained his stock for the full peried of five
years * * ¥ $82.50 per share for the stock, less the rebates and
benefite he shall have been entitled to under the circular of 1903
(not including benefits received on account of the difference between
interest and dividend, which he will in any event retain) provided
he wishes to sell the stock for that price at that time.”

The table following shows, by classified salary groups, the num-
ber of employees subscribing for stock during each year from 1903
to 1912,

TABLE 65, NUMBER CF EMPLOYEES SUBSCRIBING POR S8TOCK, CLABSIFIED ACCORD-
ING TO ANNUAL SBALARY, BY YEARS, 1003 TO 1918,

‘Number of subscribers whose salaries were—
v oo | $10000 thocatb-
Year. $H00 500 35, 0 sa|
oar Under | and and and and | 20000 | es.
$500 under unde under under |and over.

2,500 85,000 | $10,000 | $20,000
13,845 42 1 45 15 28, 09
5,004 514 135 3 12 9,912
4,207 132 28 13 8, 04
8,277 841 158 3t 17 12,192
7,915 731 102 az 171 14,183
14,302 003 203 38 20 24,562
1L, 1% 75 96 35 20 19,23
10, 344 844 201 a 19 17, 363
15, 841 25 222 a7 19 26,313
20, 006 1,215 234 M 18 8,948
21,49 11,681 ?) {'; 35,400
20w 1LMif (9 U s &, 498
.................................................... P T 1
18,153 | 1,55 D b)) ™ 4,000

e e S e
The following table showa the per cent of the subscribers who
recoived each classified amount of.  annual salary during each of the

years from 1903 to 1916.
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TapLx 689,—PER CENT OF TOTAL SUBSCRIBERS FOR 8TOCK RECEIVING EACH CLASSI-
FIED AMOUNT OF ANNUAL BALARY, BY YEARS, 1003 TO 1012

Per cant of total subscribers whose salarjes ware—

Yoar, SROO 2,500 35,000 | $10,000
Under and and and and 'i’ﬁ?" Total
S80D ander under nnder ander aver otal.
500 35,000 | $10,000 | $20,000 .
52.4 3.8 o7 0.3 o, 1 100,0
S1.4 5.2 L4 .3 .10 100.0
50.6 5. B 16 .3 100.0
51.8 6.3 13 .3 10 100.0
55.9 5.2 1.4 .2 10 100.9
5.4 37 .8 .1 o 100.0
5.3 4.1 1.0 .2 ) 100, &
59,0 4.9 1.2 .2 10 100 8
60,3 LR} .8 .1 07 100.0
gil 21 of o' o%| ik
61.8 143 (4] 8 8} 160.0
[} 14.3 ™ ()] M 100.0

3 Thcltdod i out, Poup, 55,500 & wsder 85,00,
_ ¥Noatook offared. e
The table following shows for each year since 1903 the number of
shares of stock allotted to employees in each spacified salary group.

Tastx70,.—NUMHBER OF SXTARES OF STOCK ALLO'TTED TO EMPLOYEES IN EACH CLABSIE-
FIED SALARY GROUP, BY YEARS, 1068 TO 1via

Number of shares sliotied to sebhecribers whose annusl palaries wors-—
Yeur. Cleass ofntock. 00 $2,M0 $5,000 | 310,000 0,000
Under and and and and - 4 Total.
00 under | undee | under | under ';l
$,500 | 85,000 | s10,00 | sw0m | V-
1 T LML M 4,688 1,552 o6 1% 7,59
W04, ....... §, 701 13,70 4,045 1,983 735 472 0,644
|3 4.513 9, 2,23 890 IE ] 57 18, 190
e .. ... 5,810 1. 641 2, "84 1170 352 4 3,001
| 11 1 ~ R, 4,058 16,081 3,00 1,313 »S I 7. L8
WS, ...... 9,39 17, 33 138 7= =l 0 0,49
1908 4 11,16t 1 3 474 |5 1M 7, 9
““““ 3304 R 3, He 1,256 L8 h ) 15,33
e ... ¥ 1,12 .75 i, 198 m 1 31, 540
. 5T 12,013 1,085 6 [T 0 9. 38
50 ¢ 13, M4 3.536 1,798 450 416 », K1
s T 1M 3,867 |  L4a3 m | »os
"""" 10,0%% 17,430 314 L 18 113 0,819
11" S, 13.081] M| o.M ® m (U] »,5:
[ 11 T SO 3461 330 213N m (o] &) =, a0n
LU IR E RN A, O TSR RO (ARSI (P . -
me....... [ 8-t | n,.es [ & | ® ¢ m m 44,7

t Tnclading shares of alt recelving 53,500 and ovwe,

tinchnded ln siary groap 3,500 and ander $5,000,
INﬁMoﬂ:d-y ¢ b

The next table shows what proportion of the total shares of stock
allottod to employess was subscribed for by those in each salary
group.
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TaBLe 71.—PER CENT OF TOTAL EHAREB OF 8TOCK ALLOTTED TO EMPLOYEES IN
EACH CLASSBIFIED BALARY GROUP, BY YEARS, 1903 TO 916,

Per cent of total shares aliotted to subseribers whose snnual
salaries ware—
Year. Class of steck. Tolal.
: $2 $5,000 (| $10,000
Under (30000 | Snd | Sl | Y | soo
$500 $2,500 under undaer | under over
85,000 | $10,000 | $20,000 .

27.0 50.3 9.9 2.6 0.8 [ X ] 100.0
27.5 140.8 12.8 8.3 . .3 1.8 100.0
.8 MO} 123 4.9 2.0 1.4 100.0
234 66. 8 12.0 19 L5 1.4 100. &
2.3 59,1 111 48 13 1.2 100. 0
,30.8 67.1 7.5 30 .8 .7 100.0
'29.3 2.1 4.4 2.6 D 7 100, 0
10.7 47.9 2.4 8.2 2.3 2.4 100.0
.0 57.5 11.0 4.9 1.3 1.2 100.0
2.9 a1 5.5 1.8 b .3 100.0
17.2 80,5 13.2 6.2 1.8 1.4 100, &
2.3 57.9 11.9 1.7 1.1l 1.1 100. 0
32.9 57.0 70 22 "] A 100. &
2.0 6Ld| 11m6] ® ® ® 100.0
24| 55| 12| o ® ®) 100.0
..... N AT ¥ AP LR e e e

1 Including shares of all recelving $2,500 and over,
1 Included in salary group $2,500 and under §5,000.
# No stock offered.

