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76ra CoNGRess } SENATE { Rzpon'r
18t Session '

SURVEY OF EXPERIENCES IN PROFIT SHARING AND
POSSIBILITIES OF INCENTIVE TAXATION

, 1039.—Ordered to be printed

Mr. HerriNg, from [the Subcommittee on Finance, submitted the
following

REPORT
Pursuant to 8. Res. 215 of the 76th Cong.]

AUTHORITY AND OBJECTIVES OF THIS SURVEY

The Senate of the United States, in the third session, Seventy-fifth
‘Congress, adopted Senate Resolution 215, introduced by Senator
Arthur H. Vandenberg, of Michigan, the preamble of which stated:

Whereas the maintenance of the profit system is essential to the preservation
of the competitive capitalistic system under which the United States hus attained
thelliargczt measure of general economic welfare enjoyed by any people in the
world; an

Whereas the exploration of all available means for extending the direct benefits
of the profit system to the largest possible number of citizens is highly desirable
and important.

The resolution authorized and directed a complete study of all
existing prgﬁt»ghamngusystems, between employers and employoes,
now operative in the United States with a special view—

(a) to the preparation of an authentic record of experience which may be con-

stlxlted by erployers who are interested in voluntarily establishing profit-sharing
plans; -
(b)’to the consideration of what advisable contribution, if any, may be made
to the encouragement of profit sharing by the Federal Government, including the
grant of compensatoxav tax exemptions and tax rewards when profit sharing is
voluntarilf; established;

(¢) to the consideration of any other recommendations which may prove desir-
able in pursuit of these objectives.

This committee has concluded the labors assigned to it, and sub-
mits the following committee report together with statistical tables,
industrial charts, and other material prepared by the committee
staff. It takes no responsibility for the staff report which is pre-
sented solely in the nature of testimony, just as the free testimony
of other witnesses 1ipresented.

1



2 PROFIT-SHARING AND INCENTIVE TAXATION

Particular attention is called to the authoritative résumé of the
facts with reﬁard to the history of profit sharing, which was made &

art of the hearings of this committee, and therefore is not repro-

uced in the present text, although valuable and worthy of thought-
ful consideration.

In interpreting the data and a%praising tho value of the factual
material herein presented, it is of first importance to remember that
the statistical tables and industrial charts are to be construed merely
a8 (Froviding & dependable gage as to various and probable results,
and while prepared with great care from reliable sources of informa-
tion, they are often subject to the usual limitations of all statistics.
As used, the data are intended to be illustrative of relative changes
in the factors discussed rather than absolute measures of the values
expressed.

nder authority of Senate Resolution 215, we have undertaken a
limited but thorough investigation of businesses throughout the
United States having industrial relations policies with profit sharing
and other extra compensation and employee benefit plans.

The appropriation for the survey was insufficient to undertake a
canvass of each of the estimated 2,000,000 businesses throughout the
country. While our research has thus been limited, we cannot feel
justified in seeking an additional aipropriution, which, if granted
and expended, could only augment the statistical and other factual
data already available, and confirm, from a wider investigation of
business enterprises, the facts herein presented.

The results are sufficiently tangible, and cover enough businesses
in various types of industry to justify, we believe, drawing certain
definite conclusions with respect to industry generally, and the further
conclusion that the experience of those concerns, which we have
thoroughly investigated serves as a dependable yardstick by which
like businesses having somewhat similar conditions may be measured.

The survey was conducted in a spirit of mutual helE ulness without
the issuance of a single subpena, or recourse to any arbitrary meaus to
secure the necessary information.

No authentic list of profit-sharing concerns being available beyond
the few outstanding companies famous for their satisfactory employee-
relations policies, 1t was necessary to invite the cooperation of local
banks, insurance companies, service clubs, chambers of commerce,
farm and labor organizations, and citizens in various cities and towns
in the preparation and final compilation of such list,

Busy workers and executives alike gave of their time and thought
unremnttinFI{, in their desire to serve the committee and to enable it
to accomplish the objects of the survey. Our grateful acknowledg-
ment and thanks are here expressed to each and everyone of those who
have rendered assistance in the successful conduct of the survey and
the preparation of this report.

The several thousand firms with which we have communicated have
accorded us every possible consideration. The policy of good will
which was shown toward us was found to prevail throughout the
business establishments, and was reflected in the contented efficiency
of the workers with whom we came in contact.

Our efforts have been directed to fact-finding, rather than fault-
finding, and we hawe received from business executives and employees
complete cooperation in precisely that spirit.

-



PROFIT-SHARING AND INCENTIVE TAXATION 3

Pursuant to instructions under the resolution, we have sought to
ascertain the number of concerns throughout the United States operat=
ing a profit sharing or extra compensation and employee-benefit plan
of some kind, and to learn all pertinent facts relating to management,
personnel policies, and employee relations, particularly in relation to
thwublio welfare.

ithout prejudice for or against any specific program or plan of
employee relations, we have collected, colated, and analyzed all im-
portant facts, information and opinion.

Wo submit in the following pages, in as simple and intelligible form
a8 possible, the results of our research. We realize that this informa~
tion is com?lete only msofar as it relates to businesses which we have
investigated, and data which we have accumulated. The conclu-
sions offered are based upon our digest and analysis of that material.
1t should be accepted merely as pointing the way to a better under-
standing of the problems of business, and as presenting a possible
formula by which to meet some of the more pressing (uestions in the
field of employer-employee relations as they affect the general welfare
and the national econom{.

The staff report is the iree report of the staff itself. The committee
commits itself only to its own report herewith. It cordially commends
the observations of the staff to the consideration of American public
opinion. It expresses its ireat appreciation for the faithful, pains-
mking work which the staff has done, and hopes for the widest possible
distribution of the facts, observations, and conclusions which are
herewith presented.

We further express the belief that these documents should stimulate
far-flung interest in the examination and adoption of some one of the
many various plans which, according to testimony produced here-
with, have proved so successful.

This committee recommends no legislation whatever, but in this
factual roport will be found material of more concrete bencfit to em-
floyor and employee than might be contained in volumes of legislation.

f the committee and its staff had done nothing more than provide
this authentic record of American experience with various types of
employer and employee benefit relations, broadly classified as
“profit-sharing,” we are convinced that its labors would have been
more than justified. )

Witnesses represonting both employer and employees were heard
in public hearings in respect to a wide variety of social-minded rela-
tions and in reference to employer and employee benefit systems.

In addition to these hearings, schedules of information have been
obtamned. from industry throughout the entire United States. The
transcript of these hearings and the analysis of both hearings and
schedules of information by the committee’s staff of experts provide
the most complete and authentic information ever made available in
the United States for the study of industry and labor in respect to
this subject. Both the hearings and the analysis are made a part of
this report.

The economic life of America is beset by a series of extremely com-
plex problems, of which a fair and equitable distribution of the fruits
of industry is one. ] i

It would be unreasonable to assume that profit-sharing could either
be standardized or solve all of the problems confronting industry.
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That it is a very real step in the right direction is indicated by the
reports of companies employing a successful plan as contrasted with
the experience of business concerns, having no profit-sharing plans,
which have been afilicted by recurring labor disorders.
¢ - The profit-sharing theory provides a rational method for dividin
the fruite of industry at the source where wealth is created. Encﬁ
participant is rewarded in proportion to his contribution. By that
device numerous persons are invested with economic independence
and come into the possession of that measure of material substance
which, in turn, not only encourages but enables them to expand their
economic interests, thus creating new and added community values
aund providing larger opportunities and incentives for others to
duplicate their performance.
ndividual responsibility is the cornerstone of any sound profit-
sharing system.

Profit-sharing with employees is not profit-sharing unless a fair and
just wage is paid before there is a division of net profits and, technically
speaking, the share should be a percentage or sum fixed in advance.

These results, it should be added, are not automatic. There are
successful profit-sharing systems, and there are also unsuccessful
systems. The employer who explores the subject should carefully
study the detailed exhibits presented by the committee in conjunc-
tion herewith. They point the dangers as well as the advantages.
Profit-sharing will not succeed if undertaken by the employer as
e substitute for the full, going wage in any given enterprise in any
community. If thus undertaken, 1t is a libel on true profit-sharing;
because true profit-sharing is the employee’s stake in the net result of
e mutual undertaking after normal wages have been paid. Profit-
sharing will not succeed if undertaken by the employer as a sudden,
strategic alternative to unionism or to legitimate collective bargaining
as established by law. It must develop by mutual consent. It must
contemplate the full, free disclosure of facts respecting the profit-
oFemtlons of an enterprise. Wherever possible it should develop out
of mutual consideration and mutual action.

It is conceivable that without one single piece of legislation, in-
dustry may reassert its leadership and demonstrate its ability to run
itself through voluntarily placing itself under that measure of self-
discipline which will make restrictive measures on the part of govern-
ment unnccessary. It is well within the power of the industrial
leaders of any community to undertake the establishment of a profit-
sharing plan, coupled with a program of reabsorbing into private
enterprise such workers as are now available as employables, and by
the intelligent coordination of effort turn into a community asset
tomorrow that which stands as a liability today.

The selection of the plan is an important consideration. Good faith
is the essence of any contract. Profit sharing, entered into whole-
heartedly by both sides with a sincere determination on the Imrt of
both employer and employee to do his share, will produce results, the
Ealuf of which can be estimated in tangible figures at the end of every

scal year.

N 037 is profit sharing restricted to companies already making a profit,
as is popularly believed. The experience of various business con-
cerns reveals thay profit sharing has been employed to carry companies
out of the red and into the black by securing that measure of enthusias-
tic cooperation and contented efficiency which is the direct result of a
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belief on the part of the workers that the{nwill not only be treated
fairly by their employers, but that they have a material and pre-
determined interest in the results of the efforts of both workers and
management, )

It would be folly to assert that a profit-sharing plan without proper
management and without absolute gincerity in administration would
produce the favorable results which have been found to exist in such
companies as Proctor & Gamble, Eastman Kodak, Sears Roebuck,
Westinghouse, Joslyn, Nunn-Busix, Jewel Tea, and several hundred
other companies whose profit-sharing plans and experience over &
lor}g period of years we have carefully studied. .

n the committee’s opinion there is no standard profit-sharin
formula which can be uniformly applied to all American industry an
commerce, although there are a few general principles which are
rather constant in all successful profit-sharing systems. ‘

The committee finds that profit sharing, in one form or another,
has been and can be eminently successful, when KroPerly established,
in creating employer-employes relations that make for peace, equity,
efficiency, and contentment. We believe it to be essential to the
ultimate maintenance of the capitalistic system. We have found
veritable industrial islands of “peace, equity, efficiency, and content~
ment,” and likewise prosperity, dotting an otherwise and relativel
turbulent industrial map, all the Way across the continent. This
fact is too significant of profit-sharing’s possibilities to be ignored or
depreciated 1n our national quest for greater stability and greater
democracy in industry.

The profit-sharing 1deal, as an ideal, is invincible. The subjoined
hearings and analysis present indisputable evidence to sustain this
contention. \

We are of the opinion that while profit sharing (and we continue
to use the term in its broadest sense) may not be practical in its
application to all omployer—emf(l)lo eo rolutionships, nevortheless it
is applicable over a far wider fieid than has yet been undertaken,
and that every employer-employee unit will do well to examine its
own opportunities to establish this reality of partnership between
capital and labor. Profit sharing is the essence of true cooperation
which must embrace not only a wage relationship but also a profits
relationship (after labor und capital have both had their fair “wages’’).
It represents social-mindedness, and distinctly comports with the
American system because it is business democracy. It appropriately
acknowledges the full contribution which employees make to an
employer’s success; and thus it adds both to the dignity and the
rewards of those who, without a direct stake in ownership, make
ownership worth while. It carries the spirit of capitalism to mass
citizenship. In many instances it provides old-age security without
the intervention of government. In all instances it invites an inti-
mate, mutual understanding of the common interest which employer
and employee must have in their common enterprise.

In the midst of a tendency generally to condemn private business
as selfish and reactionary and unsympathetic, the committee takes
Kleasure in pointing to the accompanying record as proving that there

as been a vast, voluntary experimentation with various types of
profit sharing which demonstrates the existence of widespread social-
mindedness in American business, and this fact deserves the emphasis
we give to it. It should be added that this report carries no implica~
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tion that profits are not frequenthv “shared’’ through the payment of
high wages for labor which often leave capital with the short “share”
of the partnership. Furthermore, let it always be remembered that
¥roﬁts must be made before they can be shared; that a profit-sharin
ormula is not a panacea to produce something from nothing; an
that this whole ideology is a quest for mutual betterments from
mutual cooperation. e simply present the record and the possi-
bilities; and we let them speak for themselves.

A second duty committed to your committee has heen to ‘“‘consider
what advisable contribution, if any, may be made to the encourage-
ment of profit-sharing by the Federal Government, including the grant
of compensatory tax exem?tions and tax rewards when profit sharing
is voluntarily established.” Broadly speaking, this is the subject of
“incentive taxation.” We do not believe it is practical to apply
“incentive taxation” to the profit-sharing motive—at least, not
until the theory and principle of “incentive taxation’” has been more
deeply explored and perhaps subjected to preliminary experiment.

pinion respecting ‘“‘incentive taxation’ is sharply divided in the
committee and in the country. One school of thought insists that the
taxing power should never be used for either “incentive’’ or “punitive”
purposes, and that one is the complement of the other. The other
school of thought insists that we already have the “punitive’ tax,
and that—conﬁ-onting a condition rather than a theory—we should
also have the “incentive’” tax either as an off-set or a substitute. In
the latter field of action, serious consideration has been given to
“incentive taxation” which, by compensatory tax exemptions and
tax rewards, could, for example, encourage plant expansion and equip-
ment replacements in industry. Other appealing examples are indicated
in some of the discussions in the staff report.

It is interesting to note from tlie transcriptions of the hearings sub-
joined hereto that without exception those witnesses now operating
under profit-sharing systems are opposed to ‘‘incentive taxation’ or
“compensatory tax benefits” either a3 an effort to expand the use of
profit-sharing systems or rewarding those now sharing profits with
employees.

The committee is agreed that some prudent experiments in “incen-
tive taxation” could be usefully undertaken in a spirit of exploration
and experiment. But since there is no agreement upon the appro-
priate nature of these experiments; and since the authority of the
committee in respect to “incentive taxation’” is probably confined
by Senate Resolution 215 to profit sharing upon which we have
aﬁ‘eady reported ; the broader aspects of “incentive taxation’’ are left
to individual members of the committee, in the light of all the ap-
pended information, to develop in connection with amendments
which may be subsequently offered if, as, and when new tax legislation
comes to 1ssue.

The committee renews its expression of appreciation to its staff
and to all of the witnesses who voluntarily cooperated with the com-
mittee in the creation of this record. e believe the record itself
is an epochal achievement which offers the country an invaluable
encyclopedia of information and advice upon employer-employee
relationships and upon the moot question of taxation.

. ‘ Crypk L. HERRING,
A. H. VANDENBERG,
Subcommittee of Senate Finance Commattee.



REPORT OF THE SURVEY

BY THE STAFF TO THE

SUBCOMMITTEE OF THE COMMITTEE ON FINANCE

UNITED STATES SENATE
SEVENTY-FIFTH CONGRESS, THIRD SESSION

PURBUANT TO
S. REs. 215 (756TH CONGRESS)
PROVIDING FOR AN INVESTIGATION OF EXISTING PROFIT-

SHARING SYSTEMS BETWEEN EMPLOYERS AND
EMPLOYEES IN THE UNITED STATES

JUNE 1938 T0 MARCH 1939

DoNALD DESPAIN, Director of Survey







SECTION 1

PRESENTING A STUDY OF POLITICAL AND SOCIAL TRENDS
WITH A REVIEW OF LABOR CONDITIONS IN AMERICA
PRELIMINARY TO A DISCUSSION OF THE PHILOS-
OPHY, HISTORY OF DEVELOPMENT, AND
PRACTICAL EXPERIENCES OF PROFIT
SHARING IN AMERICAN
INDUSTRY

186738—390—3



10 PROFIT-SHARING AND INCENTIVE TAXATION

The purpose of the Survey of Profit Sharing and Extra Compensation
Plans in Industry has been to prepare an authentic record of experi-
ence, and to ascertain whether the brilliant results which have geen
achieved by certain institutions under systems of profit sharing can
be applied in sound and practical form to general industrial operation
within the United States.

The hope actuating this search emerges from a definite fact, i. e.,
that opponents and critics of the capitalistic economy of the “American
plan” center their attack on the “profit system” with the con-
tention that the profits of the system are not diffused or distributed
equitably to all the human elements contributing to the productive

rocess.
P The objective, therefore, was and is more far-reaching and directed
to a higher plane than any previous research or study into the field
of human relationship in industry. Ways and means for insuring the

reservation of the American plan of competitive capitalism are of
grst consideration. It naturally follows that if this is achieved and a
united harmonious front of ownership, management, and labor is
assembled for defense and maintenance of this system, the resulting
benefits will be reflected in a substitution of cooperation for conflict
in industrial operation through the creation of a consciousness of
participation in the capitalistic profit system by the largest possible
number of citizens.”

In pursuing the study of profit sharing there has beer no hope of
finding or presenting an all-encompassing panacea for our industrial
and economic ills, but rather the obviously missing element or tech-
nique in worker compensation which will provide the sorely needed
flexibility in industriai operation as well as the mutualitv o? interest
esgsential to removing tlie existing conflict of interest. We have not
regarded profit sharing as an end, but as a means to an end.

f the data, experiences, comment, and factual material presented
are conducive to penetrating the prejudice and confusion prevailing
on the subject of profit sharing, and thereby develop clearer under-
standing of this potential philosophy, the hope of the committee and
staff that this survey and study will be a herpful contribution to the
industrial and economic stability of the Nation will have been
fulfilled. .

There has been no thought of developing material as a base for
legislative action and this report presents no recommendations what-
goever for legislation with respect to the adoption of profit sharing by
compulsion. The record of factual data, opinions, comment, and
recommendations is presented solely as an aid to those who may
desire to voluntarily adopt the principle of profit sharing.

ACKNOWLEDGMENTS

To whatever degree this survey, of which this report is the final
expression, may contribute to the enlightenment of public opinion and
to the constructive guidance of industry, the greatest measure of
credit must be given to those who have extended their splendid volun-
tary cooperation toward the accomplishment of the objective.

DonaLp DEspalN,
. Director of Survey.



INTRODUCTION
PREVIEW AND OUTLINE OF THE REPORT

This report is the result of cooperative research and objective
studly * * * a search for ways and means of industrial self-
government.

It must be remembered that America is predominantly an industrial
nation, the foremost of the world, and upon the preservation of its
industrial structure the future of the Nation depends. Unless industry
devh?’lgps practical self-rule within industry, it cannot avoid rule from
without.

Judgment of the future being governed largely by an understanding
of the events of the past, there 18 presented in the following chapters,
a review of contemporary social trends and their relation to current
problems; the Jabor situation in America with respect to the evolution
of relationship between employee and employer, followed by a general
analysis of ihe weaknesses of existing employee relations policies in
industry, whose general ineffectiveness are more or less apparent—
from which general approach we enter into a presentation of the
subject of profit sharing, and the experiences of employers throughout
the United States, as specifically directed by the Senate resolution.

Many social scientists like to believe, or have led themselves into
believing, that economics, sociology, psychology, and labor problems
have ﬁnal!iy been reduced to scientific formulas. Experience of the
past decade would seem to have amply demonstrated how utterly
untenable is this idea. While it is true that all sciences, as we know
them today, were at one time philosophies, that does not provide
any basis for concluding that because economics and sociology started
as philosophies, that they are now full-fledged sciences.

he reader is urged to keep in mind that in a study in the field of
social sciences, which this actually is, it is extremely difficult to prove
or disprove any factor by the use of figures and that reliance must
be placed upon practical experience, logic, human reactions, indi-
vidual opinions, Insight into group sentiment, and a study of case
histories in the field in order to form conclusions.

In attempting to use statistics as an index to employer sentiment,
we find the opinion of employers often confused and misdirected.
There are those who conceive profit sharing as, first, impossible of
application because of lack of profits, as a stimulant to higher wages,
as being & forerunner of worker ownership, as leading to_control of
management, and various other misconceptions. Profit sharing has
been the victim of such mishandling and improper application that
employee sentiment is dependent upon where and how the principl~
has been used and applied within their immediate knowledge and
contact with it. Union labor has consistently held to certain erro-
neous impressions, namely, that profit sharing will reduce wages, that

11



12 PROFIT-SHARING AND INCENTIVE TAXATION

it will prevent collective bargaining, that it destroys the independence
of the worker, and so forth.

In view of these extremely varied conceptions, confused thought,
and prejudices, the value of statistics is limited. We have sought,
therefore, to avoid the overloading of this report with a vast array
of statistical data. In a changing world, wherein mass sentiment has
changed with startling rapidity and where the traditions of yesterday
have been supplanted with the theories of today, we do not feel that
conclusions regarding human wants, impulses, and attitudes can be
arrived at or formed on the basis of statistics alone. On the contrary,
we have directed our attention and search toward exFeriences in deal-
ing with human problems and have attempted to apply logical analysis
rather than statistical analysis.

We do not propose to confuse the issue with diversions into byroads
of complementary economic subjects * * * which while related,
* * * Jead too far away from the channel of thought which it is
advisable to follow.

In order to weigh and judge the value and effectiveness of profit -
sharing wemust likewise analyze and study all other formsof employee-
relations policies as to their effectiveness, in comparison with profit
sharing, in solving the labor problem within industry.

If institutions having profit-sharing plans have achieved superior
results in the relations with labor and have increased labor’s efficienc
and cooperative spirit such experience is germane to this study. If
such a superioritg exists, what Earticular type of plan is most suc-
cessful? * * What are the characteristics of its structure?
* * * Why has it achieved these results?

QUEST FOR THE MISSING ELEMENT

The study in brief is a quest for the facts with regard to profit sharin
and the hopes held by many that profit sharing may provide the “heal-
ing element,” the ‘“‘satisfying factor,”” to create the missing element so
often absent in industrial relations—made obvious by the multitude
of failures in varied employee-relations policies as exemplified by wide-
spread unrest and recurring turmoil.

We are not approaching this subject with the impression that
profits exist everywhere, and, therefore, should be shared. We are
renlistic enough to recognize that wealth must be created before
plrloﬁt(s; are available and that profits must be made before they can be
shared.
~ However, the capitalistic system is essentially a profit system. If,
88 & system, it cannot make profits, thon it will fail as a system.
Likewise if 1t cannot create and stabilize employment it will fail.
The fact that some 40 percent of companies show income statement
losses instead of profits, plus the fact that for a long period of years
several million workers have been in the ‘‘army of unemployed” are
evidence of a weakness in our capitalistic economy. Isitnotintelligent
and logical that search and study be made to ascertain if some new

rinciple or technique may be adopted for the improvement or forti-
(Excation of the system?

The safest way. to protect the profit system in a democracy is to
make the largest sumber of our people conscious of what a “profit”
means, how 1t is produced, upon what it depends, its interrelations
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:and our mass dependence upon it. When that is accomplished, the
'ca;]utalls.tlc system with its profit motive—and our democracy as
well—will call more dependable and intelligent defenders to its
:support.

PROCEDURE AND METHODS OF SURVEY

No survey or research of this character has heretofore ever been
authorized by the Federal Government. No past records or data
-of official character were available for basis or guidance of this survey.
Private research in this field has in no instance been intensive or com-
}n'ehensive enough to offer factual data upon which to build the

oundations of the survey.

Therefore this survey was of necessity started from “scrateh.”
Funds, facilities, and time for this research were too limited to permit
of & widespread circularization of every individual company or cor-
poration within the United States. To learn the identity of all insti-
tutions in the country utilizing some form of employee-relations polic
involving the principle of profit sharing, the cooperation of all avail-
able commercial organizations was solicited. Chambers of commerce,
trade associations, industrial groups, employer associations, banks,
and other like avenues were contacted for the solicitation of informa-
tion as to the identity of any business, commercial, banking, or
industrial establishment in their community or their membership
which may have adopted some form of profit sharing. From this
combin% of every community and trade organization, the file of
establishments from which we sought to secure data and information
was compiled.

To this extensive file of several thousand companies and corpora-
tions a “Schedule of Information for Employers”” was mailed with the
request that they supply all pertinent and informative data regardin
the plans or programs they were operating. This “Schedule’ aske
for data as to nature of the corporation, size, age, and period of service
of employees; figures as to income, pay roll, dividends, taxes, and prof-
its; information pertinent to corporate operation, stability of the enter-
prise, and history of earnings; in fact, all data which would permit of
actuarial analysis of the plan now operating as well as for the basis
upon which to kldge the possibility of the practical operation of any
other plan which might be su%gested or desired.

The most stimulating, helpful, and encouraging feature of this sur-
vey was the cooperative spirit displayed by the many thousands of
companies and their executives, together with the hundreds of em-
ployees who lent their aid and cooperation to the success of this studr.
-Without this splendid assistance the objective of this survey would
never have been possible of achievement. This extraordinary collec-
tive support is all the more remarkable from the fact that never in a
single instance was a demand or a threat to use the subpena power of
the committee made in connection with any company or organization.
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COMPENSATORY TAX EXEMPTIONS

(“Incentive Taxation”)

The approach and treatment of the subject of tax rewards or tax
abatements is wholly exploratory.