The extent to which the lower-paid employees, presumably those
engaged in the processes of manufacturing, have benefited by this
plan may be inferred from the figures shown in Tables 70 and 71.
Since the inception of the plan, in 1903, the relative proportions of
the total numbers of shares allotted annuslly to employees earning
less than $300 per year varied from about one-third (32.9 per cent)
of the preferred-stock allotment of 1912 to less than one-fifth (16.7
per cent) of the common-stock allotment of 1909.

The tables show that the bulk of the allotted stock went to em-
ployees with an earning capacity of $800 and under $2,500 per year,
this group, embracing presumably the better grades of the manu-
facturing, clerical, and supervisory forces of the organization, hav-
ing been sallotted annually from one-half to three-fifths of the total
number of shares.

The same tables show that whenever common and preferred stock
was offered, employees earning less than $800 per year preferred the
latter to the former, while the opposite seems to have been true of
the better-paid employees, the latter preferring usually the common
stock of the company.

During the years 1903 to 1916 the proportions that were allotted
to employees earning between $2,500 and $5,000 per year varied
from 22.4 per cent of the common-stock allotment of 1909 to 4.4 per
cent of the preferred-stock allotment of the same year.
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BeENEFITS OF THE PLAN TO SUBSORIBING EMPLOYEES.

The various bonuses paid by this company constituted a consider-
able inducement to subscribe for stock. Thus, a subscriber under
the series of 1903 who remained in the service of the company until
the end of the series—1908—received per share purchased in 1903 at
$82.50 the following bonuses: :

(1) Dividends (5 YEArs Bt $7) - ..veureeuencnnennvrnnensenns $35. 00
(2) Annual bonuses (5 years &t $5).c.ceevieinnninicnaanrnn. 25.00
(3) Pro rata share in special fund at end of series_..... snes 1 62.50

Assuming a charge of $5 per share as interest on the deferred pay-
ments, the net gain to the subscriber of the series of 1903 was $117.50,
an average of 28.5 per cent per year on the original investment
of $82.50.

In 1910 the pro rata amount per share in the special fund of series
of 1905 was $16.80, the aggregate net gain per share (including divi-
dends and bonus) having been $71.80; allowing a charge of $5 per
share as interest on deferred payments, the net gain per share in the
series of 1905 amounted to 16.4 per cent per annum on the original
investment of $87.50. A subscriber of the series of 1907 (termin-
ating in 1912) received 15.2 por cent per annum on his original
investment of $102,

Computed as a percentage of the employees’ earnings during the
period covered by a series—5 years—the total gains in the case, for
instance, of an employee earning $300 per year, amounted to: Series
terminating in 1908, 6.1 per cent; in 1910, 3.8 per cent; in 1912, 3.9
per cent. Percentage gains on the earnings of subscribing em-
ployees approximating closely that of the latter series resulted from
the operation of the plan in the series that terminated in 1913, 1914,
and 1915,

CASH BONUS PLANS BASED UPON LENGTH OF SERVICE.
GENERAL NATURE OF PLANS.

The term *“ profit sharing” has frequently been used to denote plans
involving more or less systematic annual distributions of cash bonuses
in the form of a fixed percentage on earnings, varying with the length
of continuous service of individual employees.. The theory under-
lying the majority of such plans is the recoguition by employers of
the fact that the longer a person remains in the continuous service
of the firm the greater is the value of his services.

L Tids unusaally large armount was tacsed by the tarpe sambar of camoslintions during s, due mestly
to: () Larre number of smployess dismitsed ba 199 em acrount of the businms deprestion In the
Sodustry; (&) reduction ta wages Rade in 2904 Lhat meds it diffoolt lor many sEployess 16 Ontinee pay-
ants. -
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As in most of the plans described in the preceding seetions of this
report, the extra payments made to employees under these plans bear
no direct relation to individual efficiency, and are purely voluntary
on the part of the employer, the latter reserving to himself the right
to discontimue them at will and without notice. The bonuses paid
are in the majority of instances fixed in advance and do not vary
with the profits of the business, employers considering the extra ex-
pense involved in the payment of these bonuses a part of their labor

cost.

In the great majority of the plans under discussion the only pre-
requisite for participation is a minimum length of continuous service,
varying from three months {the lowest), in & very few instances, to
five years (the highest), the average being about one year. Thelonger
the service the larger the bonus percentage paid. In every instance,
the bonuses under these plans are paid in cash and forfeited smounts
revert to the company.

The text of & plan as prepared by a certain company and promul-
gated among its shop employees m the form of a cireular follows.

It embodies all of the features eommon to such plans:

The company recognizes that the longer & person remains in the eontinuous service
of the company, the greater is the value of his serviees to it, and in view of this fact,
and in order that he may bimself benefit by such eontinued service, we have decided
upon a system of extra payments to be made depending upon the length of time which
the employee remaing with us. These extrs payments will date from May 1, 1915,
and will apply. to zll employees on the shoproll in the service of the company on that
date, and to those who may thereafter be so employed, ag followa:

To each employee who shall have remained eontinuously in the company’s sesvice
for a peried of three months, there will at the expiration of auch period be paid au
amount equal to 3 per eent of hia total earnings during the said three months’ period.

To each employee who shall have remsined continuously in the company’s service
for a period of six momths, there will be paid an amount, st the expiration of such
period, that, after deducting the amount slready paid for the three months’ period,
will equal 6 per cent of his total earnings during the six months’ period.

To each employee who shall have remained continuously in the company’s service
for a period of nine months, there will be paid to him sa aorount, st the expimtion of
puch period, that, after deducting the amount already paid for the three and six
monthe’ periods, will equal 9 per cent of his total earnings during the nine months’
Priod. -~ s

To each employee who shall have remained continuousaly in the company’s service
for a period of one yeas, there will be pald to him an amount that, siter deducting
the smount already paid for the three, six, and nine menths’ periods, will equal
Izpwmntofhmtohlmnmlmmngu

These extrs payments will be paid each year during the employee’s continuous
sarviee with the company, until further notiee, on the above basis, exeept that at the
end of the second year of continuous service o the part of the emplsyee, a further
_bonua will be paid in such an amount as to make the total for the year equal to 15

per cent of the employee's earnings during that year,
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Leaving the company’s employ or beilng absent from duty without permission,
or without a good and sufficient resson, will operate to cancel the obligations of the
company herein set forth toward the employee. Absence on account of sickness or
other unavoiddble canses will not operate to deprive the employee of the benefits of
this plan.

We wish fo pmnt out that these percentages are caleniated on the total earnings
of the employee during the periods indieated and are not based upon the hourly rate,

The company reserves the right to modify or terminate this arrapgement upon
due notice being given, but such notice shall not affect any employee who has been
employed prior to such notice until his two years of service shall have expired.

Firms having such plans in operation are very numerous. In
view, however, of the fact that these plans may not properly be
classified as involving the principle of profit sharing—the main
subject of this report—no effort was made to compile a complete list
of such plans in operation in the United States at the present time.

ANALYSIS OF WORKING OF A SELECTED GROUP OF CASH EONUS PLANS.

For the purpose of comparing the results of the operation of these
plans with those of plans involving the application of the prineiple of
profit sharing, namely, extent of application, benefits to employees,
cost to employer, etc., the results of the working of a representa-
tive group of such plans are herewith presented.

Extent of Participation.

The extent to which employees in a selected group of 22 of these
establishments participated is shown in the following table:

TABLE 72,—CLASSIFIED PERCENTAGE OF TOTAL EMFPLOYEESB PARTICIPATING DUR-
ING ONE REPREBENTATIVE YEAR IN 22 ESTABLISHMENTS,

Chmiﬁed f total ﬁ“mﬁﬁf
pm o em- a9

&‘5 lish-

ments.
Sand under 10.........uvvoineas 1
20 and under 40.. .- 2
40 and under 0. 5
60 and under 80, 5
80 atd over...... i
Total. ceeeimiienee 22

In over four-fifths of the establishments in this group the propeor-
tion of the total employees that received cash bonuses at the end of
one representative year was 40 per cent or more. In almost two-
thirds of the esta.bhshments 60 or more per cent of a]l the employees
participated.
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Beneflt Aceruing to Employees.

Below is given a summary table showing the benefits that accrued
to the employees under these plans during one representative year:

¥apLe 73,—NUMBER OF ESTABLISEMENTS GRANTING EACH CLASSIFIED FER CENT
OF WAGES A8 BONUS TO EMPLOYEES DURING ONE REPREBENTATIVE YEAR,

Ciasuified tape of wages N!“mt;)g

percentage of es
granted as bonus, l!sht;
menta.

3 Lodade - F 8 =1 %]

Only one establishment paid a bonus exceeding 20 per cent of the
regular earnings of its employees. In 9 of the establishments the
bonus percentage paid was 10 per cent or more. In over four-fifths
of all the percentage paid on the earnings of the participating em-
Ployees was more than six.

Coet of Plans to Employees.

The cost to the employers of operating these plans in terms of per-
_centage of the total pay roll is shown below:

TaiBLE T4.—COST OF BONUB PLANS TO 22 EMPLCYERS IN PER CENT OF TOTAL PAY
ROLLS FOR ONE YEAR.

Classified per cent of pay rolls, dlz:b’

P

In four instances the cost of the plans to the employer amounted to
10 per cent or more of total pay roll. In over one-half of the estab-
lishments it was less than 6 per cent.
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Oceupations of Participanta.

The number and per cent of emplc;yees that received bonuses dur-
ng the year under discussion are shown below in occupation groups:

[ABLE 18.~NUMBER AND PER CENT OF PARTICIFPATING EMFLOYEES IN EACH OCCU.
PATION GROUP,

FParticipating em-
ployesas.
Qocupation group.

Number. { Percent.

Rxecutive........ 415 3.2
Clorical. . ™ 50
Man uhnturing
and all others ., 11,878 90.9
Total......|] 13,061 100.0

Ovor four-fifths of the beneficiaries under these plans were engaged
in occupations other than executive or clerical; that is, were engaged
in a mochanienl or manual way in the actual processes of manufao-
turing or distribution.

MISCELLANEOUS PLANS.
A SO-CALLED COOPERATIVE WAGE SYSTEM.

In August, 1911, the manngement of a certain company put into
offect & so-called cooperative wage plan as representing its policy in
dotermining the rates of wages of its trainmen—motormen and con-
duciors. Undor this plan approximately 22 per cent of the gross
passenger receipts of the company is set aside in & separate fund for
use in payment of wages, pensions, and deach benefits to the traine
‘men engaged in the passenger service.

Many increases in the rates of wages of motormen and conductors
have been made since the plan was put into operation. The follow-
ing table shows the scale of hourly rates of wages adopted at each
specificd date, attributable to the opecation of the plan.

Tamia T6.—LCHANGES IN SCALE OF WAGES SINCE 011,

Bectn- Rate par hour alter & servios of—
Boale Made affective— erSTate

hourh | 1ywer. { 3ymrs. | Sysars. | dywars | Syearn

Cniy, Cwmis. O, Cemis. Ceniz, Comts.
lmm:I ‘l.il:ln (I seltlecent of 1910 strike)._. g g n gl gl =‘
'.‘I:EI Y n n a - N EY
July ¥, tn2. o o »n ) N =
Jan i) 8 =y n M » » o
May l. my n N k] N b4 n
July 1, 113 o % » ] ] -
Bept. §, 190 n » " » » »

*—Bull. 208~17——11
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A PLAN BASED ON PRICE OF PRODUCT.