* Section (b) of the Senate resolution directs that a study be made as
to ‘“‘the consideration of what advisable contribution, if any, may be
made to the encouragement of profit sharing by the Federal Govern-
ment, including the grant of com]pensatory tax exemptions and tax
rewards when profit sharing is voluntarily established.” Section (¢)
of the resolution directed study “To the consideration of any other
recommendations which may prove desirable in pursuit of these
objectives.”

he fundamental basis upon which the American tax system is
built is one of raising funds to defray necessary costs of government
and to exercise social control of the traffic in liquor, narcotics, and
tobacco in the interest of the public welfare. With heavy increasing
costs, many believe our tax structure has become punitive in character.

If “the power to tax is the power to destroy,” may it not be worth
while to study and explore the entire theory of taxation to ascertain
whether the power to tax may not hold the ‘“power to encourage and
gorlllstn'}ct?”—whether we may not reduce the burden on productive

ollars ‘

The idea of ‘““compensatory tax rewards” does not contemplate
the imposition of additional taxes. On the contrary, it envisions the
trading of tax credits for dollars actually expended by taxpayers for
their contributions to the national welfare, whether it be—

(a) by creating more harmonious relationships between employer and employee;
i (gggtgy more eqiitable distribution of the benefits of the productive processes of
naus H

(c) by more expenditures for the expansion and rehabilitation of industry,
construction of homes, or through adding the unemployed to the permanent
pay rolls of commerce and business.

Businessmen, industrial executives, economists, tax experts, and
others have contributed to the survey constructive and enlightening
thought and material upon this new philosophy of taxation. The
consideration and discussion of the subject is solely for the purpose
of ascertaining whether “incentives”” incorporated into the tax philos-
ophy and structure of the Nation may not prove more stimulating to
industrial activity and for the common welfare than a continuation
of what may be termed punitive taxation.



CHAPTER 1

THE RISE AND FALL OF DEMOCRACIES

While the main object of this survey is to provide the country with
a comprehensive record of profit sharing in industry, the broad under-
lying purpose is to strengthen the foundations of the democracy in
which welive. Before embarking on a detailed study of profit sharing,
we may well pause and note what the past has to tell us atout democ-
racies. Have they flourished in other countries and in other times?
‘Have they had a tendency to long life or have they given way rather
quickly to other forms of government? If the latter, then Americans
will have less reason for being complacent about the outlook for their
own countxiy.

A careful reading of history gives little ground for the belief that
democracies were elther numerous or lasting, before our era.

The most famous of all democracies, prior to our own day, were the
Greek city-states, of which Athens was the chief. In one sense, these
states were more truly democratic than those of today, for all citizens
actually took part in the Fovemment. But more than half of the
population were slaves or foreigners, without any civic rights what-
ever. And the Athenian democracy, one of the first experiments in
po 111]121' government, lasted hardly more than 250 years. Why did
1t fall?

Partly because there was no curi, on the majority; the rights of
minorities were forgotten, and the majority became tyrannical.
Then, too, there was no unified, central authority to deal with the
foreign invader, whether that enemy was Sparta, Persia, or Rome.
Whatever the causes, the fact is that this first and greatest of demo-
cracies perished in relatively short order. ‘

The next experiment in democracy, if such it really was, is to be
found in the Roman Republic. There, the plebeians struggled long
before they gained a share in the government, and the period of their
greatest influence extended only from the early years of the third
century B. C. to Julius Caesar’s time, or less than three centuries. In
the latter days of the Roman Republic, Caesar and Pompey obtained
control of the masses by means of gladiatorial combats and by the
dole, and the masses voted as they were told. It was a short step
from the supposedly popular rule of Julius Caesar to the absolute
rule of the emperors.

It is difficult to discover all the reasons for the decline of democracy
in Athens and Rome. But in neither place was the period of popular
rule of long duration. Foreign and civil wars, heavy tazation, and
the indifference of citizens to affairs of state, were among the important
causes. Their fate is eloquent proof of the maxim that ‘“‘eternal
vigilance is the price of liberty.” L.

After the fall of the Roman republic, the masses turned their minds
away from political problems, and more than a thousand years elapsed

15
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before that sleep was broken. It was not until comparatively modern
times that anything approaching popular fovemment came into being.
Modern democracy, in reality, 1s the product of the rise of the Dutc|
republic, the English political revolutions of the seventeenth century,
-and of the French and American revolutions in the eighteenth century.
By the middle of the nineteenth century, suffrage had become uni-
versal in the United States and in a large part of Western Europe.

Political democraci had been achieved, but only after a struggle
.of centuries. Yet while mankind had succeeded in throwing off its
many chains, and civil, religious, and personal liherty had been won,
-economic freedom was slower in arriving.

Our hard-won democracy is in danger largely because of continuing
economic ills. That Germany and Italy turned to dictatorships was
primarily due to the fact that their economic position was so precarious.
Only the relatively prosperous countries like the United States of
America, Great Britain, France, Holland, Switzerland, and the Scan-
dinavian countries continue to cling to democracy. In all these
States, the profit system and private capitalism still prevail. The
system of private enterprise is a vital element in popular rule, and our
purpose has been to seek out those industrial policies which will serve
to bring the fullest degree of prosperity and contentment to workers,
as well as to capital and management, without the sacrifice of liberty.

There are two schools of thought about democracy. One holds to
the belief that democracies arose as a result of natural law and that,
in spite of temporary set-backs, the final triumph of the democratic
principle is inevitable.

The other school questions this line of thought and points out that
the growth of democracy has been slow and painful, and that we can
by no means take it for granted that our modern American democracy
is any more permanent than those which have had their brief day
and have then disappeared.

Had it not been for the object lesson of Europe since the World
War, a period during which dictatorships have been substituted for
democracies in many countries, we here in America would have been
rather inclined to adopt complacently the view of the first school of
thought. The whole of our own history had been such that we
hastily and rashly came to the conclusion that democracy was safe
from all attacks, at least in the Western Hemisphere. But the events
-of the past few years have caused us to alter this attitude, and we
now see that unless we put our own house in order, there is no definite
assurance that wr shall be able to escape the fate of Germany, Italy,
and Russia, where whatever liberty and democracy existed before
have been swallowed up in an all-powerful state.

The American Republic is the oldest republic in the world. Since
1900 most of the governments of Europe, including England, have
either completely reconstructed or made drastic changes in their
form of government. In view of this spirit of change pervading the
world, it behooves America to look carefully toward the safeguarding
of its democracy. It is well to remember that governments fall or
change their form when they fail to take care of social needs. What
the individuals and the peoples of all lands have sought is social
security.
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Today on the world’s horizon are seen the forces of political and
economic reaction * * * fomenting revolution against private
capitalism and free enterprise which flourished until thrown out of
equilibrium—a repercussion of the World War.

The all-im(;mrtant factor of the future is the struggle on the part of’
free men and women of the democracies to defeat the forces of reac-
tion and to break through the depression barriers into the open
field of free opportunity where the possibility of reasonable reward
willkagain encourage individual enterprise to put money and men to-
work.

This brief review of the course of democracy in the past, will have:
accomplished its purpose, if it serves to make us all less indifferent to
the dangers America faces and more alert to the necessity of devising’
a program for industry which will help to perpetuate popular gov-
ernment.

The lessons of the past teach us that the right to vote is not a.
sufficient stake in democracy to hold mass support. That one right:
(to vote) has been used to dustroy democracy unless the greater rights
of participation in the benefits of the general economy are granted and
established. .

. Throughout history democracies have been short-lived. Their mor-
tality during the last decade has been truly disheartening to lovers of
liberty. Possibly, however, such a republic as the Founding Fathers-

intended the Government of the United States to be, may survive and

endure, provided a philosophy of constructive and rationalized liber-
alism, such as is presented in this report, receives consideration and
adoption into our industrial life and national economy.



CHAPTER I
SOCIAL TRENDS AND MASS SENTIMENT

The United States is one of 20 nations that maintain an interna-
tional labor bureau at Geneva. In 1937, under the operation of
Federal laws which promised and were supposed to establish and
insure labor peace, the United States had more strikes, more labor
violence, more loss of wages by workers and more loss cf money by
employers because of those strikes than all the other 19 nations
combined.

Under existing laws and prevailing governmental policies, the rela-
tions between capital and labor in the United States have been
marked by more violeat dissension, by more disregard for and viola-
tion of property rights, than any other like period of time in our
national history. '%his represents mass discontent, translating itself -
into mass action. It is symptomatic of other critical periods and
crises in world history.

In the greatest nation of individual capitalists on earth-—a nation
made superlatively great by capitalism—we find a wide spread con-
demnation of capitalism and a submissive approval of its ettempted
destruction.

We behold a country profoundly conservative at heart accepting
radical, reckless, and revolutionary theories that would have been
scorned with contempt and rejected with popular rage only a few years

0.

We see the greatest property-owning people on earth believing they
can protect their own property by destroying that of their neighbors.

In short, we witness the most successful and really benevolent
governmental system ever devised by the mind of man, which in
150 years of its free operation has produced and distributed more
wealth than was produced by all the world in all history prior to its
birth in 1776, being denounced as unsuccessful, a failure, and in need
of complete change. ‘

These are the astonishing paradoxes and inconsistencies which
p.romf)ted the English writer, H. G. Wells, to recapitulate the na-
tional condition in America in 10 challenging words—‘‘The situation
in America is a race between understanding and catastrophe.”

These ominous developments in a land where such mass sentiment
and mass action were never thought possible, recalls the startling
prophecy of Gustave Le Bon, one oF the world’s most scientific
students of the mass mind, who in his book The Crowd, A Study of
the Popular Mind, in 1921 made these pertinent observations.

The age wc are about {o enter will in truth be the cra of crowds. The destinies
of nations are elaborated at present in the heart of the masses, and no longer in
the councils of rulers. Today the claims of the masses are becoming more and
more sharply defined, and amount to nothing less than a determination to utterly

destroy society as it now exists. Limitations of the hours of labor, the nationali-
sation of mines, milways, factories, and the soil, the equal distribution of all

18



PROFIT-SHARING AND INCENTIVE TAXATION 19

products, the elimination of all the upper classes for the benefit of the popular
classes, ete., such are these claims.

Little adapted to reasoning, crowds, on the contrary are quick to act. As the
result of their present organizations, their strength has become immense. The
dogmas whose birth we are witnessing will soon have the force of the old dogmas:
that is to say, the tyrannical and sovereign force of being above discussion.

Civilizations as yet have never been created and directed by crowds. Crowds
are only powerful for destruction.

Certainly it is possible that the advent to poweyr of the masses marks one of the
last stages of western civilization, a complete return to those periods of confused
anarchy which seem always destined to precede the birth of every new society.

The problem in America today is a human problem. Economic
shocks and dislocations which have disrupted and unbalanced the
economy, not only of America but of the entire world, are being too
much approached and attended by scientific, financial, and economic
consideration. The cause of the destruction of democracies, the
adoption of fantastic economics ard the following of falsc leaders are
to be found in distorted and misguided mass thinking—wherever the
trouble exists, whether it be European or American. The remedy,
the finding of the way back to the high road of traditional and funda~
mental sound philosophy, can only be found in correcting this mase
sentiment which .sulg)orts the unsound theories and philosophies now
sweeping the national and international map of the world.

DIAGNOSIS OF MISGUIDED SENTIMENT

As diagnosis is the first essential step toward intelligent prescribing,
may it not be a logical approach to the discovery of a helpful pro-
gram in America to diagnose the development of the misguided
sentiment of this count?r?

There are many who blame the World War not only for its economio
reactions but for its destruction of values, the disrespect for property
rights, and disrﬁ‘d for the rights of others in the minds of the masses.
But so far as America is concerned, there were other contributi
factors. The crash of 1929 and the bursting of the boom bubble o
the twenties not only swept away in a flash the money and hopes of
some 20,000,000 American citizens who had ‘“placed their bets” on
the unbeatable industrial power of America whose growth, expansion,
and prosperity they thought could not be stopped, but at the same
time, dethroned industrial prestige and business leadership.

The faith and fortitude of the American people might have risen
above that disaster, and they might have forgiven and forgotten the
wrong done them by false leadership, had it not been for the greater -
shock which quickly followed—the shock that shook the greatest
bulwark of the people’s confidence—the crashing of over 5,000 banks
in 3 years which destroyed more than $3,500,000,000 of the personal
deposits of 15,000,000 trusting, confiding depositors. :

n the wake of these terrible disasters, all within a period of 156
years, followed an intensive political capitalization of these events as
offering proof that capitalism had failed and that the American plan
of independent enterprise is in need of complete change to a system
of centralized governmental control. .

Simultaneously, there has been a kaleidoscopic change which has
come so quickly as to be indigestible. Organized labor has become
much stronger within a decade, the right of collective bargaining is
established, hours of labor have been shortened: Labor is committed
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to a belief in the power of strikes and capital puts its faith in armed
guards and the police. Wealth in America today faces more handi-
caps than ever before—the income tax and inheritance tax have barred
potential accumulations; the undistributed-profits tax forces distribu-
tion in an attempt at a “leveling” process; the capital-gains tax pre-
vents the birth of new industries and resultant profits which might
accrue, and inventions lie dormant—all of which 1s hailed as progres-
sive steps toward the control of organized capital. This is more than
democratic evolutionary progress—it is revolution on its way.

How tangible is this revolution? In a recent book, one of the most.
prominent newspaper writers, after careful investigation, makes the
statement—
that more property has changed hands through the violence of foreclosures, bank
failures, bankruptcies, and receiverships since 1929 in America than changed
hands in the French and Russian Revolutions combined.!

There is a social revolution at work in America. To survive, in-
dustry and business must develop a fundamental principle of labor
compensation which will make our capitalism intelligently democratic
and our democracy intelligently capitalistic.

Is not the report of the Balfour Committee on Industry and Trade,
made after 5 years of research into conditions confronting England,
applicable to the American situation? It says:

A new situation faces our country, and one whose main features are now per-
ceptible, and not transitory. Elsewhere, a rapid and general transformation in
the economic organization and industrial structure is going on, largely assisted
by a reciprocal action on the paxt of the state, on a scale and at a rate which, when
1929 conditions are compared with those of pre-war, or even of 10 years ago
conslilule a revolulion—the key to the new order is not competition, individua
acquisitiveness or self-seeking, but coordination, science, and service.

0 us these facts and the manifold difficulties in which there are varied angles,
indicate the inadequacy of capitalism as we have known it, and the progress of a
change from a pregominant individualistic to a predominant social type. Insofar
as our country accepts and acts on the principle of rapid, conscious, and planned
adaptation of its productive and distributive apparatus to this new, social type it
can recover: and the more speedily and thorougggr it does accept and act upon it
it the more rapid will be the recovery.

SYMPTOMS THAT CALL FOR A REMEDY

There can be no denying the fact that the American economic
machine is not functioning, when there are more unemployed in the
United States than in all the major powers combined. The truth is
that private capitalism cannot and never was intended to function
under such environment and handicaps as exist at the present time
in this country.

The stoppage of economic progress and the existence of large-scale
unemployment, mass discontent, and deprivation—fanned by con-
stant labor disputes and outbreaks—are symptoms which can only be
diagnosed in the light of similar conditions in the past which have
destroyed democracies. ,

The fact that 21,300,000 of our inhabitants, according to current
estimates, are receiving one or more forms of governmental relief,
8 human load of one-fifth of our population dependent on those who
can still pay taxes, and whom this load has cost $12,000,000,000 from
1933 to 1938, inch:sive, with no positive program for, or definite signs

1 Harper Leech, the Paradox of Plenty.
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of, reduction, presents a peril which has its potency not in figures
alone but also in human equations. This peril is all the more menac-
ing when it is remembered that after the 1921-22 depression, relief
burdens did not return to the Fredepression level, but continued to
mount in spite of the fact that the period following was the most pros-
erous?in our history. If that experience holds good, what of the
uture :

It is incomprehensible how so many of our business and financial
leaders ignore the imperative necessity of industry designing a con-
structive working principle of compensation which will unite the two
forces of industry—workers and management—into a cooperative
alliance to prevent complete Government control of industry. Unless
industrial management can establish a new principle of relationship
between labor and capital which will win public support, it appears
inevitable that the collectivist, fascist, or centralized control of
industry is ominously impending,

The industrial situation in America today resembles two armed
camps, both desirous of peace, but each deeply suspicious and fearful
of the other. Industrial relations will never be removed from the
arena of conflict until the question of wages and income is removed
from the possibility of sudden and arbitrary change at the hands of
employees or employers.

THE CHALLENGE TO INDUSTRY

The industrial employee has become an economist. He has heard
more economic discussion in the last 10 years than was ever brought
before the American public in the previous century. He has heard
about economic democracy, as well as political democracy. He is
beginning to feel that he should have some similar relation to industry
that, as a voter, he has toward government. He feels that he should
not be & commodity, a tool, nor a machine, but should be accepted as
a partner in industry and that that partnership should be recognized
bljlr sl(:me form of closer relationship and participation than the pay
check.

The capitalistic order stands challenged. The answer and the
defense must be made—and soon! The answer is in the hands of
industry.

What are the potentialitie§ of America if a spirit of mutual confidence
and cooperation can be substituted for class consciousness and organ-
ized selfishness?

A more important question is, What are the people going to be
thinking and doing tomorrow? Industry and business are not giving
this question the serious attention it deserves.

The problem before American industry is that of having increased
production without the stimulus of increasing population. The closest
cooperation between all the human factors engaged in industry is the
only answer. Industry should recognize its responsibility in starting
this cooperation where it should start—at the top.

If the profit motive—that is, the lure of gain, the hope of reward
* * * i3 the heart of the American plan and the base of the
capitalistic system * * * by what logic can we insist that its
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rewards be available to some and not to all—or that its incentive
power will induce greater effort from some men but not from all?

Both employers and employees have too often lost sight of the
necessity for a unity of interest, & bond of cohesiveness, between
employer and employee which is the concrete base upon which a
sound, enduring, individual capitalistic economy must be built. If a
profit system is to be used as a spur to production, and a regulator of
distribution, the profit incentive must be made applicable to the
greatest &Y‘:ssible number of individuals within the system.

Capitalism and democracy will have trouble living together unless
capital and its benefits are spread out and diffused as is democracy.
Capital, centered in the hands of the few may have the same social
effects and reactions as does government when centered in the hands
of a few. If we proclaim the equality of man, in law and in govern-
ment, may not consistency as well as necessity demand the distribu-
tion of the ownership of capital to the same group of people as we
include in the class to which we proclaim equality?

In confirmation of the philosophy herein expressed in support of the
imperative need for a new technique in the social relation hetween
labor and capital, the following statement of Philip Cabot, professor
of business administration, Harvard University, is pertinent and of
interest:

Today the high executive is in the position of “a pilot flying blind" and the
instruments by which he guides his course are such abstractions as the balance
sheet, the inventory, the pay roll. They are not adequate, for they cannot be
applied to the human relations that are the essence of all our activities. Unless
the managers of large-scale business can produce social inventions on a scale
comparable with that on which th~y have produced mechenical inventions, the
increasing insiability long observable in our cconomic structure will end in
collapse. * * * The major problem that confronts the busiressman today
is the gathering of the facts about the human relations in modern industry that
are needed to form the basis of a new social theory which will take form in new
social inventions.!

t From “‘Foreword" to “Soclal Problems in Labor Relations” by Pigors, McKenney, and Armstrong
(McGraw-Hill Co. 1030).



CHAPTER 11
THE LABOR PROBLEM IN AMERICA

THE EVOLUTION OF RELATIONSHIP BETWEEN
EMPLOYER AND EMPLOYEE

One of the most important and perhaps least understood factors in
the industrial situation of America today is the human element.
Labor relations and labor laws present American employers with the
most complex problem in our history.

Within the last century American genius has presented to the world
a hundred major inventions and discoveries, any few of which would
be sufficient to excel the progress of all previous ages.

From the days of the cave and stone hatchet, we have come to a
day when man is housed, fed, clothed, and enlightened as never be-
fore, with improvement always a constant tendency. A palace in
medieval times did not contain the genuine comforts of a mechanic’s
home of today. A European monarch of two centuries ago could not
command half the real conveniences and luxuries that are readily
within the possession of any average American homeowner.

Why the violent social upheaval of today after such progress and
universal benefits? This, indeed, is & question for deep thought.
Some cannot recognize the social change which has occurred in the
last half century. 1t is imperative that we recognize and admit this
change. It is equally essential that we study the drift of social
thought, what it seeks, its grievances and to what it is leading unless
satisfied. Clear thinking and intelligent decision must be made as
between the extreme of the radical who sees no good in anything that
ever happened and demands that everything be changed, and the
conservative who insists that nothing has changed.

Modern industry, in its social aspect, is a form of cooperation
among capital, management, and employees for the production of
goods wanted by the community. The immediate motive on one
side is profits—on the other wages and what they will buy. Modern
industry is an organized meﬁod of cooperation in production—
individuals find it a divider of men into hostile camps. This paradox
arises from the fact that the elements in production must combine or
be sterile—land, labor, capital, and management. Isolated they are
barren; only in cooperation do they bring forth commodities which
satisfy human wants.

Employers are really groping for knowledge of what to do and what
not to do; employees are in an attitude of doubt and Kartial distrust,
and the whole outcome of the undertaking hangs in the balance.

One of the ablest and best known industrial executives of the Middle
West says:

We could double our annual profit if labor acquired management’s viewpoint.
23
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It can be said with equal force that industry could double its earn-
ings if management and labor acquired a common viewpoint.

PASSING OF THE PERSONAL RELATION

Mutual understanding is reached with difficulty partly because
modern industry has made personal relations limited or even impos-
sible. In small industries employer and employee talk out their
difficulties and work side by side * * * but in a great steel mill,
for instance, the capitalists are thousands of unknown stockholders;
the managers are great men, in offices, far removed from the worker.
We may regret the passing of the good times when employers and
employees were comrades, but weepin% will not save the ancient
gystem. The social necessity for some basis of mutual interest and
adjustment is apparent. The waste and loss through social friction
are enormous; there is a recrudescence of savagery in ‘“‘sabotage’’;
victory of either side after a strike is purchased at awful cost no matter
which side wins. Men are degraded by hatred; political stability is
in peril from class conflict: and democratic institutions are threatened.

The lack of personal interest on the part of workers, the abnormal
costs of production, and the spirit of unrest which embarrass the
industrial world today represent the cumulative waste of business
development and progress—the “‘slag’ of success and prosperity.

King Solomon experienced difficulty in building the temple because
the undertaking was so large that the workers became confused in
thought, lost their unity of purpose, and allowed contentions to arise
among them.

When any business reaches that point in its growth where a portion
of the help must be hired by assistants, foremen, and department
heads, a certain amount of the personal influence of the head of the
business among his people is lost. We can no longer keep in personal
touch with the rank and file of workers, and it 1s more difficult for
those thus removed from his direct influence and leadership to under-
stand his ambitions, aims, and ideals.

Advanced organization, automatic operation, specialization, and all
the other innumerable refinements in the “mills of business” have
so far removed the individual worker from the personal influence
and direct leadership of the employer that he often comes under the
personal influence of false leaders.

The rank and file of workers do not conceive the great struggle as
a whole with all its rivalry, competition, and absorbing interest—they
do not realize or appreciate that they are playing an important part
in the great game—they lack the perspective necessary to have them
feel a proper degree of individual responsibility—they are ‘‘just
working there.”

While it is true that opportunities are greater today than ever
before for the individual who puts forth maximum effort, the com-
plexities of modern business and advanced organization, combined
with the activities of the propagandist, cloud the vision of many
otherwise conscientious and dependable workers, and create a force
that destroys morale.

You cannot afford to bave confusion of thought and lack of unity
among the peop}e who make, handle, and ship your goods—the people
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who wait on your customers, answer the telephone, keep your books
write your letters, and help you run your business—their loyalty and
goodwill are vital to the permanent success of your business.

NEED OF A NEW BOND OF RELATIONSHIP

With the disappearance of the personal contact between employer
and employee some new bond of relationship needs to be found b
executives to establish and maintain morale, personal interest, allegi-
ance, and loyalty. This relationship can most efficiently and effec-
tively be es'tabhs.hedwli)lv creating a ‘‘consciousness’ of partnership—
a relationship which will appeal to that all-human instinct which seeks
reward, self-advancement, and security. This is one instinct, deep
in every human being, which, if satisfied, will rebuff all false leaders.

_An employee of a Detroit heavy-hardware manufacturer expresses
his opinion thus:

Private business can still save itself from its sins by meeting communism og
its own battleground—not with tear gas and blackjacks—but by mending the
wounds and ending the abuses which are the spots for communistic infection,
It doesn’t do much good to swat flies while the garbage pail is still breeding them.

Put prosperity back in the hands and pocketbooks of the American laborer, on
fair and sharing basis, and the Communist can talk his head off, but he won’t be
able to get a crowd to hear him,

And this from a worker in a textile mill in Connecticut:

The cure for communism is to allow labor fair treatment and a share in what it
earns. It can be Iaid down as a law of human nature that nobody gives up a good
profit-sharing job to join a revolution.