A company engaged in the mining of copper has had in operation
pince 1914 a method for the determination of wages for its mining
force which is sometimes improperly termed profit sharing. Under
this plan the wage paid per day depends wholly upon the price per
pound that the extracted copper is sold for, this price being *the
average price for each month” as reported by the Mining and
Engineering Journal.

The plan establishes a minimum wage of $3.50 per day, based
upon a pnce of 13.99 cents or less per pound for copper. With
incresses in the price of copper corresponding increases in the wage
per day are automastically effected. The followmg table shows this
sliding scale of wages and the minimum and maximum per day that

may be reached.!
' TaBLx 77.—SCALE OF WAGES.

of copper perpound | W of copper per pound | Wage
{cents) per day (cents per day
13.09 and ander. ......... 15350 20.0to20.99_..cauaaa... .40
40080 14.99. . ..veeen... 3.85 2.006021.99, ... ....c.c..-. 4.50
15.00 to 15.99. ., 375 220010 22.99. . cuvivnnaans 4.65
16.00 to 16.99. __ .90 23.00 to 23.99.. 4.75
1700 to 17.99. .. 4.00 2400t024.9....cnvuneuss 4.9
180010 18.09. ..ocvnnmaans 415 2600l OVEL . eu e ecennne $5.00
1900101999, ...cvannnuee 4.25
t Minlmnm, * Maximum.

Thus it may be seen that, depending upon the price of copper, the
plan establishes 8 minimum of $3.50 and & maximum of $5 per day.

Under this plan, at the end of 1915, when the price of copper
mounted to 27 cents per pound, the wage per day of the miners was
sutomatically put at $5.

i

~ BONUS PLAN OF SUGAR PLANTATIONS OF HAWALL

A plan providing for a sliding scale of bonuses has been in opera~
tion in many sugar plantations on the Hawaiian Islands since Janu-
ary 1, 1912, In April, 1916, it was decided by the planters of the
territory that in view of the unusual prosperity brought about by
the continuance of the war in Europe and the consequent high
prices of sugar, that the Iaborers should participate more largely in
the prosperity of the industry. The planters therefore adopted a
more liberal bonus system than that of 1912, the essential features
of which are shown below.

1 A method of wage payment strikingly similar to the one of this company is provided for in many of
the collective agrecmants between the amployers and the Amalgamated Associsticn of Iran, Steel, and
Tin Workers.
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SunIiNg ScaLe Boxvus,
(Amondsd as of Apr. 1, 1916.)
FIRST, AMENDMENTS TO BLIDING 8CALE BONUS.

The aliding acale bonus plan adopted by the plantations January 1, 1912, shall be
amended to read and be as hereinafter set forth. .

The current bonus period from November 1, 1815, to October 81, 1916, will be
divided into two parts. The first will include the five months to April 1, 1918, for
which the honus wil} be settled October 81, 1918, according to the schedule heraetofore
. existing. For the remaining seven months from April 1, 1916, to October 81, 1916,
the bonus will be based upon the schedule hereinafter set forth. Thereafter the bonus
period will be for the 12 months to end October 31 in each year until further notice,

BECOND. DETERMINATION AND BASIS OF BONUS.

{A) The bonus shall be based on the average of the daily New York market price
for 96° centrifugal raw sugar, duty paid, for the yesr, as reported to the Hawaiian
Sugar Planters’ Association by w—u—, of New York.

(B} 1f the New York market price for 96° raw sugar averages for the year 3.55 cents
per pound-—$71 per tan—laborers shall receive a bonus at the rate of 1§ per cent of
their wages or earnings as hereinafter set forth, and for every doller per ton increase
over said $71 per ton the bonua will be incressed 1§ per cent, as follows:

Market | Market Muarket | Market
price por | prics par] Bonua, i price per | price per| Bonus.
pound, . pound, ko,

Cnia. | Dollare, | Per o, Centa, | Dullars. | Per cent.
.55 ki) 1.3 4% 3 »no
14 ke ) 10 458 "2 40.5
.08 n 45 4% . [> 4]
70 ™ LY ] 4% 0 [ ¥
.38 78 1.5 5.00 100 40
% ™ 9.0 .08 191 .3
1% ™ 10.5 &0 oz &g
iwm " 1o 518 103 Wi
1S ) i ns [ % ] 04 8.0
400 0 0 5 108 [V %]
408 n LY ] [ % ] 108 5.0
410 . ] e 538 w? L% )
418 o %3 L Lo .2 ]
4«0 o no [ ¥ ] e .Y ]
[ S ) - ns ¥ 110 L ¥ ]
4“3 4 ) "o LR3 m a.3
[} ] 87 %) L% e ®o
440 L] rQ [ ) na 6.3
44 Ll ns a% bt} .0
40 0 wne [ &1 n3: .8
LY ) » 3.8 A® ne wue
4<% . na [ Y..] nr Y}
4.8 u i A% 1% Iz Y |
4% [ e [ 9.3 ne w8
n - ney§ 4w [ e

And =0 on in fike proportion.

THIRD. LABORERA ENTITLED TO BONUS,

(A) Day-wag loborers and short-lerm contractors.—(1} All laborers on & day-wage
basis receiving wages of ¥4 por month and under and all shart-term contractors shall
be entited to a bonus provided they work, in the cass of men, not less than 20 daye

per celondar month, and in the case of women, Bot leee than 15 daye per ealendar
month,
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(2} To these laborers 20 per cent of their monthly earnings shall be paid monthly
on account of the annual bonus due October 31, and if they shall thereafter continue
in the employ of the same plantation untii the end of the bonus period they shall then
be paid the balance of the bonus, if any.