BRIEF REVIEW OF THE CHANGE IN AMERICA

In two generations America has changed {rom an agricultural to
an industrial nation. Frontiers are gone. Before they disappeared,
a workman could move ‘“over the mountain” or lollow Horace
Greeley’s advice and “‘Go west”’ to a homestead on the western prairies
if he were dissatisfied with his working conditions. Today he must
accept conditions which are to him unsatisfactory or resist by united
action with his fellow workmen. This changing condition brought
about organization of the workers, and union labor,

In the span of a century between 1789, when the “Association of
Mechanics and Manufacturers” was established in Providence, and
the year 1886 when what is now known as the American Federation
of Labor was born, the American workingman learned in truth
that “in union there is strength’’ and that by united, organized action,
he had economic as well as political power in a democracy. The recog-
nition of this truth brought about the organization of union labor.

Here arose a new antagonism between labor and capital. Capital
sought to purchase labor at the lowest possible price, and labor in self-
defense and in pursuit of self-preservation, began to fight capital in
order to obtain the highest reward for its contribution to industrial
production. The tendency of both to build up large and powerful
organizations, each one for its own interest, developed the conflict
of interest which has been steadily growing and becoming more bitter
as limitations of frontiers, restrictions of markets, narrowing of profit
margins, increased cost of living and other conditions have forced each

186738—39——3
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side into what appeared to be a titanic struggle for self-preservation.
This struggle wnfl continue until both sides recognize that there is a
common ground of compensation and cooperation upon which both
can agree and unite for common protection and prosperity.

With the advent of the machine age, the growing inequality in the
distribution of the national money income and the displacement of
workers by automatic machinery had a tremendous influence upon
the operation of our industrial system.

Steadily labor asserted itself on behalf of higher wages and reduced
hours of labor. It must be remembered that united action to strike
was adjudged a criminal conspiracy about a century ago. Since then
labor has won the right to organize, the right to strike, and the right of
collective bargaining. DurinF this struggle for these rights, labor has
also emerged %rom a period when the hours of labor were from “sunup
to sundown” to a 44-hour week under Federal regulation. These,
are the salient facts which should be remembered regarding labor’s
long struggle for recognition and for better conditions of work, which
has been fought for over a century in America.

Considering that Ohio wage earners lost 3,938,000 workdays during
1937, costing them $20,000,000; that the workers of Michigan lost
3,925,000 workdays or more than $19,600,000; that New York wage
earners lost $16,000,000, those of Pennsylvania over $18,000,000 and
those of Illinois over $7,000,000—with a conservativefy estimated
loss to industry in those five States of more than $500,000,000 from
1 year’s upheaval—need the question be asked as to whether in-
dustry should seck a new basis of relationship? .

Docs the fact that 1936 witnessed 2,172 strikes involving 188,648
workers and that 1937 recorded 4,740 strikes involving 1,860,621
workers need further evidence to show the growing discord which
must be cured in order to not only assure political stability but
industrial harmony?

If the foregoing figures are not impressive enough, let us view the
labor-capital battlefield for the 5 years, 1933 to 1937, inclusive,
wherein more than 12,000 labor disputes and strikes are recorded,
involving 6,469,331 employees who lost 96,005,400 man-days of work,
or more than $500,000,000 in wages, as pointing to the very definite
need—the imperative necessity—of a new and improved fundamental
technique or principle in our system of worker compensation.

The most important problem which has confronted our capitalistic
society is that of the division of available national money income (the
proceeds of production) among those who furnish the factors of produc-
tion. In brief, this is a problem of dividing the proceeds of production
between those who furnish labor, land, capital and management in the
creation of goods and services.

A grave error committed by both capital and labor is that of
quarreling over wages and hours. Many think that wages should
be regulated by the cost of living. A little thought brings the realiza-
tion that the cost of living is regulated by wages. TE: higher the
wages, the higher the cost of living, temporary variations due to
over or under production excepted.
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If wages are too high, and hours too short, American industries
cannot compete—capital lies idle or migrates to more attractive
fields, and labor goes unemployed. If wages are too low, labor
loses its purchasing power, sales of consumer gIoods fall away and
business in substantially all lines stagnates. In either case, both
employee and employer suffer unnecessary loss. .

etween these two extremes there is a scientific wage or a ilexible
basis of compensation which would lend itself to adjustment and work
for the common good of both workers and employers. When employer
and worker learn that their interests are mutual, and that they are
partners, that what injures one injures both, they will begin a careful
study of this scientific or differential wage formula.

The cause of practically all conflicts between capital and labor
has been the ‘““wage system.” It always has been and always will
be the cause of contention between employer and employee until
we create a system whereby profits are equitaily divided among those
who produce them, thereby providing a differential which will elimi-
nate a wage scale as the sole basis of worker compensation. So long as’
wages are the only link connecting the interests of employer and em-
ployee, just so long will conflict continue. Allowing the relationship
to rest upon wages or hourly wage rates is likely to perpetuate the’
conflict—an issue never settled—a succession of concessions, truces,
temporary Beuce pacts, but always dissatisfaction, unrest, and con-
tinued ‘“collective bargaining.” This great truth was stated by
Ruskin: “No amount of pay ever made a good soldier, a good teacher,
a good artist, or & good workingman.”

Our industrial wage system requires flexibility. This can only be’
accomplished by basing the worker’s compensation upon values
produced. The worker’s income should be related automatically to
the rise and fall of the price structure. If this is done, a proper balance
will thus be established and maintained. ) ’

Blend the wage scale with a profit-sharing differential and the same
human being who was previously concentrating his attention on higher
wages, will discard the combative spirit and move in a cooperative
direction. With a share in the profits added to his wage rate, he
becomes cooperative on the whole question of compensation. This
means removing the contentiousness of the wage rate by blending it
with the “mutualized interest” and “instinctive cooperation” gen--
erated by profit shaiing.

SOURCES OF UNREST

The two fundamental conditions upon which real economic progress
depends are: (1) A consistent increase in the annual production of
industrial goods and services per inhabitant of the country; and (2)
an increase in the real incomes of each economic group (especiall
that of the low-income group) proportionate with that of the.growtz
in the per capita production of the Nation. Prior to the World War,
the United States enjoyed a substantial increase in the annual pro-
duction of economic goods and services. Despite a growing inequality
in personal incomes, the national income was distributed in such a
manner that practically all economic groups received increasingly
larger incomes.
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The war brought a great period of ]érosperity not only to agriculture
but to all industries in the United States. From 1922 to 1929 the
profits of industrial and commercial business enterprises were larger
than they had ever been in any peace-time period. Examining the
situation during that period from the side of the low-income group we
find that in 1922, 83.58 percent of those gainfully employed received
58.99 percent of the national income; in 1925, 90.48 percent of those
gainquly employed received 66.99 percent of the income; in 1929,
90.85 percent of those gainfully employed received 63.9 percent of
the income.’ .

In studying this trend (of conditions) it is well to note that in 1929
the value of the net production (value added by manufacture) of the
manufacturing industries was 73.9 percent greater than in 1921, but
that the number of wage earners employed in 1929 was only 27.2
percent larger than in 1921, and that the value added by manufacture
per worker employed in 1929 was 36.7 percent larger than it was in
1921, while the annual wage paid each worker in 1929 was only 11.3
percent more than was paid in 1921.

. The average weekly wages of all laborers in 1923 was $26.61 and in
1929 the a.vera.fge was $28.54. This was an increase in vhe average
weekly wages of labor, between 1923 and 1929, of 7.3 percent. During
the same period the index of industrial production showed an increase
of 18 percent and the general price level in 1929 was a little lower than
in 1923. During the same period the national income increased more
than 30 percent. During this period, therefore, it is clear that the
wage earners as a whole did not receive an increase in their purchasing
power in proportion either to the increase in the national money income
or the increase in the value of the goods and services produced.

The growing inequality in the distribution of the national money
income and the displacement of laborers by automatic machinery had
a tremendous influence upon the operation of our industrial system.
Thedecreasein the percentage of the national income paid as wages was
due to the fact that wages per laborer did not rise in proportion to the
increase in production per laborer. This, of course, was due in part
to the introduction of automatic machinery.

In brief, the trend of industrial development up to 1929 was favor-
able to increasing profits and higher property income, and was
unfavorable to increasing wages. The economic advantages and
opportunities of owners and operators of business enterprises and
possessors of property, gained over those of workers. That was why,
relatively speaking, profits and property incomes secured & greater.
percentage of the national money income, and wages & declining
percentage thereof.

Because the low-income earners, who are chiefly employees, provide
most of the purchasing power of the Nation and because the high-
income earners, accumulate most of the savings of the Nation, it is
obvious that the employees’ share of national income flows into con-
sumﬁtive channels to a far greater extent than that which is retained
%ght e high-income group, who are principally the owners of industry.

en, therefore, too large a proportion of the national income is
retained, most of that excess will be saved and because it is saved in
prosperous years, will be used to expand production still further.

1 The National Incomeand Purchasing Power, by W, 1. King,



PROFIT-SHARING AND INCENTIVE TAXATION 29

This is the basis of an unbalanced economy which produces our peaks
and valleys of prosperity and depression. .

The following is quoted from an editorial in Business Week of
September 1932, which is pertinent to the subject: ,

The purchasing power of consumers in the lower income brackets, which de-
pends principally on industrial wages and farm earnings, was too low even in 1929
to buy and pay full cost value plus normal profit for the goods and services they
consumed. It is these consumers who absorbed the bulk of the goods and services
sold, and it must have been in competing for a share of their inadequate income
that the losses of business capital must have chiefly occurred.

One might go further and suggest that what; was not paid out in wages to workers
or in dividends to small-income recipients, or in fair prices to farmers, sufficient
to enable them to purchase the goods and services produced was in the end lost to
business profits and to business capital anyway. .

Analysis of the report of family incomes for the year 1929 by the
Brookings Institution discloses how the distribution of income affects
the balance between productivity and consumption. In that year,
27,474,000 families, averaging 4 persons, had total incomes, includ:
ing realized capital gains, of $77,116,000,000. Selecting and consoli-
dating these families into groups, we find the following distribution of
national income:

Number of | Porcent | Aggregate in. | Aversge

Class Income per family families | of total | come by classes pohrwl:gioly

Under $2,000. ......... 16,354,000 | £9.525 | $18,879,000,000 [  $1,154

22771 $2,000 to $5,000------22| 8,864,000 | 32.263 | 26,452, 000,000 2,083

$5,000 to $25,000 2, 006, 000 7.629 17, 851, 000, 000 8,431

RICH - ceeeemooons Over $25,000.........o.... 160,000 |  .582 | 14,749,000,000 | 92,181

27,474,000 74,731, 000, 000

Combine the general facts as above set forth, as an index to the
maladjustment of distribution of the national income, with the
harrowing events and shocks which followed with the collapse of
1929 and the bank failures from that day to 1933, and it is not difficult
to see and understand where and why the seeds of unrest took root
and developed in the mass mind of the country, which has led today to
the proposals of fantastic economic theories and their acceptance by
a large portion of the public.

The American people want and demand economic security. Most
of them demand the economic security which comes from an oppor-
tunity to work and to receive a just compensation for their work. Ac-
ceptance of security throu%h doles and pensions is agreed to, for the
most part, only in cases of necessity. The majority of people want
that economic independence which comes from their own efforts, from
the opportunity to earn a good living for themselves. It is this spirit
that distinguishes the average American. It is that independence
which must be preserved. :

Increased production is the solution to our problem of unemploy-
ment, and the establishment of a higher standard of living for all,
not the distribution of present wealth, by a “leveling down’ process.
More must be produced in order that there may be more to be divided.
The problem is one of addition and multiplication, rather than
subtraction and division.
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THE AMERICAN PROBLEM

Viewing the present trends, it is apparent and probably inevitable
that labor will have a constantly broadening share of the fruits of
production. The record of the last 10 years certainly indicate that
the demand and the acquisition has been ‘“‘constant.” There is
nothing to limit the demand, but there is a limit to the income with
which to supply that demand. Common sense dictates a program
for stabilizing the wage scale and placing the “acquisitive demand”’
on the basis of “ability to produce.”

One of America’s leading industrial managers had the foresight
several years ago to express the following thought:

The changes that have taken place in modern industry, as contrasted with 20
g‘ears ago, give the worker far less chance to become economically independent.

he chances for rising have lessened as specinlization has increased. Hence, the
man who goes to work in any industry which is largely depending on labhor is
entitled to a share of the profits of that industry. And where that principle has
been applied it has not been found to fail. And it has never cost anything, but,
in addition to paying for itself, has produced a dividend for the employer.

The tendency of combinations of capital and combinations of labor
to build up powerful bodies, each one for its own interest, is productive
" of continua{) conflict. In the interests of all, there should be substi-
tuted something which would increase the incentive for labor to save
more, which in turn would cause it to produce more. Xconomically,
labor and capital should have a common interest and the object of
their joint efforts should be to work together in hafmony.

One of America’s most prominent industrial executives has ex-
pressed his understanding of the present situation, and his vision as to
what must be done, in the following words:

Capital is nothing but the savings of labor, and it's logical function is to be put
at the disposal of mankind to he combined with labor to make that labor more

roductive. In other words, capital should be put at the disposal of those who
abor, for the benefit of the community, and the owners of that capital should be
entitled to a fair reward for its use. It is evident that this is something entirely
different from the view that humanity should loan its labor to the man who owns

capital for the benefit of capital, and it is the difference between these two view-
points that is to a large extent at the bottom of the industrial unrest of today.

The right of labor to organize is fundamental in a democratic
gociety. It is up to industry to see that it organizes for and in support
of industrial progress in “the American way” instead of against it.
Force not only begets force; it also begets animosity and retaliation.
If honest work cannot be made to pay, something that is neither
work nor honest will inevitably take its place. A new mutuality of
understanding in industrial operation is the task for industrial states-
manship to achieve.

When Thomas Jefferson thought of democracy, he thought of the
democracy of the rural folk of that time. Albert Gallatin thought
of democracy in relation to workers in the industrial field. The word
“democracy’’ must be broadened in its implications and operations.
There can be no genuine, full-bodied democracy unless it penetrates
to all the corners of our economic life. In an industrial nation, there
should be economic democracy as well as political democracy.
 Society has been divided into those who have been fortunate
enough to achieve some measure of independence and those whose

4
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lives have been mainly dependent. As Hegel asserted, such a con-
flict does not tBroperly come to its solution by the victory of the one
side or the other, but rather by the lifting up of the two sides into
a new kind of relationship—interdependence.

THE PARTNERSHIP OF CAPITAL AND LABOR

Labor—men with muscle; capital—men with money. In simple
terms, there are the two ‘ﬁreat vital forces which, working together,
become productively useful to mankind. Human beings are endow
with the same desires and aspirations, the same virtues and weaknesses.
What a travesty to characterize them as opposing and conflicting forces
with nothing in common!

It seems inconceivable that these two great forces composed of men,
and in an age of enlightenment and advanced civilization, would permit
intervening forces, whether of their own inception or by organization
of outside Influences, to creato jealousies, hatreds, und suspicions for
the driving of a wedge between them to the destruction of harmony
and cooperation.

Capital cannot move a wheel without labor—nor labor advance
beyond & mere primitive existence without capital. Labor, like
capital, is an indispensable agent in the production of goods. Like-
wise, it is necessary to recognize that labor is not entitled, just as
capital is not entitled, to all of the returns from industry.

Conceding therefore that labor and capital are essential, one to the
other, there is a partnership. But full partnership, meaning full
division of profit, cannot obtain because the laborer caunot meet the
first requisite of partnership, namely, responsibility forloss. He can-
not be made liable. He is not a part of promoting, financing, manag-
ing, buying, or selling. His contribution is restricted solely to the
investment of his labor power. Yet it must be admitted that that is a
major factor in the production of goods and their sale and distribution.

Again, capital without labor cannot produce income; nor can labor
without capital produce income. Income is the only thing that can
pay sustained wages, and, likewise, income is the only thing that can
pay dividends * * * further continuation of the partnership.

he mutuality of interest must be carried further. Fi‘hose who pro-
duce have an interest in the profits of production. The greater the
production, the larger the profits, theoretically at least.

Mr. Melville E. Ingalls, chairman of the board of directors, of the
Big Four Railroad, in A Plea for Profit-Sharing, National Civie
Federation, ninth annual meeting, 1908, said:

There is but one thing to my mind that will produce harmon?' in the future
and do justice to all people, and that i3 profit sharing. I believe if every railroad
in this country were run on that basis we would have no strikes. I belicve every
large manufaciurer ought to be put upon that basis. Something should be put
aside for the subsistence of the employees, something for the pay of capital, and
then the bhalance should be divided. Make every man your partner. We will

then have, just as near as it is possible to have on this earth, the good times when
the laborer shall have his fair share and do his fair amount of work.



CHAPTER 1V

THE COST OF STRIKES
TO WORKERS—TO INDUSTRY—TO THE NATION

* What is the cost of strikes to our national economy?

We read much about the losses to labor, from strikes, but the
unanswered question is “What does an upheaval, such as the strikes
of 1937, cost general industry? What is the cost to all the people in
America? 1t is the price in waste, losses of income, stagnation of
business, and disruption of our national economy?”’

Estimates are common as to the losses caused by certain strikes.
The general strike in San Francisco was estimated to have cost
$100,000,000. Estimates as to the wage losses in the great steel
strike of 1919 ranged from $100,000,000 to $245,000,000. Such esti~
mates refer to only a small part of the loss. When we inquire as to
what business was “lost,” what was the loss to “‘others” outside the
strike, or what was the foss suffered by the disruption in channels of
manufacturing, distribution, merchandising, advertising, selling, and
ﬁmglcingm-ﬁgures are lacking and no authoritative answer can be
made. '

Inasmuch as this survey has had for its purpose the study of ways
and means to fortify our democracy and to sustain the American
system of independent onterprise, known as capitalism, the considera-
tion of labor strife, known as “strikes,”” is particularly pertinent and
germane to the subject. May it not be woll for us to ascertain, as
nearly as is possible, the cost of that which we seek to remedy?

In the search for an answer to this question, this survey has sought
all possible sources of fact and data upon this hitherto unanswered
question. The inability to arrive at estimates with any hope of
precise accuracy is recognized. Regardless, however, of wKether the
approximations reached are definitely eccurate or not, it is worth
while for all to have some reasonable conception of what these
“shocks to our productive processes” really cost. To begin with, it is
advisable that we review some of the relevant facts of the recent past,

. BRIEF REVIEW OF INDUSTRIAL DISPUTES

History reveals that strikes always accompany recovery and pros-
perity. In the prosperous year of 1919 there were five times as many
workers out on strike as in the depression year of 1932. In 1936,
when recovery from the depression seemed to be assured, and the
upturn in industrial activity carried on without interruption into 1937,
that year witnessed the highest number of strikes of any year in the
country’s history. There was a total of 4,740 strikes initiated during
1937, in which 1,860,621 workers were involved. These workers lost
approximately 28,425,000 man-days of work. As compared with
1936 there werefincreases in 1937 of 118 percent in the number of

32
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strikes, 136 percent in the number of workers involved, and 104
percent in man-days of idleuess.

In each of six States there were more than a million man-days of
idleness during the year: Ohio (3,938,000), Michigan (3,925,000),
Pennsylvania (3,696,000), New York (3,181,000), California (1,941,~
000), and Tllinois (1,435,000). Michigan had more workers (355,000)
involved in strikes during 1937 than any other State; Pennsylvania
was second with 323,432; New York was third with 221,391 ; and Ohio
was fourth with 207,428.

The States with the largest number of strikes were New York
(897), Pennsylvania (641), New Jersey (309), Michigan (306), Ohio
(298), Massachusetts (277), 1llinois (272), and California (259).

In the following nine industrial groups there were more than a

million man-days of idleness because of strikes in 1937:
Mun-days of

idleness
1. Transportation equipment . _ . ... ... __.... 4, 720, 686
2. Textiles. .. e . 3,827,398
3. Iron and steel industries. . ... ..o oL 3, 405, 840
4, MIning. oo e e e 2,617, 559
5. Transportation and communication. .. ... .. _____________. 1, 868, 974
6. Lumber and allied products. .. ____________. . .. ..... ceee.-2 1,797,618
7. Domestic and personal service (hotels, restaurants, and laundries). . 1, 417, 465
8. Machinery and manufacturing..._ ... . _________. ... 1, 344, 258
D, Trade. . oo e e e e —————————- 1, 036, 574

The following table presents a general view of the country, and of
the industries affected, where strikes in 1937 involved 10,000 or more
workers in each controversy:

TasLE 1

Montl . .\ppr(;xlmt}te

onth strike number o

Kind of strike and location began workers

involved
General Motors Corporation, 6 8tates. .....cceeceeceaicaconacaananan. January. .. ....... 18,000
B. F. Goodrich Co., Akron, Oh{o......cenn e iacicaciieeceeann do... ........ 1C, 000
Bhlrt‘lv;orkers, New York, New Jersry, Connecticut, and Pennsyl- | February......... 12,000

vania.

Bhoe workers, Massachusetts. . .. ... ... ... ooioooiiiiioooo.. e 11, 500
Firestone Tire & Rubber Co., Akron, Ohio.. . 10, 500
Ch?slet Corporation, Detroit, Mich____._._._. 63, 000
Hudson Motor Car Corporation, Detroit, Mich . 10, 000
Qeneral Motors Corporation plants, Flint, Mich_............... O R (' SO 13 000
S ¥ L TN April. ... ... 14, 000
Caterpillar Tractor Co., Peoria, Il .. ... .. ..o ]o... (4 [\ T 10, 900
Coal miners, AlabamB. ....e.onn e e eeieeeeeeeiacsnaanneaeacomamae]|oeane [ (S 15,000
.Jones & Laughlin 8teel Corromtlon, Pennsylvania.......o............ May. o 25,000
4 independent ste¢l companies, 7 States......... . do.. . 90, 000
Anthracite miners, Pennsylvania_......_....... . .- . 15,000
Shipyard workers, New York and New Jerse . e . 15,000
QGeneral strike, Lansing, Mich_ ... ... .. . ... . iiiiiaiaaao. 15,000
Coal miners, captive mines, Pennsylvania and West Virginia.. .._.._.|.._.. (£ (T, 10, 000
Ueneral Motors Corporation (Ternstedt plants), Detroit, Mich........|.. ... i {1 J 10, 900
‘Cloak makers, New York and New Jersey....ccc.eccvccacaceecacomnan July 12, 000
Truck drivers, Philadelphia, Pa. ... ... ... ... .. ... d 20, 000
‘Coal miners, INlinois. ... .. ...ceeeio . 16, 000
8ilk workers, Pennsylvanis, New Jersey, and New York. 31,000
Chrysler Corporation (Plymouth plant), Detroit, Mich. . - 10, 300
Painters, New York City. .. .. o iiiiicecaas 13,000
Hudson Motor Car Corporation, Detroit, Mich..___. ... ........... 10, 500
Qoodyesar Tire & Rubber Co., Akron, Ohio_ ... .....ccceaeeiimaaa.. d 13, 500

The following chart shows how industrial production is encouraged
to rise when industrial strife remains at low levels, and how the rise
in production is first checked and then quickly turned downward
when industrial strife increases beyond normal levels as occurred
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during 1937. It further shows the equally rapid increase in industrial
production in the last half of 1938 after a period of relatively low labor

trouble.
Effect of Industrial Strife on Production
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J. T. Trenholm & Co., from New York Herald Tribune, January 3, 1939

In the February issue of Supervision Magazine, Mr. Gustav Richard
Stahl, associate editor and industrial relations economist, states:

Although industrial relations during January 1939 were relatively peaceful,
there were enough strikes and labor disputes in the month to cause workers in-
volved a loss of working-time value of more than $3,000,000. This loss of working
time compares with $2,641,000 in January 1938, and $13,708,000 in January
1937. The relatively peaceful conditions prevailing in the last half of 1938 are
brought out by a comparison of wage losses of $101,181,000 recorded in the first
half of 1937 and of $25,116,000 for the last half of 1938.

What is the lesson to be gained from the foregoing chart (I)?
Study it carefully. Note the high vertical lines from January to
August, inclusive, of 1937. What caused that skyrocketing of labor
trouble? Isn’t 1t reasonable to presume that when workers witnessed
mills, plants, and factories buzzing with activity that the assumed
great profits were being made by their employers and that they should
strike for a share of those profits? _

_ Might not all that strife and its terrific losses be averted by estab-
lishing the workers on a profit-sharing basis in advance? Would not
the cost of the gharing be more than saved? Would not & sound and
gractlcal profit-sharing system increase the production and the profits?

oth these questions are answered in the affirmative by scores of
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institutions which are operating profit-sharing systems and which
did not suffer from labor trouble in 1937.

TABLE 2.—Indusiries in which value of man-days lost by sirikes exceeded $1,000,000
in 6 months

[Computed by Gustav Richard Stabl, Director, Industrial Relations Department J. T. Trenholm & Co., }

Equivalent] Man-days | Cash value
Industry man-day lostin 6 of man-days
wage months lost
Transportation equipment (aircraft, autos, €t¢.).cceoeeeaeocae.. $5.67 3,052,000 | $22, 507,840
Tronandsteel..... ... .cccorenoiecaieaciececeaaccaaes 5. 69 2, 657, 000 15, 118, 330
Extraction of minerals. ... oo . oo 5.63 1, 801, 000 10, 139, 630
Textiles and thelr products. ..o eceeeececans 3.01 2,170,000 7, 833, 700
By (1111110 o PR 5.33 967, 000 5, 154,110
Transportation and communication.. 4.00 , 254,000 8,016, 000
Rubber......coeeeeaeeacaccacaaen. 5.2 618, 000 3, 250, 680
Lumber and its products. . .............. 3.76 774,000 2,910, 240
Domestic and personal service, hotels, ete. 3.00 638, 000 1,914, 000
Tradee.ee e iiacecnanan 4.00 464, 000 1, 856, 000
Leather and its manufactures. ... ... .cccceeuememeiiciaiccaannnn. 4.13 435, 000 1, 796, 560
Nonferrous metals and produets. oo ..o comeiiiiiiaiaa. 4.9 357, 000 1, 749, 300
Stone, clay, and glaSS. .. oo acciaicccaenean 4.28 388, 000 1, 660, 640
Paperand printing. . oo, 5. 50 262,000 1, 441, 000
Building and contracting..... 4.00 345, 000 1, 380, 000
Food. .o eiaas 4.60 299, 000 1, 375, 400
Miscellaneous manufacturing 4.00 271,000 1, 084, 000

THE STRIKE RECORD—1927 TO 1937
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MAJOR ISSUES OF STRIKES—1927 TO 1937

Although the issues involved in the great multiplicity of strikes
occurring over the 10-year period would, if detailed, require a score
or more of classifications, yet they can be generally grouped into three
divisions: (1) Yages and hours; (2) Union organization; (3)
Miscellaneous.

Under these three divisions, the United States Bureau of Labor
Statistics reports that for the 10-year period 1927 to 1937, 44 percent
of the strikes were concerned chiefly with questions of wages and
hours, 40 percent with union organization matters, and 16 percent
with other issues, such as jurisdiction, work surroundings, objection
to certain foremen or working rules, etc. Hours, as a single issue,
was the major cause of comparatively few strikes throughout the
period although hours combined with wages were factors in a number
of the disputes.

About these same proportions pertain to the total number of workers
involved in strikes: 44 percent were connected with strikes caused
chiefly over questions of wages and hours, 38 percent over union-
organization matters, and 18 percent over other questions. About
56 percent of the man-days idle because of strikes between 1927 and
1937 were due chiefly to wage and hour demands, 36 percent to
questions of union organization, and 8 percent to other causes.
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MAJOR ISSUES INVOLVED IN STRIKES
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A STATISTICAL BASE FOR THE MEASUREMENT OF
ECONOMIC LOSSES WHICH ARE CAUSED BY LABOR
DISPUTES

In the effort made by this survey to arrive at some approximation
of the cost of labor upheavals and strikes to our national economy,
we have received a most valuable contribution from Mr. Gustav
Richard Stahl,! industrial relations economist of New York, who has,
from long experience in economic research, presented the following
opinion and data for the measurement of economic losses resulting
from strikes:

Industrial strife no less than war or disease takes its toll of humanity’s economic
resourees. Like war and disease, labor disputes have their apologists. The
wdrrior says war eliminates the unfit and strengthens the strong. The apologist
for industrial strife says business lost by one concern will be handled by its com-
petitors and so there will be no loss within the Nation as a whole.

To accept this philosophy is to disregard the position of the individual or the
business unit. The life of a human being is limited and every day lost through
idleness whether caused by illness or by strikes, is a real economic loss. It has
been said that a business is usually the lengthened shadow of one man, its founder -
or promoter. This is not the place to discuss the growth cycle, or life curve of a
business, but it is patent that the owners of the business have a limited length
of life'and that idleness of the business is a real economic loss.

Although industrial disputes plagued the economic system in the United States
during 1935 and the early half of 1936, they were no source of worry more than a
common cold would be for a healthy woodsman. But in the last part of 1936 and
the first half of 1937, labor disputes arose to such arresting proportions that they
not only checked the Nation’s economic processes but they caused such a con-
fluence of ills that more than 18 months had to elapse before the ills were reduced
to normal nuisance value. It was as if the throat of a human had been choked
almost to the point of stopping the blood and air.

hile the monetary value of the time lost by the wage earner who goes on
strike is the first and most easily measured quantity, only those unfamiliar with
our business system would fail to realize that this i the least of the items included
in the Nation’s strike bill.

Industrial processes today include the technical design of a produet, the plan-
ning and execution of an advertising campaign, the marshalling of a seliing force,
the use of land, plant, and equipment for manufacturing-labor, the arrangements
for raw materials, semimanufactured goods, power, and containers, and finally a
distributing system through wholesalers to retailers, or sometimes directly to the
ultimate consumer. In many cases bank loans are needed by the manufacturer
or retailer and in other large fields consumer financing through installment concerns.

Thus a stoppage of work through a strike has ramifications that spread fan-wise
through the economic fabric. '

It is necessary to emphasize that a stoppage of work through strike action is
utterly different from a stoppage of work through other causes, such as fulfillment
of specific orders. In the latter case the economic machine comes to a slow-down
at a foreseen time as an engine stops, but in the former case the cessation of activity
comes with the destructive effect of a derailment. The strikers’ own term “a
monkey wrench in the gears’ aptly describes the wrecking effect. .

A strike seldom is & mere stoppage of work with the employer free to hire sub-
stitute workers. In today’s technique it is plainl{ designed to extort terms from
the employer that could not be obtained by other legal means. The word “‘other”
is used because strangely enough present-day law takes great pains to protect
“the Tight to strike.” T .

What happens to national productivity when the average worker in an organised
strike stops work? - :

Census figures show that in 1929, an unusually prosperous year and one marked
by relatively few strikes, the Nation’s manufacturing industries employed 8,839,-

wage earners whase labor together with that of salaried workers, management,
investors, and the use of plant and the processing of raw or semimanufactured
materials turned out finished products valued at $70,435,000,000. On a per

1 Whu editor, Supervision Magazine; exeoutive secretary, National Bureau of Economic Researchy
31,
39
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wage-earner basis, that would be an annual business of just under $8,000. The
value added by manufacture was $31,885,000,000. On a per-wage-earner basis
value added by manufacture would be roughly $3,600. Of course, this does not
mean that the wage earner’s efforts alone produced this value. It does indicate
what a veto power labor (or any other element in the manufacturing process) has
on industry. Furthermore, it takes no account of interest, overhead, obsolescence,
which eat up capital while a plant is idle. '

In 1936 American industry employved 7,378,000 wage earners who were paid a
total of $7,544,000,000 and who, working with materials costing $26,263,000,000,
helped to turn out products valued at $45,7569,000,000. Per capita production
would be a little over $6,000 and value added by manufacture $2,600. These
declines, of course, are due to changes in the price level and in the reduction in
working hours.

Production per wage earner per man-day thus may be valued at $20 as a min-
imum average.

Value added per wage earner per man-day may be estimated at $8.66.

For every day of strike idleness $8.66 of value is not added to the raw materials
awaiting processing. Indeed if the strike be prolonged the raw materials may lose
their value. In addition, the manufacturer risks cancelation of orders, demurrage,
cost of strikebreakers, and the daily share of overhead.

For every day of strike idleness per man $20 is not added to the national stock
gmld tll(l.e beneficent effect of $50 circulating through the national business system
is lacking,

In all estimates consideration must be given to the costs resulting from riotix;g
and civil commotion, deaths, injuries and damage to property, extra costs involv
in peace officers’ service, and National Guard mobilization.

or the Nation as a whole, the total value of manufactured products divided by
the number of wage earners employed, would give roughly an output of $6,000
per annum per worker or on a basis of 300 working days, a daily output of $20
worth of goods, f. 0. b. at the factory and at the manufacturer’s selling price.
This $20 per day, of course, includes all items of cost such as raw materials or semi-
manufactured goods used in the plant, the worker’s own wages, overhead and profit,

For every man-day of strike, $20 worth of manufacturing activity is cut off.

This is the primary computation; careful analysis of costs, discounts, sellin
expenses, promotions, and related activities shows that a dollar of manufactu
product at the manufacturer’s door has a diffused value of $2.50 by the time the
economic cycle has been completed.

We are now in a position to measure the damage caused by the strikes of 1937
and the pro%ress of the shock through the economic system which first became
apparent in July 1937, and finally left no doubt by December 1937.
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TABLE 3.—Economic losses due to industrial strife, 1983-87 1

- T [All amounts in millions cf dollars)
Loases of | Lossesof
» | Employ- | Employ- | Materials | Valueof {local busi.| directly |8um total
::‘:fo'; 5| ers’ over- |ers’ added | in process | orders | nessin "‘:j“‘m“. °m’
head Joss3| expense ¢ | tliedup | tled up strike | o busi-| tions$
areag v
48,0 87.0 7.0 160.0 295.0 5.0 435.0 1,110.0
55.6 101.2 8.0 188.2 MU0 620 515.0 1,2718.0
52.2 82.1 8.0 187.7 3.0 53.0 480.0 1,185.0
50.0 74.4 8.0 165.6 200.0 49.8 430.0 1,007.8
140.0 210.0 20.0 320.0 670.0 140.0 970.0 2,470.0

' Estimated and submitted by Gustav Richard Stabl, associate editor, Supervision Magarine.

$ Monetary value of ml_m—dagn lost at national average wage, adjusted b¥ years and by industries.

1 Employers’ overhead includes salaries of management and supervisory stafls, rent, interest, depreciation,
and obsolescence and everything usually counted as overhead.

¢ Includes of guards, lawyers, extra fences, repair of damage to property.

¢ Directly related and affiliated business are those which merchandise, transport, finance, or distribute
products or services, either raw, semimanufactured, or finished at any stage of the general production-
distrlbutlon-consumgtion cycle.

¢ Represents shrinkage in total national business turn-over and represents the tie-up of purchasing power.

The above chart, prepared by Mr. Stahl, presents in graphic form
a measuring formula for estimating the concurring and relevant losses
suffered as the effects of a strike radiate through our economic pro-
cesses. It indicates that the loss of the striker’s wages is only a small
g%lrt of the losses that are eventually incurred by the national economy.
"The chart indicates that the average wage loss per man-day of strike
is $3.93." The manufacturer’s overhead loss amounts to $5.85 and
the amount of materials tied u¥ by the strike have a value of $13.82,
leaving a total primary loss of $23.61, representing value of orders
tied up each man-dey of strike.

However, this $23.61 withdrawp from the circulating channels of
the distribution system create additional expenses to that system.
‘These costs have been estimated at 1% times the value of the dollar
at the manufacturer’s door. This estimate presents the figure at
$35.41 which added to the value of the orders tied up, indicates that
the total loss to the nationa] economy of the circulating power of a
dollar equals $59.02 for each man-day of strikes, or about 15 times
the wages actually lost by the striker. On the basis of this formula
the strikers’ wage loss of $140,000,000 in 1937, multiplies itself into a
total loss to the national economy system amounting to more than
$2,000,000,000.

In table 3 Mr. Stahl, on the besis of his foregoing formula, has
-estimated the costs of atrikes for the years 1933 to 1937, inclusive.

RECAPITULATION

Basing computations on the hypothesis developed by Mr. Stahl it
is possib%e to reach some approximate conception of the economic loss
to the Nation from the strikes of 1937 which would present itself in
figures, as follows:

. Strikers’ wage 1088€8. - o - - v o oo e cem———a $140, 000, 000
Employer's overhead losses. . . . ... .o ..., 210, 000, 000
Value of orders tied wp.. ... ..o ... 670, 000, 000

«Grand total loss to the national economy..ccoeeoemooa.o. 2, 470, 000, 000
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Consolidating the losses shown by Mr, Stahl in table 3 for the 5-
year period, 1933 to 1937, inclusive, we arrive at the following ap-
proximations as telling the story of the stupendous losses sustained b
the Nation from the labor troubles and turmoil of this 5-year period:

Strikers’ wage 1088e8.. -« o oo oo oo ool $345, 800, 000
Employers’ overhead losses. .. ..ooo o ooocoooaaoaoo.. 554, 700, 000
Value of orders tied Up. -~ oo oo v e 1, 922, 000, 000
Local business losses in strike areas. . ... .. .. .. ... 358, 800, 009
Grand total loss to the national economiy.....cooocoeonoooo. 7, 113, 800, 000

It is doubtful whether these imposing figures tell the entire story of
the total waste, charges, and losses sustained by our national economy
from the warfare periodically waged between employers and employees,
or between labor and capital as more commonly expressed. No one
knows where the repercussions and reactions terminate.

The statement has been made that ‘‘the total cost of labor warfare
would be a sum sufficient to pay the entire public debt in less than a
decade.” The accuracy of that statement would probably depend
upon whether the date of its expression was during an era of normal
public debt. Be that as it may, the fact is, we shudder to consider
the cost to the Nation of a war with a foreign nation, yet view quite
complacently a perpetual domestic war which drains the vitality and
resources of the Nation more disastrously, because domestic warfare
not only takes its colossal financial toll, but also tears asunder a nation.
which should remain united.

What is the cost of profit sharing as compared with this cuct?



CHAPTER V

ADVANTAGES AND DISADVANTAGES OF PRESENT EM-
PLOYEE POLICIES

In approaching a survey of existing employee-relations policies and
plans operating In industry, one is first confronted with the varying
attitudes and objectives of the two prrties involved in these policies—
first, the employer who designs and inaugurates the policy, and
secondly, the employee who is the beneficiary thereof. =

Frankly it must be stated that the attitudes and ideas found
among employers were more mixecd, varied, less flexible, and more
difficult of genersi analysis than those of the employees. It would
arpeur to be quite presumptuous to attempt to persuade an , let
alone all, employers to adopt any employee program which differs
from their present policy, for no less an authority than the National
Industrial Conference Board says:

Every executive has some kind of personal ’lphilosophy that is influenced by his
heredity, race, environment, or education. The executives who will admit that

they are not masters in the art of handling raen are almost rare enough for museum
specimens.

Yet, the widespread collapse of employee-relations policies all
along the line in time of stress, with the resultant loss of public and
employee good will, would seem sufficient to compel recognition of
the shortcomings and failures in the field of employee relations. -
Throughout America business executives, concerned with the success
and permanence of their institutions, are giving serious consideration
to the question “What can be done to establish peace and cooperation
in the ranks of the workers?” The absence of an approved labor
policy on the part of industry furnishes much of the basis for opponents
of industry to claim that capitalism has failed in its own house.

As hundreds of employee-relations plans pass in review-—plans of
varied form and structure, plans installed for various purposes and all
operating with equally varied effectiveness—it is not to be wondered
that the average employer seeking a program for his establishment
becomes bewildered and joins in the general question, “What can
be done?” The answer to this question is of paramount importance.

The president of a nationally known industrial institution presents
the problem in these words: )

My company has been successfully engaged in manufacturing for 50 years.
We can repeat that 50 years of success if we can. maintain satisfactory relations
with our employees. gf course, there are other disturbing problems, such as
taxes, unfair legislation, governmental interference, and trade barriers, but, those
problems hit all industry and place all of us on a par in meeting them, while
labor trouble may be localized in oar plant, our industry, and our community.
Therefore it is a problem we must meet in our household; it is our personal,
individualized problem. If we solve it, we stay in the race—if we fail, our com-
petitors who do solve it will leave us behind. Therefore, of all the many trouble-
soxcll:e '%:l)blems of industry, the solution of the labor problem is the most serious
anda vital,
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EDUCATION—A PRIMARY NEED

Confidence and mutual understanding is essential to the establish-
ment and maintenance of industrial peace. The creating of under-
standing is like the “handshake’” preliminary to friendly relationship.
From that point negotiations and cooperation can start.

The knowledge of the economics of business, the problems of in-
dustry, the causes for prices, sales, wages, and production must be
developed in the minds of American workers for they are not only
the jury which will decide the prevailing and impending issues in
the industrial field, but they, and the sentiment which they reflect
to the public at large, constitute the court of public opinion.

Business makes every effort to supply the customer what he wants,
not what business thinks the customer should want or what business
. thinks would be good for him. Likewise, business, as an employer,
should try to anticipate and satisfy the reasonable demands of the
employee. _

How many employers have actually tried to find out just what their
employees need and desire? How many could find out by direct
efforts. Does any employer think an employee is going to hazard
dismissal by telling him face to face what he really wants? If asked,
he will say that he is satisfied.

DO PENSIONS SUPPLY THE ANSWER?

Pension plans in industry rarely existed prior to 1900. However,
social security as an idea was not born in 1933. Between 1900 and
1933 some 800 industrial institutions adopted and installed pension
plans affecting about 4,000,000 employees.

. The subject of pensions becomes complex immediately upon enter-
ing the labyrinth of types of plans, their structure, and the several
methods of financing.

There is considerable lack of accord among executives in industr?r
as to the definition of a pension. Some say it is a ‘‘deferred wage,”
others that it is a “charity,” or “gratuity” and others look upon it as
a “‘reward.”

From out of this conflicting opinion emerges debate wherein some
contend nobody ever “earns”’ a pension, next that if it is a charity it
becomes an improper corporate expenditure, and the idea of its being
a ‘‘reward” is rejected on the ground of the unsoundness of paying
money merely for length of service and longevity.

A pension might be defined as deferred and amortized profit sharing.

The pension 1s an evo!ved effort to overcome a hardship of life—
poverty in old a%e. In the past we provided poorhouses for the
indigent aged. It isnotin conformity with twentieth century civiliza-
tion that a substantial portion of our population should end a life
of labor with an empty reward and nothing for the remaining years.

The {ear of such an outcome is probably the most important cause
of worker inefficiency in the shop and the greatest provocation for
unrest and dizsatisfaction in the life of the average workingman.

The question is: “Are pensions adequate and sufficient to satisfy
the worker and prevent labor unrest and strife?”’

In pursuit ¢ the answer let us advert to the well-authenticated
statistics presented by Mr. Murray W. Latimer in his “Old Age
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Pensions in America,” wherein an examination of 466 representative
pension plans affecting approximately 4,000,000 workers, reveal that
80,000 retired employees are actually receiving aggregate pensions
of $50,000,000 or an average annual pension of $625, amounting to
$52 per month. '

Interesting is the survey conducted by J. . Walters, of Purdue
University, in collaboration with the National Industrial Conference
Board to ascertain the “cost per employee of selected personnel ac-
tivities’” in 1933, Fifty-one companies, with varied size employee
gioups ranging from 500 to 20,000 reported an average cost of $10.33
per employee per year of their pension-plan activity.

this connection the sentiment of employees is important. Typi-
cal is this expression from an employee olp a Klrge Pittsburgh electrical
manufacturing company: ,

Yes; we have s pension plan, had it long before the Government thought of it.
Ours is far better th):n the Federal plan, but what is either or both of them? Most
of us think of a pension as an old-age dole, a charity not far removed from the
county home or the poorhouse. All it amounts to is your “keep” from the time
you can’t work any longer until you can’t live any longer. Both plans give us
board and room after we have spent our lives and bodies in labor.  Would that
satisfy the boss?

From an inspector in an Akron, Ohio, rubber company comes this
complaint:

Is & pension of $50 a month, just enough to barely live on, a just reward for a
long life of faithful service of labor? Is that enough incentive for a worker to do his
ovest and give his all to a company that pays fortune salaries to a battalion of offi-
cials and big dividends and bonuses to a regiment of stockholders? Would they
trade placesst’

_An employee of a large eastern company whose fri_end?r feeling for
his employers is obvious and who is apparently satisfied at present,
suggests a situation fraught with serious consequences both to his
company and several hundred others now maintaining sound annuity
policies in behalf of their employees. He says:

Our company has one of the finest and most liberal annuity plans for its em-
ployees that is to be found in the United States. But there is doubt expressed
a8 to whether the company can support it if the Federal social-security plan
remsins in force. Our plan would have paid us two to four times as large a pen-
sion as the Government will. What's going to happen if our plan is scrapped?
First, we lose thousands of dollars of future income. Secondly, our company
plan has created loyalty and faithful service among our workers. We looked to
the company as the protector of our future security and comfort. If we lose that,
will it turn our eyes and dependence and allegiance to Washington?—or is that
the intention?

There are certain pensicn plens in operation in the United States
that are above and beyond any criticism, plans conceived in honesty
and sincerity, administered with care and accuracy, and maintained
with the honor of a sacred trust. But on the other hand, like the
rotten apple that spoils the rest of the barrel, there are other pension
plans established by employers none too scrupulous in their manage-
ment that have served to cast suspicion over the good plans in the
minds of too many employees. ) )

Regarding pension plans in general, the ex ressions and attitudes
of employees, the conflict of opinion among business executives, to-
gether with the instances of the failure of pensions to “hold the line”
against strikes and disturbances, lead to the observation that the
pension plan in itself is insufficient as a formula to eliminate labor
trouble in this day. :
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ARE BONUSES EFFECTIVE?

The distributicn of a cash bonug, whether annually or at more
frequent periods, calls into consideration a deep study of human im-
pulses and human psychology.

It has been said, “You can do a lot of harm or a lot of good with
any sum. The amount has nothing to do with it. One may be futile
in the use of a billion doilars and helpful with a nickel.”

The experiences of many large industrial institutions in the year
1936 seem to completely confirm the foregoing theory. The year
1936 saw industrial employees enjoy the biggest distribution of cash
bonuses ever known in the history of America. What followed in the
ensuing months, immediately after these cash distributions, seems to
provide the answer as to the value of cash bonuses as employment
stabilizers. That experience would seem to indicate that the dollar
for which a man is grateful is not the dollar he spends but the dollar
he still has in his pocket.

Practically all of the industrial institutions which have had the bene-
fit of study and experience in giving employees extra compensation
have been confronted with the problem that the great multitude of
employvees spend their money instead of saving it and in order to
create a lasting appreciation for the company, or a real and permanent
benefit for the employee, the plan of distribution has had to be
changed into some form of accumulation under which the employee
would enjoy a more enduring benefit.

The testimony presented to the committee by Mr. Gerard Swope,
president. General Electric Co., is pertinent to this subject:

If your sharing amounts to a large amount and the man does not save it you
have really done more harm than good. You’ve got to associate it, it seems to
me, with an educational program impressing the fact that it must not be regarded
as a part of their annual income; that it is something extra and should be put aside
for the rainy days that do come.

Many other emplovers have given the committee similar testimony.
In this extravagant, spend-tempting age, a cash bonus quickly finds
its way to fur coats, new automobiles, and other avenues of spending.
As further evidence, 2,000 juestionnaires were sent to employees of a
great institution which had made a large cash-bonus distribution.
The principal question asked was as to how much of the bonus had
been saved. Seven hundred employees replied and reported the
following:

Eighty-three percent had saved nothing; 14 percent had saved a portion;
and only 3 percent had saved all of the gift.

Such benefactions are fleeting—received today, spent tomorrow—
and soon forgotten. There is considerable evidence that a cash bonus
which cannot be sustained regularly creates resentment and develops
unrest when the distribution cannot be made or even when it is
reduced. An additional criticism found quite prevalent throughout
industry is that a cash bonus, even though paid regularly, soon
becomes recognized as an additional wage payment, and hence, only
adds to the contention over wages. Any extra compensation which
cannot be kept distinct and separate from wages in the mind of the
worker is not only likely to be ineffective in creating a closer relation-
ship and a spirit gf partnership but is dangerous because of the likeli-
hood of leading to demands for bigger and better bonuses.
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EMPLOYEE STOCK OWNERSHIP

Immediately following the World War, “employee stock ownership”’
became recognized quite widely as a means of creating a partner
relationship on the part of employees in industry. In addition to the
objective of developing interest of the employee in his company there
existed also a desire to encourage saving and stimulate thrift by
employees.

Under this program corporations offered their securities, usuall
common or preferred stocks, to employees at a price lower than their
market value. This lower price was also usually accompanied by
unusually convenient terms of payment. In many cases additional
features were attached to the ownership of this stock. Extra divi-
dends were promised if the stock was held a certain period of years;
in other cases, the security had a premium cash value after so many
years, ete.

The experiences of this particular form of employee relations, i. e.,
the ownership of company stock by employees, has had many unfortu-
nate results and for the most part is looked upon today as a rather
unsatisfactory practice. During the years from 1920 to 1930, when
the practice was quite general, there was widespread opposition to
the idea in principle. Organized labor onposed it from its earliest in-
ception. Some economists, bankers, and corporation executives fore-
saw the hazards in the general scheme and maintained their opposition
throughout the era of activity.

The following excerpt from the report to this survey of the General
Electric Co. expresses in a few words the experience of many who
adopted the plan of employee stock ownership:

In 1920 common stock at less than market jirice was offered to employees.
The stock offer was not repeated in subsequent years, because of the unfavorable
effects of market price fluctuations; when the price went up, manv employees
sold, defeating the purpose of accumulation; when the price went down, many
employees were dissatisfied with their ownership.