(B) Cultivating contractors.—(1) Cultivating contractors shall be paid & honus on
the basis of wagea at the rate of $24 per month of 26 days in the case of men, and $18
permonth in the case of women, provided they work not less than 20 days in any
calendar month in the case of men and 15 days in any calendar month in the case of
womert.

(2) To these cultivating contractors, 20 per cent of their monthly wage, calculated
on the above basis, shall be paid monthly on account of the annual bonus due October
31, and the balance of the bonus, if any, shall be paid at the end of the bonus pericd.

FOURTH. CONTRACI‘S BASED ON PRICE OF BUGAR.

None of the above provisions in regard to the payment of bonus shall apply to the
contractors whose contracta are gettled according to the price of augar.

FIFTH. SETTLEMENT PERIODS AND PARTICIPATION.

The first settlement under this amended bonus shall be made on the May, 1918,
pay day for the months of April and May,

All Iaborers entitled to a bonus, whoare warhng on & plantation on October 31, shall
be paid the fuil amount of the bonus for each and every month of the bonus penod
during which they have worked on such plantation 20 daye per calendar month in
the case of men and 15 days per calendar month in the case of women, less what they
have received as a monthly advance as hereinabove provided,

Ifthe laborer shall have been excused from work by the manager because of physical
disability, or other good reason, the loss of time caused thereby ahall not be construed
to deprive him of the entire amount of the bonus, but he shall be entitled to & propor-
tion of the same for the number of days work performed.

In addition, the various plantations have adopted a different
schedule of bonus to be applied to skilled laborers (from manager
down), the directors of one of the largest plantations having decided
to pay a bonus of 20 per cent on the earnings of 1916 to this class of
employees. No conditions are attached to this bonus as to the num-
ber of days to be worked, nor is it regulated by the price of sugar.
In other words, no matter what the price of sugar may be during
the year, every skilled employee on this plantation will receive for

1916 & bonus of 20 per cent on his earnings.

ANOTHER S0-CALLED COOPEEATIVE WAGE SYSTEM.

The cooperatwe wage system of & certain company was put in
operation in 1911. It is a plan for equally distributing between
cmployer and employees the savings collectively effected in labor costs,
either through the increased efficicncy of labor itself or the intro-
duction of improved machinery or improved methods of work. The
plan requires the division of the several shops into departments, each
department being made a cooperating unit. Every member of the
organization in each department, from foreman to errand boy,
inclusive, is employed under this plan.
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. With each cooperative department an account is opened which is
known as the departmental cooperativewageaceount. To thisaccount
is charged the actual labor cost in the department for work finished
during the week. To this amount is added the proportionate
indirect labor expense of the department for the same period. The
account is at the same time credited with the *“standard labor value.”
It needs to be stated that every operation on each item of product is
given a standard labor velue, which is carefully determined before the
first order for work on a part isissued to the shops. These_values
include allowances for both direct and indirect labor costs of the
product. Once set, the standard labor values remain unchanged
regardless of the savings subsequently effected because of increased
cfficiency of labor itself, of the introduction of ‘new machinery, or
of any other reason. ‘

The difference between the actual expenditure for labor on the
total product of the department and the corresponding labor value
taken at standard labor rates, when the former is less than the latter,
indicatee & saving due to increased efficiency in the department.
It is this saving which is then divided equally between the company
and its employees.

The employees’ share of the saving is apportioned to them on the
basis of their earnings during the period in which the saving is made.
It is the practice to place a statement before the employees once
each week setting forth the exact facts concerning the saving. The
results of the working of the plan in one of the departments in 1915
is shown below.

Erecting and testing department, 1915,

Standard labor value of product completed during the year, as
per detailed achedules on tile with fureman. ... ............ §47,618
Actual expenditure for wages charged direct to said orders and
proporticnate expenditure for indirect labor charges for the

year; foreman, shop laborers, tool repairs, ete............... S0, 172
Difierence being saving effected on product completed during
he PO, .. iiiiiirinnatntstanataascanarrrananaanannnnns 17, 446
One-half of the saving i8,...vieiiiiieiiciiiinnanccsecancenes 87
‘The actual pay roll of the department for the year ia........... 30,172
‘The bonus percentage for cooperative effort, which bonus is to
be added to each man's wages for the yearis................. 26.9 per cent,
(Participated in by all of the employvea of the depart-
ment—it. )

The introduction of the cooperative wage system into departments
which had been operating on piecework and individual benus
schemes required the rerating of all employees in such departments
on & day-wage basis which guaranteed returns equal to those secured
previous to the introduction of the plan and which also gave a cor-
respondingly just basis for the distribution of savings effected by
the organization as a whaole. Such action showed the workmen that
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the change was made in the spirit of fairness and that the com-
pany, even before the results justified such action, placed confidence
in its individual employees to make a success of the new plan.

Standard labor rates on all product of the shops which had been
made previous to the installation of the cooperative wage system
were figured at actual labor cost as of the date when the cooperative
wage system went into effect. Standard labor rates for all new work
placed in the shops subsequent to the installation of the cooperative
wage system are figured by an experienced mechanic, who in setting
these rates bases them on labor costs such as are to be expected in
the best of competitive shops.

DISCONTINUED PLANS.

A number of inquiries were addressed to employers who were
known as having had profit-sharing plans in operation in the past.
The following were given by 26 of them as the causes for discontinu-
ance of their respective plans: (1) Plan didn’t satisfy employees, 8;
(2) men went out on strike, 5; (3) men preferred increase in pay, 5;
(4) plan did not increase interest or efficiency of employees, 4;
(5) plan benefited undeserving employees, 2; (6) plan did not tend
to increase the stability of the force, 1; (7) general upward trend
of wages and competition, 1. Thus from the reasons given for the
discontinuance of the plans it may be inferred that the above-men-
tioned phenomena were not expected to occur with the principle of
profit sharing in operation and that their occurrence made its fur-
ther application unwise.
Mr. W. W. Nearing, vice president of the Pejepscot Paper Co., of
Brunswick, Me., writes:
-+ Briefly, would say that we tried at our mills a number of years ago
"& system which consisted in arriving at the profits for the year, de-
ducting 6 per cent on the capital employed, and consider the balance
rofits on the business operation, part of which was set aside as a
ﬂbor dividend. The trial was simply preliminary to try to work
someth.inﬁ out of it and was fairly satisfactory as long as the profits
warranted a substantial return to labor; but in off years, when it did
not yield as much, it caused so much dissatisfaction and ill feeling
that we decided to abandon it.
. Mr. Thomas Elder, of the Elder & Johnston Co., merchants of Day-
ton, Ohio, describing the experiences of the company in profit sharing,
concludes:
Up to the present time, nowever, we have not found any plan that
works satisfactorily to both the employees and the emgloyer: In the
first place, in season of prosperity, when the profits and earnings were