In too many instances the common stock of corporations was sold
to employees. This placed the employee in the speculative field and
made him the victim of whatever fluctuations in market value might
occur. Examination of a group of the stocks of 60 companies sold to
employees during the early 1920’s shows a drop of between 80 and
90 percent in the value of the stocks held by the employees of these
companies. The preferred stocks sold by these companies reached
an average high of 115 and during the early years of the depression
declined to an average low of 50. The record of the common stocks
reveals that they reached an average high of 140 and declined to an
average low of 20. It can readily be imagined what effect these
changes have had on the morale and attitudes of employee groups
toward these companies.

The reactions in many cases caused the destruction of the loyalty
which had been hoped for and built up through the initial participa-
tion of the employees in the ownersﬁip of stock of the company.
Generally there was a dual misfortune. Severe drops in market value
were generally accompanied by employees suffering unemployment,
part-time work, or wage and salary cuts. Thus, when liquidation of
their investment was Imperative or most needed, the value of their
holdings having radically declined, the resultant losses were hard to
accept.
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The principle of profit sharing was an innocent victim of the un-
fortunate results of this %fneral practice. In many cases comparies,
in sincerity and good faith, announced the sale of their stocks to em-
ployees as a method by which they hoped to share the profits and
prosperity of the company with the employee. Thus the operation,
without proper definition, was described as profit sharing and when
the results were disastrous, profit sharing was condemned.

Two rather extreme cases which affected quite large groups of em-

loyees, numbering some 20,000 in each group, may be referred to.
one of these companies the stock was sold at a price of $30. During
the boom in stock-market prices in the late twenties this stock went
to $450 a share, accompanied by encouragement to hold it with the
Feneral prediction of it reaching a much bigher price. Then came the
ow of $4.25. The other company sold its stock at $60. It rose to
more than $200 per share and then crashed to $10. These are but a
few of the examples of what occurred in these stock-ownership plans
where common stock was sold to employees. Those companies which
sold preferred stock to employees did not have so unfortunate an
experience, although in many cases heavy lcsses were recorded.

n other sections of this report we have emphasized the importance
of the psychological factors involved in any relationship, especially
financial, existing between a company and its employees. This
psycholo%ical factor is esgecially important in considering the reac-
tions of the employee to the purchase and ownership of his company’s
stock. First, there may be the recognition by him that the company
is honestly striving to help him and to assist him in developing an
estate. If that reCOﬁnition exists then there is appreciation of the
relationship. Secondly, however, the employee may consider that he
is doing the company a fa\or by purchasing its stock and thereby
doing s bit toward providing working capital for the company. This
attitude may exist reﬁardless of the price or the terms offered by the
company. Third, if he loses, his resentment may conjure every form
of victimization.

The experience and the results of the policy of stock ownership by
employees, therefore, would seem to offer the urgent suggestion that
in any case where this policy is adopted the company should establish
reserves guaranteeing the purchase value of the stock sold. In the
light of past experience such practice might prove extremely costly
to the company. The second lesson that seems to come out of these
experiences is that common stock should not be sold to employees,
thus subjecting them to the hazards and the speculative fluctuations
of the market.

EMPLOYEE WELFARE PROGRAMS

“Welfare work” is a voluntary activity of employers carried on for
the betterment of conditions among the employees.

Welfare programs or employee-benefit plans are usually prompted
first by the humanitarianism of the employer plus his knowledge of
the inexperience of employees in conserving and investing funds,
and his recognition of the stake of wives and children in the pay
envelope, the community interest which is often best served by the
medical care, which could hardly be maintained by the individual
employee. It would be simpler, by far, for a corporation to disburse
the cost of these aids in cash, but in that case the prospect of real
betterment and permanent service to employees would be lessened.
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Welfare programs carry with them certain dangers of misinterpre-
tation and misunderstanding on the part of emp?oyees. It is ;})ten
char%ed that they are patronizing and paternalistic. This charge can
only be overcome by a program of education as to its purpose. Elabo-
rate outlays of money for hospitals, gymnasiums, community houses,
etc., are often accepted merely as advertising for the employer. If
this impression prevails, the employer is likely to find his work and
expenditures fruitless. This has been evidenced in some noteworthy
cases. It can, therefore, be generally stated as correct that welfare
work brings an advantage to the employer only when it is an enlight-
ened effort and acceptable to the employee.

Welfare programs for the care, comfort, recreation and the improve-
ment of working conditions are plentiful and varied.

The programs of some companies are most comprehensive, includin,
hospitalization medical, dental, and nursing services, and supervi
social and athletic activities, thrift socisties, home building, legal,
and every other aid and every kind of cooperation that a humani-
tarian management can devise to make the life of the employee happy
and contented.

Such programs are praiseworthy and call forth the highest com-
mendation. The spirit and motives of the employer sponsoring such
policies cannot be questioned. These activities are desirable and
necessary and under any general employee-relations program should
be carried on.

Any phase of personnel work which helps to create & more friendly
feeling between management and employee, cannot help but be of
value to the organization. Better acquaintance always produces
better understanding.

Unfortunately, however, in some institutions conducting the most
ambitious of such policies we have witnessed many bitter and severe
labor disturbances.

The answer, it seems, is to be found in the inability of the worker
to translate these services and favors into dollars in time of stress and
unrest. Regrettable as it may be, these benevolences are soon forgot-
ten when the baser passions and sordid selfishness are appealed to by
outside influences.

Welfare programs alone cannot “hold the line” in crises. They
lack that tangible factor—that holding force—necessary to restrain
outbreak when selfishness su{)plants gratitude—and greed is aroused
by the appeals of professional agitators.

WEAK POINTS IN FINANCIAL PROGRAMS

The prevailing weakness in programs for the financial benefit of
employees is the almost universal absence of any provision for con-
serving accumulation of funds granted or paid to workers as rewards,
bonuses, or a share of earnings.

Thriftlessness is 8 human frailty. Only a small minority in all
income classes above the definitely submeiged class (which consti-
tutes . about one-third of the population) manage to accumulate
reserves for home building or permaneut security.

The workingman, generally speaking, cannot save in this extrava-
gant, spend-t.empting age, and if hy does save, he finds it difficult to
mvest profitably and with safety. .
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Lump bonuses of cash, released savings accounts, and periodical
distribution under profit sharing are of little or no avail in satisfying
the eam.’m% of the worker for Yermanent security. -

This problem is a social problem with which the whole of society is
concerned. Any practical formula for the solution of labor troubles
should include mutual accumulation of savings which in turn will pro-
vide permanent and substantial social security.

A properly constructed and properly administered profit-sharing
plan can accomplish the effects sought by other plars plus the addi-
tional benefits inherent in profit-sharing.

Some of the doubts and attitudes of employees toward present
incentive plans are not only interesting but worthy of consideration
for their guidance:

One employee expresses his suspicion and doubt relative to the
benefits he will derive from a pension plan, in the following words:

The one thing certain about the whole scheme is that IF I can earn the allow-

ance, and IF it is guaranteed to me, and IF I get it, then what I will have gotten
will belong to me after I get it.

A mechanic in a Detroit auto-parts plant expresses a thought
which is typical of thousands:

I believe in the system of private enterprise, but with amendments. If it's
a good thing as an incentive to give executives an option on big blocks of stock
with the chance of big Eroﬁts if they make %qod, would it be so terrible to give

ivi

the same incentive to the working group? e employees the hope of a small
fortune years hence, and you would see a grand picture of energy and harmony.

An Ohio Oil employee discusses ‘‘percentage’ earnings:

Executives have excused their hig incomes by having them given as percentage
of profits. Salesmen sell our goods on percentage, but the men (90 percent of
the whole organization) work for board and room—but no percentage or share of
earnings. Why?

Emnvloyee policies for the encouragement of savings accumulations
and for the protection of savings investments, constitute one of the
great needs for all classes of employees. To provide encouragement
of such plans and proper administration is a responsibility of manage-
ment. .

The adoption of any employee-relations plan of ten is dependent on
the cost of the plan. Against the cost of securing employee coopera-
tion, energy and loyalty by means of a benefit plan, the employer
must weigh (a) the cost of strikes, (§) the cost of constant labor turn-
over, (¢) the cost of careless, indifferent labor, and (d) the cost of
waste in the handling of material, supplies, and equipment.

The cost and sources of losses do not always appear on ledgers.

The recommendations and formula, presented in the following pages,
for establishing a broader and sounder foundation for democracy, as
well as for the stabilizing of industrial relations, will receive serious
consideration by those executives who have the foresight to see that
economic and industrial conditions have changed and that democracy
and private capitalism must be able to meet those changes with a
program of sane economic reconstruction. It will require more
wisdom and courage than the mere repetition of platitudes no longer
acceptable to the masses.

The following pages are written in the belief that an enlightened
business management has read the signs of the times and is prepared
to act with fearlessness and wisdom.



CHAPTER VI
WHAT IS PROFIT SHARING?

The survey in considering the term “profit sharing” for the purpose
of the present study, was faced with a problem arising out of the fact
that prior to this time the term “profit sharing’’ had been given varied
and often extremely limited definition. In fact, no two writers or
students of the subject seem to agree as to a definition of profit
sharing.

Practically all of the literature on the subject is limited by the def-
inition designed by the International Cooperative Congress at a
meeting in Paris, France, in 1889. Its definition is as follows:

An agreement freely entered into, by which the employees receive a share,
fixed in advance, of the profits.

In the discussions of this Cooperative Congress, profits were further
defined as being the actual net balance or gain realized by the final
operations of the undertaking in relation to which the scheme existed,
and the sums paid to the employees out of the profits were directly
dependent upon the profits.

or purposes of technical classification of plans this definition may

be practical. However, for purposes of this survey, such limitations
are not desirable since our objective is not the analysis of certain
glans which might fall within a definition announced 50 rears ago,
ut rather an analysis of the existing employer-employee relationship.

The committee was, therefore, Faced with the problem of what
should be regarded as profit sharing by this survey.

Practically, a formula should be sought which will not only be sat-
isfactory to the workers but which will create a real consciousness of
their relationship to the industrial operation, thereby helping to make
capitalism intelligently democratic.

Are we particularly concerned whether or not the appropriations
of anf7 concern for employee benefits, in excess of contractual wages,
are classified in one or another category or whether they meet the
specifications of an accounting technique, which is not standardized
for all types of businesses, or are we specifically interested in the
(a) fortification of our democratic form of government; (b) preserva-
tion of our system of private capitalistism; (¢) amelioration of labor
disputes; and (d) cementing of employer-employee relations for the
comuuon welfare?

We believe that the determination of whether profit sharing pro-
motes those latter enumerated objectives are paramount, rather than
to define within either broad or narrow limits the term “‘profit sharing.”

Is not every unrequested increase in wages a theoretical sharing of
past, present or prospective %x;oﬁts; is not every dollar expended for
the diverse classes of welfare benefits of the personnel of any business
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organization a charge against prior, current or expected fains, as
much of a distribution of profits as are payments to employees in
accordance with results determined by a specific accounting formula?

From a purely accounting point of view, profits represent the
income remaining after all expenses are paid. For income-tax
purposes generally the costs of profit-sharing plans, while deter-
mined by profits, are included as operating expenses, just as are
the payments to retirement and other benefit funds. Accounting
records can be used as a basis for a technical distinction between a
profit-sharing plan and a fixed retirement plan, but such records
cannot be used as a basis for segregating actual profit sharing from
operating expenses because the existing accounting practices are
inadequate.

Profits represent the excess of income over the market cost of land,
labor, and capital. Theoretically, therefore, all payments to labor in
excess of those required by the market would constitute a sharing in
profits. From an accounting point of view, these excess payments are
not distinguished from the market wages; in certain instances these
excess payments may be included as expenditures and again they may
appear as profits. The profit system and the individual capitalistic
system are economic concepts. Analyses affecting them, therefore
must be fundamentally economic; they cannot satisfactoriiy be based
on accounting procedures which do not recognize the economic
differences.

Fundamentally, therefore, the profits which must be considered as
being available for sharing with employees are not limited to those
which appear as a result of accounting procedures. All payments
to employees, regardless of the form in which they are allocated or
distributed, which are in addition to the market or basic wage rate
must, therefore, be included in the concept of profit sharing and
must also be included in the considerations of this survey.

A definition of profit sharing satisfactory to all students of the
subject, and at the same time 1n harmony with the opinions of em-
})loyers and employees alike, is as difficult as satisfactorily defining,

or all purposes, values, labor, hilanthro;:f', and even democracy.
Academically and Eolitically each have a different significance. It
might be well for those who insist upon a limited, narrow, and arbi-
trarg' definition of profit sharing to supply a similar restricted definition
of the terms mentioned, which if successful, might substantiate their
limitations on profit sharing.

Theoretically many students when defining the term ‘profit
sharing’”’ make a segregation of the expenditures thereunder into
two or more divisions. For the purpose of this study we shall con-
fine ourselves to the two main divisions—e. g. ‘“Percentage profit
sharing” and “Welfare and benefit payments.” Some authorities
contend that the latter type of expenditures are manifestly not a
form of profit sharing because as such they are carried on regardless
of whether the results of operations show profits or losses. Obviously
on the other hand, so-called welfare expenditures can be continu
only so long as the business shows a profit. Even in those instances
where the benefit outlays are included in the costs of operations and
passed on to the public, competition of non-profit-sharing organiza-
tions may disrupt the well-intentioned plans unless, of course, the
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benefiting personnel sufficiently contributes increased efficiency and
lower costs of production as to justify the continuatior of the plan.

EMPLOYER-EMPLOYEE CONCEPTIONS

In any practical, realistic study of specific plans and programs, the
student or analyst who attempts rigitd and arbitrary definitions of
profit sharing will be confronted by— .

(@) The employer who conceived profit sharing to be best exempli-
fied by the paying of the highest possible wages-—wages substantially
above prevailing rates. Said Mr. Edsel Ford, testifying at the public
hearings of the committee:

We started out by announcing a profit-sharing plan in January 1914 by intro-
ducing the $5 minimum wage, which was an increase of 28.5 cents an hour over
the going rate of 34 cents per hour at that time. This profit-sharing plan con-
tinued in force until 1920 when a8 minimum hourly rate of 75 cents per hour, or
$6 a day, was established.

Who can say this was not profit sharing? Who can convince the
emt{goyees of the Ford Co. that they did not share profits in 8 most
definite and practical manner? Who can logically declare that Mr.
Ford did not share profits, or that he violated the rules of profit
sharing? And if he did, whose rules?

(d) %‘he employer who predicates the profit-sharing payment on a
percentage dividend of the wages and, in connection with this, enforces
certain accumulations which will insure thrift being practiced, together
with other requirements which are to grotect the worker against his
own weaknesses. This plan and these ideas embrace the profit-sharing

hilosophy of that emEloyer. On what ground shall we contradict
Eim? At the public hearings of the committee, Mr. Richard R.
Deupree, president of the Procter & Gamble Co., testified as follows:

The philosophy back of our start in profit sharing was that a workman should
be a good citizen and that anything which could contribute toward that would
be helpful to our whole economy. Colonel Procter set about to find a way to
help a man create an estate, a protection against old age and a decent place in
which to work. Our contribution is not distinctly related to profits, it 13 made
regardless of the profits of the corporation. We ask the employee to make a
contribution and we add a profit-sharing credit running from 3 to 15 percent of
his wage depending upon lergth of service.

That formula does not conform to the definition laid down by the
Paris Congress in 1889, yet it is the plan :Eerawd by the company

erally recognized by all students and authorities as the oldest and
ﬁiﬁt known profit-sharing institution in the United States.

(¢) The company which, in the judgment of its management,
decided it could do the greatest service to its employees by adopting
a pension plan, thus insuring the comfort and security of its employees
in their old age. From its profits the company pays a substantial
annual premium for the maintenance of that pension system during
the worKing years of the employee. To contend that such a system
is not profit sharing, or a sharirz of profits, is to ignore the record of
companies which have abandoned such plans when financial reverses
appeared and the absence of profits made the payment of the premium

impossible.

ﬁ'iustrative of this form of profit sharing is the efficient and well-
administered pension or annuity plan of the Socony-Vacuum Oil Co.
It might be well to consider the attitude of the management of this
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company as expressed in the testimony of Mr. John A. Brown, chair-
-man of the board of that company, who says:

In our view, any contribution from the earnings of the com&any that goes for
the benefit of the members of the organization, above the regular wage scale, is a
form of profit sharing. It may take a variety of forms.

We have had a pension plan operating as far back as 1903 which was entirely a
company-administered plan paid for by the company. We carried on in that
way until 1931 when we changed the form of the plan. The present form is a
contractal plan, jointly. financed by the company and the employees.

The retirement annuity is based on 2 percent per year of service, based on
actual salary classification from year to year, the employee contributing 3.6 per-
cent of his salary, 3 percent for annuity and 0.6 percent for insurance, this being
both an annuity and an insurance plan. The company makes up the difference
in the current cost which is on the average of about 4)4 percent. The insurance
feature of the plan is approximately a year’s pay. The subscribing employee is
eligible for normal retirement at 65 for men and 55 for women, or after 40 years
of service regardless of age. If they retire they receive an annuity based on 2 per-
cent for each year of service, based on actual salary or wage classification from
year to year for service. The cost to the company, as we are going today, for
the old plan that was self-administered and the past service funding which we do
from year to year, and the current liability, brings us in the neighborhood of a
cost of about $7,000,000 a year. On the basis of 1937 the employees are receiving
a sum equal to 28 percent of the sum paid to stockholders in dividends, or 11.8
percent of the net profit. We have about 35,000 employees in the United States,

A profit-sharing plan, such as the foregoing, does not conform to
the limited definitions so often attempted to be applied to an interpre-
tation of profit sharing, yet by what perverted logic can it be argued
that it is not profit sharing?

(d) The company which, in addition to certain “welfare’” practices,
desired to share profits through the payment of a cash bonus at times
when profits permitted such distribution, but who did not deem it prac-
tical to establish a legally contractual obligation which might impair
its financial position and at times of low earnings prove em arrassm%.
An instance of this kind was the case of a large corporation which
distributed such bonuses from time to time, the maximum of these
being a cash distribution of more than $12,000,000 at one time.

Can it be denied that this was a sharing of profits? Can it be
denied the Ylurpose of profit sharing did not motivate such distribu-
tions of cash from the profit fund? May not the individual or the
corporation who, in effect, says: “I am desirous of sharing profits
when we make them, and I will share and distribute profits to em-
ployees when business conditions and earned profits permit,” be
credited with having a sincere desire to share profits? Can such an
individual or corporation, acting sincerely and in good faith, yet
cautiously, be denied classification as a profit sharer?

(¢) The employer who from his observation of the social and eco-
nomic conditions prevailing among his employees, and in his own good
judgment based thereon, conceives that the most practical service
and benefit he can render his employees is in doing those things which
will contribute to their social, health, and recreational betterment by
providing comprehensive hospitalization, free medical care, educa-
tional facilities, and athletic and recreational opportunities.

Many are the employers who have devoted their sharing of profits
in this direction. In this field of “welfare and benefit programs” might
be cited the company which oriﬁinally spent more than $12,000,000
for the construction of a modern hospital, a well-equipped gymnasium
a library, a collefe for manual training of trades as well as the soci
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sciences, and extensive athletic fields and playgrounds of every de-
scription.

There can also be cited the company which expended several million
dollars for the construction of four modern hospitals wherein not only
every type of medical care was available, but annual clinical exami-
nation, both medical and dental, were available to the several thousand
employees without charge, the cost to the company being in excess
of $1,500,000 annually.

There might also be cited in the field of “welfare service” the corpo-
ration which desired to improve the general living and social conditions
of its employees by constructing a model industrial city and, in pursuit
of that commendable purpose, expended several million dollars in the
construction of attractive modern homes of architectural beauty situ-
ated in a landscaped area with winding drives and clean avenues, so
attractive in fact that there could be no envy on the part of the worker
ti)lwa;d those who might live in any other so-called finer section of
the city.

By what twist of logic can these institutions be refused classification
as profit sharers? Where, if not from profits, could these vast expend-
itures come? How could these extensive welfare Brograms be main-
tained if not from the profits of the company? Does it not appear
that to deny such institutions the credit of sharing the fruits of pro-
duction with those who help produce them, resolves itself into an
attempt to question the jud'iment of these employers as to which was
the better way to improve the conditions of their employees? If it is
to be a matter of opinion, whose opinion is best—the student, the
writer, the theoretical observer, or those who are face to face with the
Kroblem and who are handling the physical situation according to their

est judgment?

And so one might proceed through the varied types of employee-
relations policies whicE have been adopted, according to the judgment
of the employer, as the most practical manner of benefiting the em-
ployees; Yans established in good faith and with a sincere desire to

ive empﬁ)yees a larger share in the fruits of their toil. The employer
ieves and insists he is sharing profits. There are also many
instances wherc employees are accepting and interpreting certain
policies of extra compensation resulting from earnings or s~vings or
increased production, as profit sharing.

Who, it may be asked, is to be the judge—the theorist or those
actually engaged and participating in the practical operation?

In bx;ief, tllle atwmﬁ)t to drgw fine aillist,inct.iom; betweer;i digerent
t of employee policies, and especially to segregate profit sharing
% strictpan{l narrow limits, is sllzcilar to attempting to say whether
a medicine is more superior in value when administered in capsules,
tablets, or liquid form—all of which may serve the purpose.

We have approached the subject from the higher and broader
purpose of see a formula for a wider application of the capitalistic
economy by extending the direct benefits of the profit system to the
la%est possible number of citizens. ] .

xperiences, rather than theories, is the source from which practical
results must be drawn. To be practical rather than technical, realistic
rather than theoristic; to evaluate effects—values—recsults—has been
the primary purpose in strivinﬁ for a fortification of democracy—
socially and industrially—as well as politically.
136738—39——5 I



CHAPTER VII
THE PHILOSOPHY OF PROFIT SHARING
THE HUMAN EQUATION

Profit sharing has generally been predicated on the importance of
balance sheets, financial statements, and production schedules, and
their relation to net profit. Its introduction is not wholly dependent
upon any of these, but its successful operation favorably affects all
of them.

The testimony of executives and employees of institutions which
have a;:iplied intelligent profit-sharing plans indicate that profit sharing
is not dependent upon present or existing profits nearly so much as
profit making is dependent on profit sharing.

We are considering a social problem rather than an accounting

roblem. Social problems have to do with human beinfs. There-
ore, since this survey has been directed to the study of employer-
employee relationships as they may influence mass sentiment toward
democracy and free economic enterprise, it is imperative that appraisal
and analysis be made of the human being involved—the working-
man—his reactions, impulses, desires, and ambitions.

No one has epitomized this thought better than the brilliant
financial editor and writer, Royal F. Munger,! whose understanding
of business and finance hes as 1ts basis a rare social mindedness:

Few statesmen, still fewer merchants or businessmen, have adequate realisation
of the value of a human being as an economic unit. Those who do have this
realization achieve a success which the uninformed find incomprehensible. The
empire builder who protects the loyal and thrifty is merely oiling and shelterin,
his own machinery. The lamllordy who fills his building or his land with goog
tenants will prosper in the end. The general who keeps his soldiers alive will end
with an army of veterans. Human brain and muscle is the only stuff from which
ultimate success can be fashioned.

The chief wealth of any country is its people.

Daniel Willard, one of the most successful of industrialists in dealinﬁ
with labor, advises: ‘“Always put yourself in the other fellow’s place.
To do this, it may be necessary to transfer the outlook from the
mahogan{ desk to the machinist’s lathe and move from the broad
avenue of mansions to the narrow street of little homes. Regardless
of location, position, or condition, we will find the same basic and
underlying desires and aspirations, the same virtues, the same weak-
nesses. Many seem to ignore this fact in considering the worker
group. )

Many emploirem have given little study to understanding human
beings. They frequently ignore psychological factors in dealing with
human problems, yet psychology controls man and his behavior more
than all other factors combined.

'Pinmgistlodltor,OMMme
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WORKER AN INDIVIDUALIST |

The American is an incurable individualist. He is bred in a tradi-
tion—that of individual effort. He must have wide range for his
ingenuity and initiative. Other races and nationalities, o? sub-
jugated and ruled, may lend themselves to regimentation under un-
iimited authority, but not the American. Neither does he accept
kindly the idea or suggestion that he is only one of a ‘“‘class.”
whole experience, and that of his fathers, has been one of individual
effort, individual ambition, and individual progress.

He believes his individual rights are not class rights, but human
rights. It is foreign to American tradition for an American to think
he is fighting for his class against another class. He supports what
he believes to be right and in the interest of all humanity. ‘We should
strive to preserve this idealistic and individualistic concept.

Certain developments in our industrial operation are _tendi.n(f to
destroy the worker’s conception of his identity as an individual.
Dealing and treating with him as a group submerges his individual
status. The assembly line creates in him the impression that he is
only a “cog” in the operation. Too often labor is employed and
dealt with as a commodity.

In spite of assembly lines and %roup handling, the employee’s indi-
viduality can be maintained by placing him on an independent finan-
cial basis through a wisely selected profit-sharing policy. Such policy
tends to create in every American worker the consciousness of his op-

ortunity to become a capitalist—a beneficiary of the profit system.
ether at the bench, the counter, or the desk, he gains and asserts
a new self-respect.