large, the employea thought it a fne thing; but in the off years, when
the company’s earnings were reduced by business depressions or some
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other oauses which come to all business concerns, the employee could
not see any advantage, and it always resulted in dissatisfaction.

Another informant, one of the executive officers of the Austin H,
Perry Co., of Haverhill, Mass,, states:

We made two distributions and, as the number participating in the
distribution increased the second year, which necessarily made the
amount received by each individual decrease, we found that there was
& great deal of dissatisfaction; and we felt, for the interest of our busi-
niasa, that it would be better for us to discontinue the profit-sharing
plan.

The profit-sharing plan in operation in the printing establishment
of the Wright & Potter Co., of Boston, Mass., was discontinued on
nocount of its being ‘' entirely unsatisfactory, because it applied only
to certain favored ones—journeymen and printers only-—thereby
causing so much complaint and friction that the company abandoned
all efforts in that direction after trying the same either one or two
yem.”

A profit-sharing plan in operation some years ago in the wholesale
dry-goods establishment of the E. Guthrie Co., of Paducah, Ky., was
abandoned because *'it was fpund that the employees did not appre-
ciate the plan and took very little interest in it."”

The Pencedale Co., manufacturers of woolens, of Peacedale, R. I.,
abandoned ita profit-sharing plan because “it was found that it did
not satisfy the employees.”

The following firms abandoned profit-sharing plans because of the
fact that their employees struck: S. M. Jonea Co., Toledo, Ohio; the
Rogers Peet Co., New York, N. Y.; Parsons Paper Co., Holyoke, Mass.;
Brewster & Co., carriage makers, New York, N, Y.; Driver-Harris
Ware Co., Harris, N, J.

The Columbus Railway & Lighting Co., of Columbus, Ohio; the
Thomas G, FPlant Co., shoe manufacturers, Boston, Mass.; the C. G.
Conn Co., manufacturers of musical instruments, of Elkhart, Ind.; the
New England Granite Works, of Westerly, R. 1., and the Washing-
ton (D, C.) Railway & Electrio Co., abandoned their respective plans
because the employees insisted upon increases in w.

The Thoeo. L. De Vinne Co., printers, of New York, N. Y., abandoned
their plan because same did not prove to be ‘‘ an incentive to increased
efficiency.” For similar reasons the profit-sharing plans of Spratt’s
Patent (Amarica) (Ltd.).Co., of Newark, N, J,, and of the Hoffman
& Billings Co., of Milwaukee, Wis., were abandoned.

The Saugerties Manufacturing Co., of Savgerties, N. Y., and the
John T. Connor Co., importers and wholesale grocers, of Boston, Mass.,
give as the reason for the discontinuance of the system of sharing of
profits with their employees the fuet that ‘it was considered that
many profited who were not entitled to it.”
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the change was made in the spirit of fairness and that the com-
pany, even before the results justified such action, placed confidence
in its individual employees to make & success of the new plan.

Standard labor rates on all product of the shops which had been
made previous to the installation of the cooperative wage system
were figured at actual labor cost as of the date when the cooperative
wage system went into effect. Standard labor rates for all new work
placed in the shops subsequent to the installation of the cooperative
wage system are figured by an experienced mechanic, who in setting
these rates bases them on labor costs such as are to be expected in
the best of competitive shops.

DISCONTINUED PLANS.

A number of inquiries were addressed to employers who were
" known as having had profit-sharing plans in operation in the past,
The following were given by 26 of them as the causes for discontinu-
ance of their respective plans: (1) Plan didn’t satisfy employees, 8;
(2) men went out on strike, 5; (3) men preferred increase in pay, 5;
(4) plan did not increase interest or efficiency of employees, 4;
(5) plan benefited undeserving employees, 2; (6) plan did not tend
to increase the stability of the force, 1; (7) general upward trend
of wages and competition, 1. Thus from the reasons given for the
discontinuance of the plans it may be inferred that the above-men-
tioned phenomena were not expected to occur with the principle of
profit sharing in operation and that their occurrence made its fur-
ther application unwise.
Mr. W. W. Nearing, vice president of the Pejepscot Paper Co., of
Brunswick, Me., writes:
Briefly, would say that we tried at our mills & number of years ago
‘& gystem which consisted in arriving at the profits for the year, de-
ducting 6 per cent on the capital employed, and consider the balance
rofits on the business operation, part of which was set aside as a
rabor dividend. The trial was simply prelimin to try to work
somethinﬁ out of it and was fairly satisfactory as long as the profits
warranted a substantial return to labor; but in off years, when it did
not yield as much, it cansed so much dissatisfaction and ill feeling
that we decided to abandon it.

. Mr, Thomas Elder, of the Elder & Johnston Co., merchants of Day-
ton, Ohio, describing the experiences of the company in profit sharing,
concludes:

Up to the present time, nowever, we have not found any plan that
works satisfactorily to both the employees and the emgloyer: In the
first place, in season of prosperity, when the profits and earnings were
large, the em?loyea thought it & fine thing; but in the off years, when
the company’s earnings were reduced by business depressions or some
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other causes which come to all business concerns, the employee could
not see any advantage, and it always resulted in dissatisfaction.

Another informant, one of the executive officera of the Austin H,
Perry Co., of Haverhill, Mass,, states:

Wa made two distributions and, as the number particiﬁmting in the
distribution increased the second {ear, which necessarily made the
amount received by each individual decrease, we found that there was
a great deal of dissatisfaction; and we felt, for the interest of our busi-
n;aaa, that it would be better for us to discontinue the profit-sharing
plan.

The profit-sharing plan in operation in the printing establishment
of the Wright & Potter Co., of Boston, Mass., was discontinued on
wnocount of its being “‘entirely unsatisfactory, because it applied only
to oertain favored ones-—journeymen and printers only—thereby
causing 80 much complaint and friction that the company abandoned
all efforts in that direction after trying the same either one or two
years,”

A profit-sharing plan in operation some years ago in the wholesale
dry-goods establishment of the E. Guthrie Co., of Paducah, Ky., was
abandoned bocause ‘“it was found that the employees did not appre-
ciate the plan and took very little interest in it.”

The Peacedale Co., manufacturers of woolens, of Peacedals, R. I.,
abandoned its profit-sharing plan becauss *it was found that it did
not satisfy the employees.”

The following firma abandoned profit-sharing plans because of the
fact that their employees struck: S. M, Jones Co., Toledo, Ohio; the
Rogers Peot Co., New York, N. Y.; Parsons Paper Co., Holyoke, Mass.;
Brewster & Co., carriage makers, New York, N. Y.; Driver-Harris
Ware Co., Harris, N. J.

The Columbus Railway & Lighting Co., of Columbus, Ohio; the
Thomas G, Plant Co., shos manufacturers, Boston, Mass.; the C. G.
Conn Co., manufacturers of musioal instruments, of Elkhart, Ind.; the
New England Granite Works, of Westerly, R. 1., and the Washing-
ton (D. C.) Railway & Electrio Co., abandoned their respective plans
bocause the employees insisted upon increases in wages.

The Theo. L. De Vinne Co., printers, of New York, N. Y., abandoned
their plan because same did not prove to be ‘‘an incentive to increased
eflicioncy.” For similar reasons the profit-sharing plans of Spratt’s
Patent (America) (Ltd.) Co., of Newark, N. J., and of the Hoffman
& Billings Co., of Milwaukee, Wis., were abandoned.

The Saugerties Manufacturing Co., of Saugerties, N. Y., and the
John T'. Connor Co., importeras and wholesale grocers, of Baston, Mass.,
give as the reason for the discontinuance of the system of sharing of
profits with their employvees the fact that “it was considered that
many profited who were not entitled to it.”
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Mr. Rodney E. Ross, treasurer of the Hyde Windlass Co., manu-
facturers of steel gears and brass eastings, of Bath, Me., gives as the
reason for the abandonment of their profit-sharing plan * the gen-
eral upward trend of wages during the years immediately preceding
the abolishment of the profit-sharing plan.”

About 25 years ago Mr. A, Reinle, then the sole proprietor of the
Reinle-Salmon Co., manufacturers of showeases and fixtures, of Bal-
timore, Md., introduced a profit-sharing system among a limited
number of his employees, determined by service arnd responsibility.
Under this system approximately 50 per cent of the profits of
the firm was distributed among the participants, As the business
grew and developed, Mr. Reinle realized that his share of the
profits was being absorbed by improvements and extensions of the
business, while the profit-sharing employees received their share
in cash. He became convinced that those who were receiving or
participating in the profits of the business should also assume the
risk incident to the business. Accordingly, a corporation was formed
in 1903, and approximately 60 per cent of the stock was distributed
to the heads of the departments and others, with the understanding
that same was to be paid for out of the dividends aceruing until the
par value had been paid.

Since 1903 no stock distribution of any sort has taken place. On
January 1, 1916, about one-fifth of the total employed (about 100)
were interested in the company as stockholders. Of this number
six (officers of the company) own about 80 per cent of the stock,
the remaining employees who are stockholders holding from one
to five shares each. Mr. Reinle, the founder of the business and
its present general manager, thinks that although the plan enabled
some of the executive employees to make considerable amoupts of
money, the business has suffered on account of lack of harmony;
somehow or other ‘‘an employee stockholder is an employee first and
a stockholder second.” In managing the business Mr. Reinle finds
great difficulty in manipulating the services of his important em-
ployees, all stockholders, because ‘‘most of them refuse to enter into
any esprit de corps and lack business knowledge to grasp the situa-
tion.” .

In 1914 the Miami Copper,Co., of New York City, employing about
1,000 people, announced for the benefit of employees a plan of stock
subscription in line with plan designated as No. 4, on page 148 of
this report. This plan, however, was abandoned within less than
one year, because ‘‘only 40 of a total of 1,000 participated, and the
plan entirely failed to benefit those men whom it was primarily
designed to benefit, namely, the wage eamners, practically all those
subscribing being salaried men.”
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EXTENT TO WHICH OBJECTS SOUGHT BY ESTABLISHMENT
OF PROFIT-SHARING PLANS HAVE BEEN REALIZED.

The principal objects of the establishment of the profit-sharing
plans described in this report were stated by the employers to be as fol-
Jows: (1) Tostimulate the elimination of waste and to foster economy,
(2) to increase efliciency, (3) to stabilize the working force, and (4)
to improve relations between the management and its employees.?