ENEMY NO. 1—FEAR

One of the great enemies of all men—especially the workingman—is
fear. Every man, to a Freater or lesser degree, fears failure, loss of
job or property, physical break-down, poveity, and the uncertainties
of the future. -

The two fears of the workingman are: (1) Loss of job, and (2) pov-
erty in old age.

rom the standpoint of health, happiness, and clear thinking, we_
must recognize the pernicious influences of doubt, distrust, and anx-
iety. Does Aanyone fully appreciate how devastating is the fear of
the “pink slip” of dismissal on Saturday night—the fear one feels
that personal security is tottering, that his family may soon be in
want? Here is the insidious factor which works to break down
morale, rendering the victim an easy prey to the leaders of false causes.
The “madness of crowds,” which history has often chronicled and
which some of us have observed at first hand in recent times, can
destroy judgment and reason and set law at naught.

Many of our working pogulation have little, if any material security;
and inasmuch as we have placed so much emphasis upon such security
of late, the lack of it excites a horrible fear, reflecting itself in constant
worry and anxiety. This overhanging fear is one of the great under-
lying causes of mass unrest, and one of the great conwributing factors
which make the workingman responsive to emotional appeals and
gullible to fallacious promises and philosophies.
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Over a century ago Victor Hugo wrote “The misery of a child is
interesting to its mother; the misery of a young man is interesting to
a woman; but the misery of an old man is interesting to nobody.”
The truth of Hugo’s statement th~t ‘“the misery of an old man is
interesting to nobody”’ is exemplified by the fact that each year in
America between eight and ten million people, 65 years of age or more,
end their active days in penury or want. Can such a situation be
regarded as a personal problem and a matter for individual adjust-
ment? The employer is not obliged to save an employee from becom-
ing a public charge after his years of service are over, but to assist
him to a life of independence is social insurance for both. It may not
be a moral responsibility resting on the employer, but it is probably

the greatest single cause of individual worry and anxiety; it is one of
our great social problems.

It inay be said that this problem has now been assumed by Govern-
ment through the Federal Social Security Act; that through a Federal
pension scheme the worker will be taken care of in his old age, and
that this problem need no longer be considered by industry as a threat
to private capitalism or democracy. On this point, therefore, the
question is, Is it desirable to have thirty to forty million wage earners
turning to centralized government for their protection in the future,
or shonld a relationship between employer and employee be fostered
based on interdependence and mutual helpfulness?

LOSS OF JOB

The man with a family is dependent on regular work at fair wages,
not only for his own livelihood but for the maintenance of his family.
Workers can no longer depsnd on continued employment through the
{ear, no matter how willing and able they may be. We shall have
abor tranquillity only when some form of insurance or protection for
the worker has been designed to overcome this weakness in our em-

loyer-employee relationship. As long as the uncertainty of a liveli-
ood exists it will remain as a source of discontentment and unrest.

A worker in a watch company in Illinois expresses his thought as
follows:

I believe that after a man works for 8 company a number of years, he is depend-
.ent on the company for his existence. The company should pay him a living
wage—not a wage which only allows him to exist, but a wage that enables him to
live in a true American way—and guarantee himr the right to work as long as he is
physically able. In other words, the job would be the worker’s property as much
as the stockholders. Of course, you can call this socialism or communism, but I
believe it to be conservatism. The term means “to conserve or to save.” This
would tend to conserve the capitalistic form of government instead of breeding
discontent, which ultimately leads to radicalism.

From the plant of a New York candy manufacturer, an employee
states the case of the worker’s needs and desires, thus:

The average workman wants to make his work count, to advance reasonably in
‘wealth and security, to see his children better off than himself. That is the
road he has traveled ever since the founding of this country until we broke the

laws in 1929. Let us start over again with a square deal, and he will con-
_‘gmugils}is ptll':)greas, steadily as a tide, as long as waste, greed, or monopoly do not
ar his path.
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INABILITY TO SAVE FOR OLD AGE

“Life begins at 40" does not describe what happens to the average
American industrial worker. If workers are unable to meet their
living expenses and at the same tima set aside sufficient savings to
provide security and comfort for themselves and their dependents in
old age the industrial system should strive to make such adjustments
as will aid in overcoming that condition. ) )

The situation is summarized as follows in America’s Capacity to
Produce, issued by the Brookings Institution:

The forces controlling the division of the national income between saving and
spending are of great concern. Since the continued functioning of the economic
syslem 18 motivated by the flow of money incomes, the steady and efficient
operation of our economic society depends closely upon the allocation of moneta?
income betw cen savings for capital and expenditures for consumption goods. If
one kind of adjustment is maintained we may have steadily expanding production -
and rising standards of living; if another adjustinent exists, economic growth may
be retarded.

Analysis of the report of family incomes and family savings for the
zea;‘ 1929 by the Brookings Institution, not only indicates the distri-

ution of income among the four groups of our population (the poor,
lower middle, upper middle, and rich), but strikingly portrays the in-
ability of millions of workers to save for old-age secunty:

Average

Class Income per family Nmm&blf;‘" E?:ﬁ‘&'{ mm“h ,‘M"! . me “;3“

. family
, 354, 000 59.525 | $18,879,000,C00 $#8.97
864, 000 32.263 26, 452,000,000 420.49
096, 000 7.629 17,651,000,000 | 2,411.26
160, 000 . 582 14, 749,000, 000 | 47, 593. 76

27,474,000 |....oo.... 77, 731,000, 000

Wo find that out of 27,474,000 families, averaginﬁ 4 persons, which
participated in a total income of $77,731,000,600, the average income
of 16,354,000 of vhose families was only $1,154 per family with average
savings of only $48.97. )

How much hope and ambition is possessed by the individual having
such a financial status? How much unreasoned resentment against
our economic and political system is engendered by such a seemingly
hopeless situation?

owever, one company in the United States has so completely
solved the problem of old-age security for its workers, and has so
thoroughly convinced the workers of the integrity and staf)ility of their
plan, that in that institution, through the rank and file of the workers,
there is voiced by the workers themselves, the enthusiastic conviction
that for them at least, “life begins at 60.”

The sentiment expressed by thousands of employees and confirmed
by the observations of employers operating effective employee policies
would seem to offer strong proof that the consolidation of profit
sharing with permanent saving for (1) insurance against unemploy-
ment, and (2) providing for the building up of an estate at “‘the end
of the road” will go far toward solving the major industrial, social,
and political problems in America.
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SOCIAL OR POLITICAL IMPLICATIONS OF PROFIT
SHARING

Aside from the economic factors, profit sharing has political impli-
cations.

There is a great struggle in the world today between two competin
systems. The system of capitalism or private profits by individua
initiative, on the one hand; and the system of state ownership or state
control, on the other. Great Britain, America, and the other democ-
racies are functioning under the system of private capitalism. Russia,
Germany, and Italy have state socialism in various forms. This
difference in policy mafr be a difference in psychology. In private
enterprise the individual tries to solve the problem locally by coopere.
tion within an industry. The government remains the servant.
Under state capitalism, private enterprise steps aside and the govern-
ment attempts to solve the problem centrally and becomes the master.
In the former case, the citizen supports the government; in the latter
case, the government tries to support the citizen. In one case, ad-
ministration is decentralized and supple; in the other, it is rigid and
and centralized in a bureaucracy. lV)Jnder private capitalism the
standards of living are generally high; under socialism the standards
of living are those of meager subsistence.

In the })ast 5 years, according to the records of the United States
Bureau of Labor Statistics, there have been something over 12,000
labor disputes and strikes; these disputes, involving 6,469,331 em-
ployees, caused a loss of 96,005,400 man-days of work or approxi-
mately $500,000,000 income to labor with a resultant loss of several
billion dollars to industry and the country.

In from 55 to 65 percent of such disputes and affecting from 65 to
75 percent of the employees involved in strikes, the major cause was
wages and hours of factory labor. A satisfactory method of group
compensation has yet to be invoked by industry generally if such a
condition is to be obviated. Yet individual companies have applied
the principle of profit sharing which provides the differential which is
missing. N

1f we can overcome those wage practices which cause violent
shocks to the national economy we can continue to function under
our system of private enterprise. Until state socialism has proved
more workable, more eflicient, a better provider of goods and of a high
standard of living somewhere in the world, it would scem foolhardy
to abandon capitalism for it.

Not merely the United States but the entire world is in & critical
stage of political and economic evolution. State management and
control as manifested in the Communist-Fascist-Nazi countries is on
the uptrend. It is of doubtful efficiency and not satisfying to the
individual. The system of private enterprise has the manifest
advantages of flexibility and multiple opportunities for individual
effort. Profit sharing between capital and labor opens possibilities
of industrial evolution along constructive lines. It would provide the
basis for that gradual growth which is essential if we are to avoid the
revolutionary violence that has atternded the emergence of state

socialism elsewhere.
4
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ECONOMIC VALUES OF PROFIT SHARING

Theories as to the cause of business cycles are numerous. The
he)})othesia which will probably receive greatest support is that the
reduction of income and purchasing power of the greater consuming
groups results in goods produced finding no market, followed by falling
prices, stoppage of production, reduction of jobs, unemployment,
stagnation. Here is the “vicious circle” so often referred to. Wages
not only constitute the greatest factor in production costs, but are
the largest factor in tpurc ing power. It must be remembered that
nearly 85 percent of the national income goes to persons in gainful
occupations. When wages remain rigid, the flexibility necessary to
effect a balance between selling prices and consumer buying is missing
and our economic sl};stem is stalemated—no buying, no production;
no production, no jobs; no jobs, ne pay roll; no pay roll, no purchasing
power—and there the circle is completed.

There we have the basis upon which to study the economic signifi-
cance of profit sharing. Wages, now a fixed and rigid factor, must
have a differential which will relate or gear income, profits, and selling
prices. Profit sharing will supply that differential. It will cause
wages to vary with profits, thereby effecting less rigid production
costs to permit adjustment of selling prices whenever consumer buying
shows signs of contraction. Profit sharing will stabilize not only
industrial production and employment but also consumer purchasing
power and profits.

At present, when danger threatens, what happens? Labor fights
reduction in hourly wage rates. This forces employers to seek job
reduction. They discharge men. Thereupon, under our existing
relationship with government, government steps in with relief pro-
posals to repair the damage. It “‘makes’ work and pays relief wages.
These wages are often lower than the wages in private employment.
In other words, the result originally sought by private owners (reduc-
tion of wages) is accomplished in another way by the state. The
worker’s wages are cut, with the important difference, however, that
in public work there is the stigma of charity, whereas in private em-
ployment the reduced wage would have been a temporary sacrifice.

Modern economy requires a balance wheel, a shock absorber, during
periods of strain when production outruns purchasing power. This
subject of economic flexibility gives to profit sharing new and greater
significance. To keep up wages when selling prices shrink 1s bad
arithmetic. Wages, as well as all other costs, can only come out of
selling prices.

Costs cannot continue to exceed the sales price. Economic society,
including organized labor, frequently has been the victim of a fiction
that high, rigid wages insure pro'is‘glenty. High wages are an indication
of prosperity but not a cause. e potentialities of profit sharing, as a
means toward supplying the flexibility needed in our industrial opera-
tion, are worthy olf) the most serious and careful consideration.

WILL PROFIT SHARING CREATE PROFITS?

Probably one of the most important factors in connection with the
philosophy of profit sharing which businessmen might consider is the
effect of ““profit sharing’ upon “profit making.”
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Heretofore some successful executives, whose opinions must be
respected, have claimed that a profit-sharing plan will pay for itself in
that it tends to create more profits over and above what normally might
be expected from the business under given economic conditions.

No one will deny that the forces producing profits and losses are
myriad and complex. It seems obvious that for any company to
make a profit there are certain things it must have and certain thi
it must do. It must produce an economic good or service; that 1s,
meet the needs or desires of consumers; it must have management to

uide its efforts to sell, finance, and improve its products; it must
Eave production facilities that meet technical requirements of manu-
facture and the requirements of the market; it must have sufficient
capital to meet the demands of operation; it :nust have a labor force,
sufficiently skilled to produce the goods withii: the limits of costs
deemed necessary to conduct operations in given quantities at a
satisfactory price. All these things, and more, are necessary if the
company is to achieve some degree of success. If any one of these
factors 1s off balance it is reasonable to conclude that the company
would not make the anticipated profits, were t.ese factors properly
adjusted. Consequently, 1t seems reasonable to conclude that no
single factor is responsible for profits, although numerous statements
have been made to that effect.

Management has said, “Without management there are no profits. ’
Labor has said, “Without labor there are no profits.” Capital has
said, “Without capital there are no profits.” Each of these state-
ments is true. But management, labor, and capital must unite to
make a profit. These three factors are dependent upon one another.
While now it is generally agreed that they all contribute to the making
of profits, the present warfare between the groups indicates more
concern as to how the profits are to be divided, than how to unite all
interests to make more profit.

It is not so difficult to conceive the other side of the picture where
profits are made in spite of the efforts of Management or Labor. Pre-
sumably, a badly managed business—a marginal producer—operating
in a certain phase of the husiness cycle, might make a profit in spite of
the shortcomings of management. Likewise, a highly efficient labor
force might overcome the bad effects of poor management or e poor
labor force might nullify the efforts of a highly efficient management,
and outside influences might overcome the best efforts of each.

It seems reasonable to assume that a given management, having
at its disposal sufficient capital and producing an economic necessity
in goods or services, will do a better job of profit making under any
business conditions—if teamed up with a labor force that is highly
efficient and has a distinct interest in the company over and above a
mere wage agreement. Likewise, the same management under the
same conditions, but teamed up with an inefficient labor force that
has no particular interest in whether or not the business makes a
profit, will have a harder time making a profit.

Practically every employer or institution now operating a successful
profit-sharing plan has presented testimony and evidence in support
of the contention that profit sharing is not only a peacemaker, but a
profit maker. While some companies have distributed substantial
and imposing syns of money through a long succession of years—
sums which would appear on the surface and to the uninformed as
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heavy drains upon the treasury-—the executives of these companies
almost uniformly declare that their system of sharing profits has in
reality imposed no actual cost burden on the company.

This result, which may appear paradoxical and surprising, is ex-
plained in most cases by the &ct that the system has inspired a greater
personal interest in the worker, aroused his selfish desire for greater
profits, and brought him into a thoroughly cooperative effort to in-
crease profits of the company by stimulating production at lower cost,
conserving materials, creating savings of waste, protecting the product
of the institution, stimulating greater sales effort, and bringing into
harmonious cooperation all the operating and productive factors of
the company operation.

What is the value of a dependable employee? Many employers
emphasize the fact that once profit sharing has gained the confi-
dence of the employees, dependability and responsibility in the indi-
vidual are definitely increased. Tl's is a factor of greater importance
than may at first appear. The evidence with respect to conditions
prevailing in establishments affected by strikes and labor trouble in
1937 is quite conclusive on the point that invariably the unrest and
violence were incited by a small minority group of employees and in
most cases by the younger members of the worker group who, having
no responsibilities or commitments and being more gullible to the
claims and promises of agitators, adopt the militant and violent atti-
tude which in most cases suffered no opposition from fellow workers
because the majority felt they did not have a sufficient material stake
to warrant physical opposition.

It is apparent that the creation of dependable and responsible em-
ployees would be an ever-present deterrent to the irresponsible type
of employee who not only foments trouble and unrest, but who wastes
time and materials and abuses equipment. It is also quite apparent,
and the situation exists in many plants, that the irresponsible type of
employee who wustes materials, is careless of machinery and equip-
ment, and who “soldiers’” on the job, is made very uncomfortable
and either changes his attitude and tactics or is forced to seck em-
ployment elsewhere, if the majority have a sufficient profit prospect or
profit-sharing fund to protect—something worth fighting for. This
means industrial peace 1nsurance.

THE POWER OF INCENTIVE

When you assure a man only a livelihood and offer no grand prize
for extraordinary effort, he may do his bit, but he won’t do his best.

We are not primarily interested in considering a spirit that fits with
the Golden Rule, but rather that which fits with human nature.

Under a scientific and intelligent formula of profit sharing, which
properly considers the psychological elements that control human
nature, the gearing of the income of each and every worker with the
net profit of the corporation as such, should greatly increase the indi-
vidual and group productivity. The direct increase would result
from causing each worker to become selfishly intervsted in increasing
the efficiency of every other worker. The direct gearing would result
in harmonizing the selfish interests of each and every worker with the
selfish interests of management and ownership, that of being centered
in the net profit of the corporation.
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As an example of the driving power of Froper incentive, an illustra-
tion is afforded in the reported action of the General who when his
funds were exhausted, paid his soldiers with checks drawn on the banks
in the city just ahead which he was desirous of capturing. In order for
the checks to be paid the city had to be ca&turod. It was captured!

Just how can we differentiate between the man with money and the
man with muscle as to the selfish instinct of each? How can we place
them in different categories? Does the fact that one has money and
the other hasn’t, indicate that the one without money doesn’t want to
make money? If the man without money were offered an oppor-
tunity to invest his manual labor, wouldn’t his work, his efforts, be
similarly stimulated if the same lure and hopes of gain were offered
him, as were offered for the investment of his money, which he hasn’t
got, but which every normal human wants to get?

The prospect of private gain and the spur of necessity are the only
universal incentives to greater effort. e more & man knows he
can do for himself, the more he will do for himself. The more the
State does for the man, the less the man will do for himself. Self-
reliance, under either the spur of necessity or the incentive of high
reward, can be as strong as steel, but without these stimulants it can
become as frail as a reed and soft as putty.

Whether articulately extﬁressed or not, every workingman wants,
and feels he should have, the opportunity to increase his own income
by his own greater effort, his own greater efficiency and his own
greater loyalty to his task. Given the opportunity he will produce
results; denied the opportunity and he reduces results. He should
not have to depend upon the good will or whim of a foreman or super-
intendent. The American worker is an individualist, by tradition,
heritage, and teaching. Individual recognition as a partner in an
enterprise arouses responsibility, lpride of partnership, sud the personal
selfishness to win the rewards of partnership. His interests become
blended with the success of his employer and his enterprise. He and
his coworkers will make an “uncorafortable atmosphere and environ-
ment’”’ for the faithless fellow worker. Self-supervision supplants
managerial supervision. He will not only strive for, fight for, and
increase his own income, but he will stabilize and increace the profits
of his employer.

Those who produce have an interest in the profits of production.
Establish that interest and the result will be more production and
mo:fe profits, and the elimination of class distinctions, and group
warfare.

RELEASING POTENTIAL PRODUCTIVE ENERGY

All recognized authorities on scientific management and students of
industrial efficiency agree that under ordinary operating conditions,
where no extra compensating incentives are offered, the workers are
not giving to their tasks the full measure of their energy or productive
abilities. One of the best recognized authorities, Frederick Winslow
- Taylor, past president of the American Society of Mechanical i-

neers, is authority for the statement that the productivity of the
average man engaged in industrial work can or could be doubled.
In other words, this authority states that only 50 percent of the
potential energy dhd ability of the average workman is exerted. If t.:is
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be true, it is self-evident tnat any reasonable sharing of profits which
would be sufficient to arouse the profit-urge in each workman, would
mean an increase in production and a stimulation of efficiency which
would far outweigh in value the profit distribution. This is un-
doubtedly the factor which supports the declaration made by profit-
sharing companies that profit ing has more than paid its cost.
Likewse, this fact may be explanatory of the situation reported by
many companies, to the effect that increased profits immediately
resulted from the adoption of profit sharing, and in some cases that
recurring losses were transformed into sustained profits.

It is not to be construed that the contention is made that all forms
of profit sharing will proci.ce such results. There are profit-sharing
plans which, by reason of improper design and inefficient administra-
tion, will never create such incentives on the part of the worker group.
On the other hand, there are profit-sharing systems carefully designed
to enploy the powerful psychological factors which influence and’
contro\ men and which arouse to the maximum degree the individual
profit-urge, that will unquestionably stimulate each and every individ-
ual in. the entire personnel of an institution to the highest possible
efficiency. The form of the plan is vitally necessary to the success of
profit sharing.



—— T



CHAPTER VIl

HISTORY AND DEVELOPMENT OF PROFIT
SHARING

Although profit sharing has been criticized and declared impractical
for a century and a half, it continues to flourish and confound its
critics. . '

The principle of profit sharing seems to possess a vitality which can
only be accounted for b{l the obviousness that it is firmly rooted in
fundamental justice. That would appear to be the reason for the
zeal displayed in its support through the long years of its rise and
evolution. More recently, however, the psychology of its logic and
its economic advantages have been recognized and it has emerged
fromm the atmosphere of “socialistic terminology” into the clearer
field of practical human relationship.

During the century and a half of its evolution, it has been dealt
with and experimented with under varying titles, such as ‘“participa-
tion” and “profit sharing” in France; as ‘“product shanng” and
“industrial partnership” in England; and as “profit sharing” in
Germany and America. It is a study for which there seems to have
always existed an economic demand in the never-ending need for a
remedy to the long existing problem expressed in the phrase “labor
troubles.”

Probably no subject related to industrial relations has held its place
longer in the arena of discussion, encountered more opposition, been
more misunderstood and been the victim of more misconceptions—
and yet has continued its growth in popularity and use. Profit shar-
ing has been attacked and declared impossible of application because
of lack of profits, because its failures prove it impractical; because it
is a stimulant to higher wages or the sedative for lower wages; because
it is the forerunner to ownership and control of management; and,
lastly, that it may be applicable to small companies but not to large
institutions.

As evidence of the persistent opposition to profit sharing, the em-
ployers’ welfare department of the National Civic Federation made
the statement in a report in 1912, as follows:

It is perfectly safe to say that it would be hard to find a profit-sharing plan
operating successfully in this country in the eyes of the employees.

The Committee of the Western Efficiency Society, Chicago, July
24, 1914, embodied in a research report, the following observations:

In the face of a careful study of practically every known profit-sharing plan
in this country, this committee is less settled in its belief that profit sharing is the
rnost logical and practical relief from inharmonious relations or lack of cooperation.
In its first report this committee was inclined to advocate profit sharing as an
insurance against the unreasonable demands of labor; as a method of stimulating
workmen to greater enthusiasm and effort in exchange for an increased income
and a share in the business, as well as a means of compelling more open and frank
dealing between men and management. Granting, still, that profit sharing may
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accomplish these things to a c'd:gm, s0 many disadvantages to the general plan
of co p have presented themselves that this committee does not feel
just in urging it upon employers without certain reservations.

Not all of us, perhaps, have taken notice of the fact that profit sharing has
been practiced by many of cur ln'(fut concerns for the past 25 years. This, alone,
would seem to be convincing evidenoe of its worth,

Without the slightest intention to reflect on the undoubted merits of profit
sharing, but rather with a desire to get closer to the truth, this committee ven-
tures to say that such mag or may not be the case. It is possible that concerns
havi urut in a method of profit sharing are continuing it rather than disturt a
ézf rehl:ttljonsl\ip by taking it out; or, it may be that it is the best thing for

J on, :

Profit sharing has accomplished remarkable results in some places; in others it
has been discontinued, not all for the same reason, and while it would be obviously
unfair to judge profit sharing by its failures alone, this committee is actuated by
these examples to question its general applicability, at least until more thought
is given to the foundation upon which it rests. .

rofit sharing, when correctly installed, is unquestionably a binding influence
for good, but the chief trouble seems to have been that during the period of ad-
justing it to meet local conditions, prejudices have arisen among the workmen
and never entirely been overcome, even in the face of what appeared to be an
ultimate success. Suspicion has remained, and suspicion in any degree is the

test enemy of profit sharing. It is the opinion of this committee that all
ailures and the disturbances attendant upon the installation of profit sharing
have been directly chargeable to pmnaturitg; and furthermore that those plans
now considered successful in every essential detail could have been made immeas-
urably stronger.

This committee does not fully agree with the statement made by the employers’
welfare department of the National Civic Federation that: “It is perfectly safe
to say that it would be hard to find a profit-sharing plan operating successfully in
this country in the eyes of the employees.”

By this same token, this committee believes it equally safe to say that it would
be hard to find a proﬁt-sharing employer who regarded his plan, at least, as un-
successful. The fact of the matter is that it has proved extremely difficult to get
at what we consider the true facts and, without the aid of unbiased opinions based
on actual knowledge, the real situaton must remain, in a measure, a matter of
conjecture.

he conclusions of the committee at this time would be that there are two
main reasons why profit sharing is not generally popular among employers, and
not more universally adopted. They are (1) the opposition of the labor unions,
which, with or without cause, regard it as a substitute for high wages and a safe-
guard against strikes; and (2) the increasing popularity of the welfare and better-
ment department. .

The inauguration of this senatorial survey brought from many
quarters the question, “Why this sudden interest in and discussion of
profit sharing in industry?”’ There really is nothing ‘“‘sudden” about
the subject or the interest in it. Nothing happens suddenly in
political, social, or economic life. As the seeming suddenness of an
earthquake is due to deep-lying strata which for years, perhaps for
ages, have been slowlg moving, so the affairs of men are the result,
and a part, of slow but steadily moving causes. Present relations
between capital and labor are no exception to this rule. The advance
of labor from the low level of slavery and serfdom to its present status
as a self-respecting, organized part of society—persistently seeking a
higher status and position—has been one of constant struggle, a suc-
00881&11 of advances and setbacks, trials and error, and accomplish-
ments.
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PROFIT SHARING IN FRANCE AND ENGLAND

The principle of profit sharing is probably as old as historical record.
In the earlier ages there are reconfs of “produce sharing.” Nothing
is to be achieved, however, by delving into antiquity to ascertain the
forms of sharing employed.

In modern times the profit-sharing plan inaugurated by Maison
LeClaire of Paris, and announced in 1842 has, by reason of the wide
%ublicity and the long operation of that plan, made it the outstanding

uropean Elan of profit sharing and at the same time has brought to
LeClaire the credit of being the ‘father of profit sharing.” o~
Jean LeClaire was a Parisian house painter and decorator. Born of

or parents in 1801, he became apprenticed to a house painter in

aris at the age of 17. In 1821 he set up his own business, which
became very successful, and by 1840 he was employing about 300
skilled workmen. Beginning to admit his workmen to participation
in the profits of his business in 1842, he continued the system with
improvements and modifications until his death in 1872. His financial
SUCCESS Was ?ectacular, and he became one of the noted “captains”
of French industry. However, it was not due to his personal rise to
wealth which publicized his plan, but rather the fact that his employees
shared his good fortune with him, many retiring with substantial
fortunes as a result of his distribution of profits. For nearly a century
the plan of Maison LeClaire has stood as an example of a practical
method of reconciling and uniting the interests of employer and
emflgyee. )

t is recorded that the success of the “LeClaire” plan was due to
the fact that LeClaire knew his craft and the men who practiced it;
he knew their ten:ptations ard their difl'cultics; he Lnew their weak-
nesses and their impulses and he constructed his plan in such a way
as to govern, control, and protect men against themselves.

Charles Babbage, the eminent mathematician, was the first English
economist to recommend })artlcxpauon in profits. In his “Economy
of Manufactures,” one of the ablest works in economic literature
(1832), he gave an account of the system of “product sharing” long
pursued in the mines of Cornwall and, after detailing the advantages
resulting, says: A

These extraordinary cases, are, perhaps, of more advantage to the owner of the
mine than even to the men; for whilst the skill and industry of the workmen are
greatly stimulated, the owner himeelf deriv;fmter advantage from the improve-
ment of the vein. This system is introduced by Mr. Taylor into the lead mines
of Flintshire, into those at Skipton in Yorkshire, and into some of the copper
mines of Cumberland; and it is desirable that it should become general because

no other mode of payment affords to the workmen a measure of success so directly
proportionate to the industry, the integrity, and the talent which they exert.

John Stuart Mill held up M. LeClaire as ap example to.emEPlo ers
of labor, and most subsequent writers on Kf'm cal economy, in England
and America, have agreed with Mr. Mill. Professor Jevons and
Professor Fawcett distinguished themselves by earnest advocacy of
industrial partnerships. L _
Thro;ﬂ]out France and England many businees institutions copied
and installed plans wholly or in part following the pattern of LeClaire.
Some failed; others succeeded and have endured through the years.
‘Throughout the balance of Europe the record is similar. Search,
trial, and experiment to find the successful and effective formula for
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the establishment of the partnership relation—the unity of interest
and the spirit of cooperation—has been, and is now being, carried on.

In brief, the experiences in Europe have been very similar to those
in America—a search through trial and error to find the method of
applying profit sharing through which a harmonious relationship of
concord and cooperation could be established between employer and

emlll)llogee. ) _

ngland the South Metropolitan Gas Co., which had for several
years operated a profit-sharing plan for the executives and foremen
of the plant, extended the plan to all workers in 1889. The result
was a sliding scale of gas rates, wages, and of dividends. The con-
sumer, the worker, and the investor enjoyed the advantages of a
flexible program. Employee ownership was encouraged so that even-
tually the employees were owners of a substantial part of the out-
standing stock of the company. The experience of the South Metro-

litan Gas Co. was so successful that its policy was extended to a
arge part of the gas industry in England, excepting the municipally
owned gas works.

With the exception of one small plant, none of the gas companies in
England which adopted this profit-sharing plan ever abandoned it. It
was because of the successful experience of these companies in England
that Louis D. Brandeis urged the adoption of profit sharing in 1905
by the gas works of Boston.

Many writers refer to the record of failures of Froﬁt-shuring plans
abroad, as they also do to the American record of abandonment and
discontinued plans. Upon the basis of this record, many base thair
contention that profit sharing is impractical. Yet in France, England,
and America the factor of impracticability is related far more o the
form and structure of the plan than to the principle of profit sharing,
as is fully discussed in other chapters of this report.

PROFIT SHARING IN AMERICA

Albert Gallatin was the pioneer sponsor of profit sharing in America.
Gallatin, for 12 years Secretary of the Treasury under Presidents
Jefferson and Madison, introduced the system in the glass works
which he established in New Geneva, Pa., in 1794. Gallatin advo-
cated profit sharing on the ground that the ‘“democratic principle
upon which this Nation was founded should not be restricted to the
political processes but should be applied to the industrial operation.”

Horace Greeley devoted many columns in the “New York Tribune’’
to arguments in favor of the industrial partnership principle and
inaugurated the profit-sharing plan in the personnel of that organiza-
tion.

In his work on “The Wages Question” published in 1876, Prof.
Francis A. Walker, president, Massachusetts Institute of Technology,
writes:
that profit sharing, if generally introduced, and carried on in good faith and good
feeling, would secure a highly equitable division of the products of industry and
would be a cure for most of the labor troubles from which we suffer, seems to me
beyond dispute. As to the entire feasibility of this scheme, after fair and full
trial, I entertain no doubt; the sole condition being that master and man should

really seck to meet each other, and to find the means of working together on the
basis of the reasonabfe authority of the master, as heretofore known and respected.
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In 1869 Brewster & Co., New York, carriage builders, started a
m of sharing profits which, however, was abandoned in 1871.

illsbury Flour Mills, of Minneapolis, Minn., established a plan in
1882. In 1886 the N. O. Nelson Co., of St. Louis, initiated direct
})roﬁt sharing in the company, which continued without interruption

or 49 years until the recent depression caused temporary suspension.

In 1884 the Baltimore & Ohio Railway Co. inaugurated a “pension
relief savings” plan which has operated as a model in the railroad
field for 54 years. In 1886 the Procter & Gamble Co. of Cincinnati
introduced into the industrial field a profit-sharing and general
employee-relations program which in its 52 years of operation has
probably attracted more attention and study than any other plan in
American industry. Col. William Procter was the recipient of wide-
spread criticism from his fellow industrialists for proposing and adopt-
ing the advanced and progressive philosophy Involved in his new
employee-relations policy. Colonel Procter again astounded the
industrial world when, in August 1923, his company announced the
“annual wage’ system guaranteeing 48 weeks of work and 48 pay
checks annually.  These policies have withstood all tests as the com-
pany hcs grown to its present proportions with over 10,000 employees.

Gradually other companies adopted profit sharing, prominent among
them being the Simplex Wire & Cable Co., of Camg)ridge, Mass., in
1901; Hibbard, Spencer, Bartlett & Co., of Chicago, in 1902; the R. J.
Reynolds Tobacco Co., i’Vinston-Salem, N. C., with 15,000 employees;
and the Eastman Kodak Co., with some 24,000 employees, in 1912;
the Edison Electric Iluminating Co. of Boston, in 1913; the California
& Hawaiian Sugar Co., of Crockett, Calif., in 1914; the Cleveland
Twist Drill Co., of Cleveland, in 1915.

Of the more significant plans inaugurated in later years, we find in
1916 the Sears, Roebuck Co., of Chicago, having a normal employee
group of over 30,000, initiated a Flan under which the company pays
5 percent of its net profits which has prevailed against war periods
and depressions. Even in 1931 this company paid $1,000,000 into its
profit-sharing funds.

In 1918, after experimenting with nearly a dozen different forms
and types of employee relations over a period of 18 years, M. L. Joslyn
the founder of the Joslyn Manufacturing & Supply Co., of Chicago,
inaugurated a ‘‘profit-sharing-saving-retirement-fund” plan, which,
havin% operated with the highest degree of success for 20 years, has
recently attracted national and international attention.

This plan has those essential and admirable features of simplicity,
flexibility, and individual challenge * * * the challenge to con-
scicusness of partnership * * * which stimulates personal in-
terest, satisfies personal selfishness, and instills hope, satisfaction, and
sustained loyalty.

As a recital of his experience in developing a satisfactory profit-
sharing plan from long experimentation, Mr. Joslyn states:

For 20 years we had always been striving for some practical form to progres-
sively advance the standing of employees in the corporate structure, without at
the same time so weakening that structure as to endanger its progress as a whole.
We tried all kinds of temporary plans. There was much confusing talk at the
time about the purtnershix between labor and capital, but little real attempt to
move in that direction. Any real partnership can only be based on the laborer
first becoming a capitalist himself. We believed the common laborer, working

year after year for a norma. wage, with nothing but Saturday pay day to look
forward to, with no consciousness of steadily bettering himself, with no con-
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sciousness of his recognised and participating relationship in the company, lost
hope and energy and delivered to his employment only part of the value he was
capable of delivering under happy conditions.

e reasoned that in order to get a response under our plan, we must have a
prospect in old age * * * not of less of the good things of life, but more
* & % go that the vision ahead is of something better than ever experienced.
We were told this was impractical, an unrealizable dream, but after trying every
other golan, we proposed to try this and see whether it would pay. We have tried
it for 20 years and it does pay.

One of the most signal successes in profit sharing has been’ the
“Wage-dividend profit-sharing plan” adopted in 1912 by the Eastman
Kodak Co., with an employee force of more than 20,000. The success
of this plan is 'mdicat,efi) by the fact that in its 26 years of operation
the company has paid a wage dividend to its employees every year
with the exception of the depression year of 1934. The wage dividend
to employees is in direct relation to the dividend declared on the com-
mon stock of the company. Since 1912, $43,000,000 has been paid
out in dividends under this plan. The company testifies to the suc-
cess of the plan through the years and that the objectives have been
realized.

Special reference is appropriate to the profit-sharing plan operated
since 1916 by the General Electric Co., of Schenectady, N. Y., which
employs more than 55,000 people. This profit-sharing plan, coupled
with savings, has a fine record of success and recommends itself highly
as an instrumentality for industrial peace and stability. One hundred
million dollars has been shared by the General Electric Co. with its
employees in 22 years of operation of this plan.

A more recent addition to the family of profit-sharing companies
is the Westinghouse Electric & Manufacturing Co., of Pittsburgh,
with more than 50,000 employees, which inaugurated in 1936 a most
distinctive and comprehensive plan, which is not only a profit-sharing
but also a loss-sharing plan. The amount of money paid to employees
in 1937 under this plan was $12,100,907. This is a plan which has
slowly evolved out of many Fears experience of the company in its
effort to stabilize its industrial relations. The plan is highly endorsed
by management, stockholders, and employees.

Other well-known companies in the industrial and manufacturin
field which present a record of outstanding success in the operation o
profit sharing are S. C. Johnson & Son, Inc., manufacturers of John-
son’s wax, Racine, Wis., who initiated a profit-sharing plan in 1917,
which has undergone improvement and amendment through the

ears and has unquestionably been exceptionally successful; the

anadium-Alloys Steel Co., of Latrobe, Pa., which adopted profit
sharing in 1920 and has maintained the pfan with success for the ensu-
ing 20 years; the Hoskins Manufacturing Co., of Detroit, manufac-
turers of electric resistance wire, which inaugurated profit sharing in
1923 and not only testifies to the success which has attended the plan
but submits records of its operation which verify the benefits to the
company.

The Nunn-Bush Shoe Co., of Milwaukee, started profit sharing in
1917. On July 1, 1935, this company introduced an “annual wage”
plan which has attracted wide attention, and which, according to the
management, is operating successfully and with satisfaction to both
management and.employees.
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While not within our own borders, but only across the Canadian
line, the Dominion Foundries & Steel, Ltd., of Hamilton, Ontario
introduced profit sharing at the beginning of 1937 which receiv
especial commendation and approval of the Provincial government of
Ontario and which appears, from the testimony of both management
and employees, to have been unusually successful from its inception
and to have confirmed its practicability by immediate benefits to
company operations.

The Republic of Venezuela appears to be the first Government to
initiate profit sharing throughout industry by governmental decree.
In January 1939 President Contreras issued a decree which calls for
the distribution of varying rcenta%s of profits to employees in
industry and business throughout the Republic.

The decree is based on article 32 (8) 3 of the national constitu-
tion, which states that “the nation will favor a system of sharing by
the employees and workers in the profits of business’” and on art.icFe 63
.of the 1936 labor law, which reads as follows:

Employees and workmen shall »ve a share in the net profits of the enterprises
.or establishments in which they ai. ‘1iployed in conformity with the aystem and
in the pmportion which shall be fixe. by the Federal Executive, after consulta~
tion with the commissions designated ) »r the purpose. .

The Federal Executive shall fix the i aximum limit of the percentage of this
share, which in no case may exceed annually & sum in excess of two months’
wages or salary for employees or workmen of large enterprises or establishments,
or of one month for employees or workmen «f small enterprises or establishmenta.

This participation does not entitle the employees or workmen to share in
the management or administration of the enterprises or establishments.

Net profits are defined in the decree as the amount remaining after
deduction of general expenses, interest on the capital invested at
the current commercial rate, ar.d write-offs not exceeding 10 percent
.of the capital. Businesses are divided into four classes, according to
their size. Workers in the largest establishments are granted a
share in the profits equivalent to 12.45 percent of their annual wages,
a percentage which is successively diminished to 8.30 percent, 4.15

ercent, and 2.05 percent in the cases of the smaller establishments.

f the profits of a business do not exceed the amount necessary to
make the payment required for its class, then the percentage fixed
shall be paid on the actual net profits and not on the annual wages of
the workers. ,

The steady, irresistible increase in the adoption of 1proﬁ\‘, sharing by
American companies has undoubtedly been stimulated by several
causes,

The disappearance of the personal contact between employer and
.employee has impressed many with the imperative necessity of estab-
lishing some new bond of relationship to reestablish morale, personal
interest, allegiance, and loyalty.

Gradually through the K:MS the truth has also been recognized that
the workers cannot live financially in the present only. That thef
like others, have a future to protect. That they also must face old
:age. That like all men, they live in their dreams. That unless some
hope of realization of those dreams is assured, their morale and
relationship is seriously weakened through hopelessness and dis-
«content.
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WIDE ADOPTION OF PROFIT SHARING IN THE UNITED
STATES AS FOUND FROM THIS SENATORIAL SURVEY

And so, through these long years of study, evolution, and experi-
mentation, we come to the situation in the Uniied States today—a
situation most encouraging and pleasing to those who have advocated
and pioneered this philosophy—a situation which offers renewed hope
to the preservation of democracy and individual enterprise.

An understanding and clear conception of the widespread adoption
of this philosophy is made possible by the results of this senatorial
survey, the most intensive and comprehensive research and study of
this subject ever conducted as a fact-finding effort in beha!f of industry
and the employers of the Nation. '

From a study and examination of policies and plans of every char-
acter utilized in thousands of companies throughout the United States,
this report presents the record of 728 companies now operating wage-
dividend, bonus, stock-purchase-sharing, pension, or percentage-shar-
ing plans. Our special study, for practical purposes, has been limited
to plans of these specific types.

But this list, impressive as it is, does not pretend by a wide margin
to include every company baving such plans. Limitations of time and
funds have restricted and curtailed this survey from being all-embrac-
ing and thoroughly complete.

Nor does the number of 728 companies tell the entire story as to
the number of factories, plants, business establishments, and corporate
entities covered by the survey. Many of the companies listed operate
from one to many separate plants, mills, factories, and stores in various
sections of the country. Others have one or more subsidiaries—one
corporation, for example, having 35 subsidiary companies, most of
them with different forms of employee policies. These subsidiaries,
in turn, in many instances, operate a number of separate plants—all
these subsidiaries and all their separate plants—being shown in this
report as only one institution, the parent company having filed one
schedule covering the entire group.

Included in this impressive list of 728 companies (not including their
subsidiaries and branch units) are companies in practically every field
of industrial, commercial, and business classification. Likewise the
diversification applies geographically, extending from coast to coast
and listing practically every State of the Union.

Profit sharing has not been confined to small companies, as many
have long contended it could only apply. Reporting companies have
been those listing their employees from a small number to those
reporting in excess of 75,000. The capital of these reporting com-
panies has ranged from those having only a few thousand dollars to
several ranging up to $50,000,000 to $100,000,000.

Six hundred of these companies repcrted an aggregate normal
employment of 2,500,000 people and an annual pay roll aggregating
between $3,500,000,000 and $4,000,000,000.

As to profit sharing being “confined to a relatively few companies
and applicable only to small companies’” the answer would seem to
be found in the fact that of 728 companies reporting profit-sharing
plans, 588 reported fignres on their net worth. These 588 companies
showed: (a) Total net worth of over $22.000,000,000; (b) an average
net worth of over $39,000,000 per company; (c) they ranged from
$10,000 to over $1,000,000,000.
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Three hundred and seventy-four of the companies reported profit-
sharing disbursements in 1937, for percentage profit sharing, wage
dividends, bonuses, stock sharing, pensions, and other forms of pay-
ment aggregating more than $136,000,000, an average of over $360,000
per com};]any. If this rate were maintained for all reporting com-
panies, the disbursements of the 728 companies would exceed $240,-
000,000.

These calculations do not include the railroads, which in 1937 set
up pension reserves in excess of $17,000,000. Nor does it include the
many companies which,though having profit-sharing plans within the
scope of our study, failed, for one reason or another, to file schedules
with the committee.

Furthermore, these calculations do no{ include some 8,600 com-
panies reported as having various types of ‘“welfare and benefit
plans” to which it was impossible to apply intensive study and
analysis because of the limitation of time antf’ funds referred to, but
which are administering and maintaining plans in behalf of employees
which some might deny were technically entitled to be credited as
“profit sharing” plans, but nevertheless are undeniably plans which
“‘share the profits,”” because the entire cost of the operation and
maintenance of these plans must necessarily be paid out of profits—
past, present, or future—and which would soon be discontinued if
profits from the company operations disappeared.

OUTSTANDING EXAMPLE OF “WELFARE AND BENEFIT’ ACTIVITIES A8 PRACTICED
BY A PROMINENT AMERICAN CoMPANY AT CosT oF $9,000,000 ANNUALLY

Employees’ insurance and retirement program.—The company provides a com-
plete program of insurance protection, including life insurance, disability benefits,
and retirement benefits.

Visiting nursing service.—A visiting nursing service is available to those em-
pl(fsyees who are temporarily disabled.

anatorium.—The company maintains a modern and fully equipped sanatorium
for the care of employees suffering from serious illness, particularly those afflicted
with tuberculosis. It is generally regarded by experts as being one of the finest
institutions in the world. The buildings are large, fireproof, and as sanitary as
can be made. They include separate wards for men and women, an infirmary for
the sick and for the observation of the newly arrived; chapel, refectory, library,
administration building, rest house for the treatment of nontuberculous persons,
auditorium, occupational therapy building, laboratory, etc. Treatment is given
to such employees as the company feels would benefit therefrom, and without
charge. Transportation to the sanatorium and return is provided at company’s
expense for those patients suffering from tuberculosis.

Special welfare allowances.—There are some types of cases for which a special
welfare allowance is granted, such as an employee who became physically or
otherwise incapacitated before the first contractual retirement plan was adopted.
Allowances for such cases are authorized by the welfare committee of the board
of directors.

Medical rest rooms.—The company provides fully equipped medical rest rooms
which are in charge of a competent staff of doctors and nurses in aitendance
during all business hours. The service of both oculists and opticians are avail-
able to those who are in need of eye examinations and the fitting and adjusting
of glasses.

Physical examinations.—A thorough physical examination is made of all com-
pany employees at the time of employment, and an annual examination is provided
thereafter during their tenure of employment.

Dental examinations.—The company provides a semiannual examination and
prophylactic cleansing of teeth.

uncheons.—A wholesome, well-balanced, and tasty luncheon is served every
businesa day, without charge.
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Vacaiions.—A liberal vacation schedule provides vacations with pay, ranging
from 1 week to 4 weeks, according to length of service. Male employees with at
least 1 year of service are permitted to attend a citizens' military training camp,
with the payment of full salary for the necessary training period.

Classes of instruction—The company maintains numerous classes affording
instruction in such subjecis as typing, stenography, business English, life insur-
ance, the actuarial sciences, the operation of special machines, ete. It also cooper-
ates with approved employees by sharing with them tuition fees in connection
with courses taken in local schools, colleges, and universities.

Library.—The company maintains an extensive library from which employees
may borrow books for study or general recreation. The shelves are well stocked
wglth general literature, as well a8 with important current publications and maga-
gines.

Monthly magazine.—The coxllnﬂ)any publishes & monthly magazine which is
devoted to the social, recreational, and other interests of the organization,

Suggestion awards.—Employees making constructive suggestions, having for
their object the reduction of costs, the elimination of waste, and the improvement
of service rendered to customers, are eligible to receive suitable cash awards if the
suggestions are adopted.

hrift and savings account,—Arrangements are provided whereby employees
ma&' conveniently open savings accounts with a local bank.

ymnasium.—The company provides a gymnasium, under the supervision of an
athletic instructor and assistant, for the free use of employees. Classes in physical
oulture are held for both men and women employees.

Umbrella service—An umbrella is provided on rainy days to those who desire
the use of one, free of charge.

[Nore.—The above outline and description of this company’s activities is
fresented as an illustration of an outstanding ‘“welfare and benefit”’ plan, several

housand of which are operated in lesser degree by American companies. It
might be added that in addition to the $9,000,000 annual expenditure by this
company for these benefits, it also pays $3,000,000 in social-security taxes.]



CHAPTER IX
OBJECTIONS TO PROFIT SHARING

From some quarters profit sharing has always faced deep, uncom-
promising opposition. The term seems to presuppose a ‘‘taking
away”’ of the profits of the industrial employer. With this as the
basic thought, it is only natural that a defensive selfishness should
resent the taking away. The very term *profit sharing” appears to
create a prejudice. During the course of this survey the suggestion
has been made by several executives, who recognized the high motives
of this study and who really were sympathetic and desired to extend
cooperation, that we make use of some other term besides ‘profit
sharing.” This definitely indicates the prejudice against the term.

These sympathetic critics, as well as uﬁ others who desire to explore
this subject as judiciously and impartially as it is possible to do, should
recognize the intimate relationship between the application of “profit
sharing” and the “profit system.” Primarily, the need is to broaden
the membership in the profit system. That is the essence of the
thonught which motivates this inquiry and study into ways and means
of applying and utlizing profit sharing in the operations of our indus-
trial system.

EMPLOYERS’ OBJECTIONS TO PROFIT SHARING

“Failures of profit-sharing plans prove its impracticability.”

The objection which will probably rank as number one among the
objections to profit sharing is the reference to the record of discon-
tinued or abandoned plans. Probably more opponents of profit
sharing, or those who contend it will not work, base their objections
on the record of failures. This record is constantly reiterated and has
been brought forth in reports, researches, and books upon the subject
of profit sharing more than any other point or contention. This is not
a sound basis for opposing the principle of profit sharing. No social,
industrial, or economic advance in history was ever made, except
through the test of trial and error. Every progressive step toward
improvement in science, economics, industrial development, as well as
forward social legislation, has passed through the discouragement of
set-back after set-back before emerging finally into the sunlight of
success.

World statesmen, continental economists, and all European mon-
archs ridiculed the founders of the American Republic in their “hope-
less belief” that a free people under democratic processes could govern
themselves. )

Because a few States, in the early period of this countrfy, experi-
mented with the problem of insurance of bank deposits and failed, the
banking fraternity was almost unanimous in condemnation of the
idea of Federal insurance of bank depesits when legislation for that

79
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urpose was introduced by Senator Vandenberg in the Senate of the
glnited States in 1933.

How long was the battle for civil-setvice reform? Through how
many Years of opposition and reverses did the advocates of the Fed-
eral Reserve System struggle to establish coordination and flexibility
in our banking structure? Through how many failures did Morse
and Bell and Edison and Marconi persevere to give us their tremendous
contributions to human progress? Count the years of disappoint-
ment and failure through which Goodyear struggled to find the secret
of vulcanization. Incidentally, it i “vulcamzation” that is being
sought in the industrial operation with respect to the relationship
between the human elements in industry—ownership, management,
and employees. The chemist or the scientist refers to experiments—
not to failures. They consider no experiments as being failures.
From every experiment something is learned, something 1s gained.
Such has been the process in the long attempt to find a successful
formula for the use of profit sharing as a means toward not only
indus‘rial peace and cooperation but as a fortification to democracy.
And i1 should be borne in mind that one success more than balances
a score oi failures.

Furthermore, practically every abandonment or discontinuance
of a profit-sharing plan can be definitely traced to a positive fault
in the structure of the plan, error in its application, ulterior motive
of the employer, or to obvious financial and economic conditions
under which it could not possibly operate. For further discussion of
“Abandoned Plans’” see Chapter XX.