One of the interviewed employers, a leader and advocate of profit
sharing in New England, stated that the object of profit sharing is
“‘to0 furnish additional stimuli for increased efficiency in establish-
ments where piecework or any other efficiency method, for some
reason or another, can not successfully be applied.” Accordingly,
the application of the profit-sharing principle is ‘‘undesirable and
unwise where more direct stimuli, such as bonuses on individual-
efliciency or output, may be applied.” A strikingly similar point of
view,scemingly prevalent among most of the profit-sharing employers,
is presented by the vice president of the Executives’ Club of Detroit
in an article entitled, ‘*Where profit sharing fails and where it suc-
cceds.” ? The author says:

Considered merely as a stimulus to increased production and greater
net gain, l{:u'oﬁt, sharing is of particoular value in plants where (1) indi-
vidual efficiency oan not yet be exactly measured, or where, (2) much
work is done far away from supervision, or where (3) longevity of
service is necessary to preserve the quality of the product or to guard
trade secrets, or where (4) a supplement to the wage system pro-
moting individual efliciency is needed to minimize plant waste, In
other cases, where the motives are merely practical, better results are
obtained by improvements in working conditions, by increases in
wages, and by the payment of these increases upon the basis of
individual efficicncy. '

One cmployer stated that ‘‘the purpose of the employees’ profit-
sharing fund is not alone to enable each employes to share in a pro-
portion of the net profits earned by the firm, but also to be an addi~
tional incentive for each employee to give the maximum of service to
the frm,”

An employer in New England with a profit-sharing plan in opera-~
tion for the benefit of his executive, supervisory, and sales people
gives as the reason for the introduction of his plan the fact that
the plan “‘places the respousibility of maintaining s wise manage-
ment upon the principal workers and offers them a reward commen-
surate with their collective and individual efforts, but makes this
reward fully contingent upon their performing their whole oblization.

VOm page 168 of this report additional 15cht is thrown em the rvasons that prompt emplovers ta the
IniVintion of profit-siwring schwmes by an sxamisation of the cwaws speciind by seese empleywrs aa
having bead responsible for the dizoomtimsiney of plaes known W have bem tn eperation in teelr astad-
Lishveniz, .

AT Systean Magnahes, March, s,
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It -offers to the present capital owners a property whose permanent
value is trebly safeguarded and whose return is practically as certain
as the return on a bond.”

Of all the interviewed employers only three stated that the main
object of their respective plans was to furnish “an equitable dis-
tribution of the profits of the undertaking, as a matter of justice, ir-
respective altogether of hopes for increased efficiency.” The correct-
ness of these reasons is substantiated by the fact that their plans
sre unusually liberal to the employees, two of them distributing
all their profits over and above what is thought to be a moderate
return on their investments, and the third, one-third of all the net
profits. One of the first two gave as the reason for the existence of
his plan the fact that he was the owner of more property than he
needed, that as this property was created in the business, through the
efforts of his employees, he now wanted them to have the benefit of it.

As the immediate eause for the launching of their plans most of
the informants gave the fact that they had learned from fellow em-
ployers and periodicals that such plans worked well and in the
interest of all concerned. :

In order to discover the precise extent to which the hopes of em-
ployers in the establishment of the plans were realized, they wera
asked to state the result as to—

(1) Improvement of relations with their employees;

(2) Increase of permanency of their working force, and

(3) Increase of efficiency.

The following represent a summary of their statements.

IMPROYEMENT OF RELATTIONS BETWEEN EMPLOYERS AND EMPLOYEES.

The consensus of opinion, almost nnanimous, seems to be that the
plans did have a very decided tendency to establish more satis-
factory relations between employer and employee. This seems to be
particularly true of establishments where the profit-sharing plans
have been in operation for a considerable length of time. Under the
influence of the plans, employers report, a sort of esprit de corpe de-
veloped. The plans, they further say, make the employees realize
that their employers are treating them fairly and squarely.

»
INCREASED PERMANENCY OF WORKING FORCE. |,

All of the informants without exception were also of the opinion
that the establishment of the plans had a tendency to reduce the
percentage turnover of their working organization. One of the em-
ployers describes this effect as follows: “It works precisely like an
increase in wages, but is more valuable because the employee, in
order to receive his share, has to wait till the end of the distribution
period, a fact that makes him hesitate before quitting which would
naturally involve the forfeiting of his share in the profits.”” Another
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employer emphatically states that his “valuable help would cer-
tainly have been stolen had the plan not been in operation.” Still
another, whose plan has been in operation since 1899, and pa.ld
profit-sharing dividends ranging from 50 to 100 per cent of earnings,
states that his working force ““is rather permanent now, more so than
in the years gone by; we attribute this fact to the plan.,” The
general manager of another establishment thinks that ‘‘ the company
has positive proof that its skilled help is far more permanent now,
and because of the plan.” ‘“We have noticed a great improvement, -
in the quality and permanency of our force since the plan was put
into operation,"” writes another.

INCREASED EFFICIENCY.

Although substantially agreeing that the plans have greatly im-
proved their relations with the employees and contributed con-
siderably to the stabilization of their working force, employers dis-
agroe greatly as to the results achieved with reference to increasing
the individual or collective efficiency of the participating employees.
In all, only three of them stated definitely that this has been the
result. All of these have paid unusually high profit-sharing divi-
dends to their employees in the past. ‘The plan,’” says one of these
employers, ‘‘developed the individual sense of responsibility, in-
crensed thrift, and increased efficiency.” It should be noted, as
throwing some light on this opinion, that under the plan in opera-
tion in this establishment since 1903 profit-sharing dividends ranging
from 16 to 24 per cent of the annual earnings of the participants
were paid. Another employer under whose plan unusually large
shares of profits were paid—shares ranging from 50 to 100 per cent of
annual earnings—believes that the ‘“‘profit-sharing scheme has made
the employees more efficient. It has removed all friction between
the company and its employees.”

A manufacturing chemist whose plan has been in operation since
1887, paying shares of profits ranging from 5 to 15 per cent of annual
earninygs, is “‘not certain that the plan leads directly to increased
efficiency, although it apparently tends to increase the permanency
of the working force—a factor conducive to increased efficioncy.”
A manufacturer of insulated wires and cables, whose plan appears to
be the least arbat.mry of all examined, and under which participa~
tion dividends ranging from 8 to 20 per cent of wages have been
paid since 1901, expresses his opinion as follows: “The plan has a .
tendency to kaep men awake, but not necessarily hustling: however, -
it does make them more intorested in their work. If there is no
material diference to the employee he would rather do his work well.
Our people are a good deal more permanent now [1913) than they
were. This fact is to be attributed to the profit-sharing plan, as we do
not penalize our employees for leaving.”
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