“No Profits to Share.”

The objection which will undoubtedly rank as number two because
of frequency in its expression is the contention that corporate institu-
tions 1 business and industry “make no profits, therefore, have no

rofits to share.” This objection has its source in the tendency to
ook solely at present balance sheets and to consider profits now
prevailing with no thought of considering profit sharing as capable
of creating profits which do not now exist. Time and again this
contention of ‘“no profits to share” is stated and reiterated. The
record of corporations in the United States filing income statements
which show no profits is often presented as final and conclusive proof
that there is no use considering profit sharing as a principle to be
adopted generally by industry. &\e prominent writer says:
that fact appears to show that any further prospect to a drain upon net profils
directly might well make many corporations 8o unattractive to capital as to result
in severe shrinkage in the number of going concerus.

An impartial study of facts cannot be unmindful of the fact that in
1923 only 63.1 percent of active corporations showed any taxable
profit in their income-tax returns; that in 1929 the percentage fell to
57.5 percent, and in 1935 to 41.4 percent; and that in 1936 the pre-
sumably profitable corporations represented fractionally a Lttle
over 49 percent of all active corporations.

Instead of such facis being presented as an argument against the
possibility of applying profit sharing, might it not also be fairly
considered as indicative of a weakness in our industrial system and as

inting to the need of some principle or method for rescuing or creat-
mg profits? Might it not be more than conceivable that a “labor
dividend” or a ‘“‘sharing of profits with labor” might be a stimulating
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injection—an energizing tonic—to many a laggard enterprise? The
record of corporations which have adopted profit shu'irﬁg presents
incontrovertible evidence in support of this. As an example, the
executive of one corporation testified that, in 3 years prior to 1924, his
corporation had suffered substantial losses amounting to several
hundred thousand dollars annually; that in 1924 they inangurated a
profit-sharing plan aud that for 14 consecutive vears thercafter their
annual profit was approximately $1,000,000 annuslly. Many other
corporations can present sumilar exPeriences in support of the conten-
tion that profit sharing is a ‘““creator”” of profits by reason of stimulating
the entire personnel of the institution to avoidance of waste, protection
of product, greater efficiency, greater sales effort, increased production,
andﬁother actors which have a direct bearing upon the making of
prohits.

However, pertinent to this subject, is the statement of Mr. Alfred
P. Sloan, Jr., president of Generaf Motors Corporation, who stated at
the public hearings of the committee:

For instance, if you take the sixteen leading industrial organizations in their
respective fields in the United States, each empioving a capital of $100,000,000

or more, most of them cousiderably in excess of that. vou will find that their
return on capital over the last 15 vears has only been eight pereent (89).

Accepting this statement at its face value, what would a 10-percent
profit-sharing arrangement mean to these giant companiea® Tt wonld
simply mean that the return to capital would only be reduced to 7.2
percent. And that gives no consi«femtion whatever to the increased
returns capital would receive from greater cooperation, stimulated
energy, increased production, savings of waste. material, and equip-
ment; all of which results, according to the testimony of experienced
profit sharers, from the incentive of profit-reward extended to the
emplovees.

o be very realistic, might we not give thought to an institution
which we will say employs 1,000 men, and imagine a situation created
by the incentive instilled in each individual to selfishiv work for a
share of profits for himself personally, whereby. instead of one man,
the owner or proprietor. devoting his mind, body. and energies to the
making of a profit. that he had the auxiliary support of 1,000 men
allied with him in the effort to build profits. Can it be denied that
the united effort of 1,000 individuals striving to make a profit will
not exceed the power of 1 in that effort?

““Labor does not produce profits, hence should not share profits.”

The president of one of the Nation's leading industrial institutions,
the employer of 35,000 men, contributes the following opinion on this
subject:

Labor may not have any capital to risk, but it is nisking all it has to risk, i. e,
its labor, and its ability to get the best results from this labor s bound up to 8
large extent with the permanency and profitableness of the business. lLabor may
not risk & proportionatelv large amount based upon the produetiveness of what
it lends, but it does riek a verv large amount in proportion to what it has to lend.

It is, therefore, onlv a matter of mere justice that. if labor has received a cur-
rent wage, and cupital at the end has received a current rate of interest, any
surplus bevond this must necessarilv have been created by the combined use of
capital and labor and should be divided between the two in some proportion and
not go entirelv to capiial alone. With this incentive, the increase in quantity
and eficreney of production will provide means for capital to share a percentage
of earnings with labor without net loss to itself.
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A writer who has obviously given much thought to the subject of
profit sharing, John Watson Wilder, points out ‘“‘that one of the
greatest objections industrialists have to such plans is the use of the
word ‘share’ ”’ and contributes the following plnlosorhy in connection
with the oft-repeated statement that inasmuch as labor has nothing
to do in the production of profits, therefore labor should not share in
profite and that it is capital and management only that produces

profits.
Mr. Wilder says:

Nething to share? But if I buy a share of atock in a corporation it shares its
profits with me, even though I pever turned & hand to help it produce anything,
nor even paid enough attention to its affairs to sign a proxy for a stockholders’
meeting.

Labor does not produce profits? But it digs iron ore out of the ground, which
goes through various mills and factories and comes out as part of an automobile
or locomotive or jackknife or watch spring—all because men worked on it, with
their hands or machines in countiess operations. The real fact is that all three—
capital, management, and labor—are producers. That hunk of dusty iron ore
would remain in the ground—just a part of the ground—if there were no labor
to dig it out, haul it away, and transform it into something useful.

It would remain in the ground if capital did not build mills and factories and
lhir and trains to care for it.

t would remain in the ground if there were not men skilled in managing and
selling and financing and advertising to keep the other two factors—oapital and
labor—busily employed. Why isu’t it reasonable, since all share in production,
for all, in some fair way, to share in protite—when there are any?

The fact that in this country some 2,000 firms have some sort of profit-sharing
plan, the great majority of them operating happily and successfully, proves that
profit sharing is not the cockeyed idea some claim it is.

Upon this subject, the comment of two employees is of interest:

Although the company may have a high financial investment in its business,
the employee also invests his life, labor, skill, and ingenuity to useist the compan
for which he labors. The profits from a given article can be either large or umﬁ
depending often on the short cuts to production supplied by emplovees. The skill
and ingenuity that a man may apply to his work is not entirely compensated for
ip his weekly pay envelope.—J. 8. (clerk), Philadelphia, Pa.

I am for profit-sharing because I think that any plan that takes the guesswork
out of industry and creates a better employer-employee relation is something we
should have. It takes the friction and imﬂ‘tienoe out of the employee. He does
not mind going down with them when they get in trouble if he knows he will
come right back with them as snon as they prosper again. | am sure the over-
whelming majority of emplovees in our plant fcel the same as 1 do. Our company
has been very frank in advising employees about their annual statement and 1
believe this to be verv important in retaining confidence of employees.—N. J. M.
(clerk), Pittsburgh, Pa.

There is another important phase of this subject to be considered.
Let us assume a universally prevailing condition whereby labor re-
ceives its full payment in wages and capital takes all the excees.
The natural consequence would be to divide industry into two classes,
one whose interest 1s entirely in wages and the other entirely in profits.
Clear class distinction is created. With such a clean-cut division of
interests established, the workers (labor) might reason, or be led to
reason, that so long as business is successful enough to obtain the
capital necessary to continue ite operation, any further profits to
capital are detruimental to the interest of labor and that, therefore,
the workers should strive to have their wages 20 high that excess

profits would not be ible. The converse might be
advanced by those supplying the capital, that 80 long as s:&cient labor
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can be obtained to operate the b wages must be kept as low
a8 fg:ible in order for the proﬁhu;nmng«. P

conflict of interests prevails too generally in industry today.
Instead of baviag a difference of interests, there should be developed
s community o interest. .
“Profit sharing won’t work because the employes won’t share losses.”

Testimony by those who have actually practiced profit sharing
in their institutions does not bear out this objection. Evidence seems
to show conclusively that if employees are brought into a relationship
under which they have confidence in the management and are given
some reasonable degree of knowledge of the operations of the com-
pany, they have invariably shown an appreciation of conditions under
which their institution is operating and have shown a willingness to
forego profit distribution; in fact, instances are numerous where they
have accepted reduction of regular wages in order to aid the comp:
in increasing production, stimulating sales, and returning to a profit
basis. Indeed, a number testified that the ceesation of profit distri-
bution, due to slack business, had impressed employees with the fact
that profit ing is dependent on profit ma&ng and that, upon
resumption of profit distribution, they have given evidence of & firmer
belief 1n the plan.

Pertinent to ihis was the testimony of Mr. J. R. Ramsey, general
manager of S. C. Johnson & Son, Inc., Racine, Wis., who testified—

On that point of continuity of profit-sharing distribution, it might interest
you to know that probably one of the best things that ever happened wns the 2

ears when we failed to make profits and could not disburse the profit shares.

veryone, including myself, had gotten into the habit of counting on it every
year, and probably buying a new car or one thing or another, when we zhouldn’t.
Then these 2 years without a profit distribution brought the fact forcibly to our
minds that we were operating under a profit-sharing proposition.

Also significant was the statement made by the head of a large
industrial concern that although his company had lost moiey for
9 consecutive yeurs and had, therefore, been unable to mike any pay-
ments under their profit-sharing plan, his institution had had no labor
troubles at all; that the employees, having an understaading of
conditions, through a closer relationship, knew and understood why
there were no profits to share.

Another executive of a company that has operated a very successful

profit-sharing plan for 20 years testified that although profit distri-
bution had been made for a Eeriod of 11 years up to the depression
Period of 1932, that although the company for 4 consecutive years
ailed to make any distribution, there was not one single complaint
from an employee and that three consecutive wage reductions were
accepted without protest, this attitude being due, according to the
company executive, to the fact that the employces understood as well
a8 did management that the company was losing money and that
there were good valid reasons why no profits could be distributed.

Another gmployer, voicing the opinion that labor is entitled to
consideration over and above the wage scale, and that the sacl:iﬁces
and losses of the worker fluctuate with the prosperity or adversity of
the company, makes this comment:

By working for Company “X” be automatically surrenders the opportunity of
wzrking }no: Company “{” where he might neur{o greater profite olpe;: oym{mt.
In addition, the yo employee coming into the business and working for a
long number of years is spending, investing, and using up the only “capital’” he
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possesses—his ability to work for a pay check. The employee actually gives up
the best years of his life, possibly his whole life, for the employer and, while such a
sacrifice cannot be measured in terms of dollars, it certainly should be considered
by those employers who declare that “capital” assumes all the risks and the
employee risks nothing. Employees suffer very definite monetary losses during
any period of depression or hard times. The company, as a rule, can feed from
resources and reserves for a certain number of years, but the period of time that
an employee can feed off himself is usually very limited. It is absurd to make the
statement that employees do not share losses in view of the fact that a man who
has lost his job has generally lost his entire income, has mortgaged his future by
making loans or else becomes dependent upon the publie relief rolls for support.
Employees can suffer a deficit the same as any business or any corporation.

Closely supplementing this viewpoint is the comment of an em-
ployee, who writes:

Even the man who manages to keep his job can very definitely suffer losses in
& depression. For instance, in normal times a man may earn $1,800 per year,
out of which he spends $1,600 to maintain a decent standard of living for himself
and family. When operations of the company are reduced it may be very true
that his wage rate is not reduced but there usually occurs a reduction in his
income through loss of hours per week and time off. Secondly, if during such a
period he only earns $1,000 or $1,200, he has a choice of two things—either
reducing his standard of living to a subsistence level or drawing upon his personal
capital to maintain a regular standard of living. He might even mortgage his
future to the extent of going into debt, which is very often the case. If any em-
ployer believes that his employees do not share in the losses, all he has to do is
spend a few days down in the shop talking to the boys. He will really find out
what they give up.

To this objection “that employees won’t share losses,” Mr. William
Green, president of the American Federation of Labor, answered:

Investors have always claimed that profits belonged exclusively to themselves
because they alone bore the risk of industry, but we all know that the risk of
business is borne by every person dependent upon it for jobs as well as income.
In reality, labor is a partner in production, not from the investment of capital
but from the investment of experience and workability. The risk of wage earners
ia no less frightening and hazardous than that of investors; food, clothing, shelter,
and the actual necessities of life are at stake.

An employee asks this very pertinent question:

Is the stockholder’s risk of missing a dividend check greater than the employee's
risk of getting the “piuk slip” and losing his pay check? The one foregoes and
postpones a profit, the other faces grief, deprivation, and possible starvation.

A prominent economist, who happens also to be the president of a
manufacturing company, also joins In this general objection when he
writes:

The only real basis for profit sharing is the disbursement of profits to persons
who have a financial stake in an enterprisc.

And then he joins the group who insist on putting the cart before the
horse by declaring—

Before there can be profit sharing, there must be profits. We could do a great
deal more toward improving the situation from a tax standpoint if we were to do

things which promised profits rather than spend time on hairsplitting with respect
to the sharing of profits.

Then he adds—

The problem is how to stimulate more widespread economic well-being through
fundamental readjustment and how to foster a better distribution of profits once
they have been made.

A leading industrial manager presents a partial answer to the fore-
going criticism when he writes:

The changes that have taken place in modern industry, a- contrasted with 20
years ago, give the worker far less chance to become econovmically independent.
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The chances for rising have lessened as specialisation has increased. Hence, the
man who goes into any ina'stry, which is ly depending on labor, is entitled
to a share of the profits o/ that industry. d where that principle has been
intelligently applied it has aot been found to fail. And it has never cost anything
but, in addition to paying for itueif, has produced a dividend for the employer.

The primary objective in the search for sound and practical methods
of appfyin;g rofit sharing in industry is to establish ‘“widespread
economic well-being” by bringing to the support of our industrial
svstem, and the economics under which it operates, a great auxiliary
army of American employees with the idea that their support will be
gained when, through and by their relationship with industry, their
welfare and security are made more certain. This is the “fundamrental
readjustment”’ necessary to be made in our political democracy.
Cooperation, under which will be established a mutuality of inlerest,
will insure a profitable operation of industry, which is today made
uncertain by the ‘“‘conflict of interest” dividing the two human
elements in industry—workers and management.

“‘Profit sharing means invasion of management and control.”

This idea, while not widely prevalent, is shared by some as an
objection to the general adoption of profit sharing. It is entirely
advanced by those who have never had experience with a practical
application of profit sharing in their establishments. It generally
accompanies the impression that profit sharing means “‘a 50-50 split
of profits and interest in the company.” Such impressions are founded
on prejudice and are not confirmed by any single instance of the actual
use and operation of intelligent profit sharing. The results of this
survey failed to find a single instance where practical and intelligent
profit sharing had been introduced and apglisd that any invasion of
the sphere of management or ownership been made, or even
attempted, by the employee group. Furthermore, in the search of
employee sentiment throughout the country, the overwhelming ex-
pression of opinion by employees to the question, ‘“What share of
profits should workers receive?”’ was & very conservative attitude as
to the amount of profits to be shared, the majority expressing opinions
that ranged between 5 and 20 percent, with a ve:;ga.rge percentage
stating, “this is something for careful consideration in order not to
impenl successful operation.”

aking for the American Federation of Labor, ite president, Mr.
William F. Green, testified:

Nothing involved in the acceptance of this real nership [profit sharing
alters tllngsfunctiom of mamgemegt and workers. ME:rtuiemen{ w[guld still m'lto1
the work orders and the production staff would execute them.

Mr. Frank Gannett, publisher of the Gannett newspapers, who for
many years has practiced various ¢t of employee-welfare work,
including a successful profit-sharing plan, testified as follows:

1 at one time in my life thought we should give labor representation on the
noard of directors, and I took it up with several labor leaders. They said,
“There it no need of our going on the board of directors. We do not know any-
thing :ubout the finances, the financial reports; it would not mean anything to
us at all.”

Employee management has been tried—usually without success.
Most employees lack qualifications of education, vision, initiative,
and experience for managerial work. This fear on the part of some
industrialists is the most baseless of any of their objections to profit

sharing.
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However, there is another side to this question, which is often pre-
sented by those who paint the picture of the advantages and oppor-
tunities of individualsm; who portray the record of American in-
dustry always holding open the door of opportunity to the worker, to
“rigse to the top.” That is the fact that universally throughout our
industrial field the manager of today was the wor{er of yesterday.
Whence came the present heads of industry, in most cases, except
from the employee group whom these objectors fear might try to
“manage” the business if encouraged to greater effort by I)roﬁt.
sharing? Frederick Winslow Taylor, in his book “The Principles of
Scientific Management,” admits that—
every intelligent manager knows that the collective knowledge of a group of
workers is greater than the knowledge of any manager alone * * *—
though he fails to admit that the employment of a method or prin-
ciple by which this group knowledge could be stimulated by a group
incentive that would exert its best group effort toward everything
designed to promote profits for the corporation. Down in the ranks
of ﬁrobably every institution are men of latent executive ability, of
high order, who might well be encouraged to rise to the top (and often
would be ‘)y profit-sharing incentive) to the great advantage of the
business.

Judging from the sentiment expressed by employees in profit-sharing
institutions, industrialists may rest assured that workers who are
thoroughly ‘“‘sold” on the profit-sharing plan under which they work,
and on its administration, will not knowingly endeavor to put into an
executive position one of their number who is unqualified for the
larger job; they will take no chances of having the prosperity of
thewr own company jeopardized by such an invasion.

“Labor wants #s profits all at once.”

“All payments to labor should be in the pay check.” This objec-
tion is based upon various ideas such as (1) the worker’s additional
income under profit sharing cannot be paid to him often enough
to meet his requirement; (2% the economic status of the worker will
not permit delay in payment of any substantial part of his income,
he needs his fuil income weekly or at least monthly to meet regular
running expenses; (3) unlike the executive, the average worker’s view-
point is not geared to long-range considerations; that he is not read{ to
accept the postponement of income in any practical profit-sharing plan.

Records of profit-sharing operations reveal two schools of thought:

(e¢) Those who believe that profits should be paid to employees at
freci)uent intervals—monthly, quarterlz, or semiannually, etc.

(0) Those who believe that profits should be impounded or trusteed
over a period of years, in a trust fund, in stock of the company, or
other investments.

Those who advocate the first idea (a) respond to the natural desire
of men to “have it now”; to the first instinct of men who echo a quite
prevalent demand to “put it in the pay envelope”; to those who “want
to see the color of their money,” etc. This all reflects the emotions
of those who live in the thought of today, and teday only, with no
thought of their own weaknesses and without due consideration of the
future. The faults and imperfections of this plan of payment are
discussed at length elsewhere in the report. e experiences of the



PROFIT-SHARING AND INCENTIVE TAXATION 87

most experienced and successful operators of profit-sharing prove the
ineffectiveness of that system of payment.

Those of the second school of thought (b) have, we believe, much
the stronger foundations of logic, psychology, and human experiences
to support their contentions. Their plan of accumulation prevents
the profit sharing being confused with wages, creates security for old
age, establishes a lasting partner-relationship, stimulates and sustains
an ambition for greater accumulation, which in turn instills a deeper
profit-urge, and above all protects the worker against his own inability
to save, Invest, and protect his extra-compensation funds.

The situation stressed in many employee’s letters, complaining of
their inability to save, cannot be overlooked. One employee writes,
“I have figured up my earnings for 30 years and find I have made
$54,000 and saved nothing.” Even worse is the testimony of the
employee who rose from laborer to executive, yet who confesses, “I
have earned $200,000 in 32 years and I am ashamed to state how little
I have to show for it.”

These and other similar testimonials provide strong evidence of the
human weakness that constitutes a national problem. Thriftlessness
is & universal human frailty. In all income classes, only a small
minority manage to accumulate reserves for home building o: per-
manent security. The percentage is lowest in the smali-income
classes, which means the laboring class. There is where the national
social problem is rooted. There is the situation which brought forth
the Federal Social Security Act. There is the situation which foments
the urge for ‘““distribution of wealth,” for “worker control,” for “‘gov-
ernment operation,” for “socialism, collectivism, and communism,”

The greatest fear of all men is the fear of tomorrow. This fear
creates the great urge to save. People try to save because they
are afraid of tomorrow, next year, or 10 and 20 years from now. Tho
working man, generally speaking, cannot save in this extravagant,
spend-tempting age, and if he does save he is sorely handicapped in
investing safely and profitably. The most vulnerable spot in the
capitalistic economy, as it operates today under the American system,
is the fact that several million people, at the age of 60 or 65, cmerge
from a lifetime of work into poverty or dependence upon some form of
public relief or charity. Tﬁis indictment must be answered with a
solution. This is the weak spot in the capitalistic program which
must be corrected and fortified.

The great majority of people gpend and live to the full measure of
their earning power. Without someone to save, the race would
starve. Civilization is the outgrowth of saving. The more wide-
spread the saving, the more firm ia the foundation for social progress,
for higher standards of living, and for more rapid progress of civili-
zation.

Several signally successful profit-sharing plans, now operating in
well-known institutions, seem to have found the solution to this great
preblem. Likewise they have answered the objection stated above
that “the worker will not permit delay in payment of any substantial
part of his income” or that ‘“the average worker’s viewpoint is not
geared to long—rnnfe considerations.” ) )

Profit-shanng plans which have been designed for accumulating a
steadily growing retirement fund for the purpose of building an estate
for the worker’s enjoyment “at the end of the road” have undoubtedly
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provided a much more challenging and inspiring incentive for con-
tinuous service, permanent satisfaction, increased efficiency, and for
the transformation of the worker into a capitalistic attitude than any
other type or form of profit-sharing technique. Such a plan of accu-
mulation creates a psychology of “a rising sun” before the eye of the
worker which becomes brighter and larger through the years, and
provides the ‘‘differential” or adjunct, which, added to his wage rate,
causes his self-preservation instinct to look in two directions, instead
of one, making lis self-interest flexible and cooperative on the whole
question of income.

The experience of the Procter & Gamble Co. presents conclusive
testimony in support of the contention that in order to do the most
good for the worker himself a plan must be constructed in such a way
as to protect him from his own weaknesses and faults. Few, if any,
wiil contest the statement that Col. William C. Procter was one of
the most farsighted business executives of the last half century, and
that he was actuated by honest and sincere motives in his attempt te
create a closer working relationship or solidarity between employer
and employee.

He believed that a man who was willing and capable should have the oppor-
tunity to work; that a workman should be a good citizen, and that anything
that could contribute toward that end would be beneficial to our whole economy.

His aim was to help a man create an estate as a protection against
old age. In the early stages of the Procter & Gamble profit-sharing
experiment a cash bonus was paid twice a year at which time a
“dividend day meeting”” was held. The profit-sharing dividend was
paid in cash in the simplest way possible. Soon the management
found that this extra payment was not accomplishing what Colonel
Procter hoped for. The men got their money, but they and their
families spent it. Most of the workers found nothing left at the end
of the year. In fact, a few of the less responsible ended the year in
debt, hoping the company would show enough earnings to pay a
bonus and start them off even with their creditors at the beginning
of the next year. Instead of it being a thrift plan, the proposed
“profit-sharing dividend” turned out to be a spendthrift plan.

It was then that Colonel Procter designed a system by which each
man was to become the owner of stock in the company for which he
paid under terms that required a 6-year ownership. Xctual practice
of this revised plan showed that the 6 years of training in thrift
almost universally started the worker on the road to comparative
wealth and independence. For over 40 years this plan has demon-
strated its soundness and effectiveness and today 10,000 employees
of that company are demonstrating their approval and satisfaction
by a long reign of industrial peace and cooperation.

The Joslyn Manufacturing & Supply Co. of Chicago submits testi-
mony of similar character. For 18 years, Mr. Joslyn experimented
with cash bonuses, cash dividends, wage dividends, and practically
every form of an employee-relations policy. Finally from the ex-
perience of these 18 years, and the experimenting with nearly a dozen
plans, he designed and developed a “Savings and retirement fund
profit-sharing plan’’ which because of its signal success has attracted
not only Nation-wide but international attention. The hLeart of the
Joslyn yl"lan, and its most important feature, is the nonpayment of
cash and the accumulation of annual dividends in an inviolate, irrev-
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ocable trust fund which accumulates through the years under the
}mpetus of compound interest and retires the worker at 60 with a
ortune.

The success of a profit-sharing plan, and all its requirements upon
the worker, depends upon its form, the sincerity of its application and
the integrity of its administration. This system of pro(gx)t-sharing also
answers the commonly expressed objection that “the sharing cannot
be differentiated from wages.” Those who have operated profit
sharing through payment of cash bonuses have good grounds for this
latter objection. owever, on the other hand, those who have
established a sharing on a basis of accumulation, payable at retire-
ment, have successfully differentiated the sharing from the wages and
present unquestionable proof that under such plans the employee
attaches no relationship whatsoever between wages and share funds.

“All the worker wants is a steady job and good wages.”

The unfortunate record of labor unrest, turmoil, and strikes of
1936-37 would appear to be the complete answer to this objection
when nearly 2,000,000 employees in more than 5,000 establishments
walked away from or “sat down” on ‘“‘steady jobs at good wages.”
That record also is strong evidence that reliance upon wage scales is
one of, if not the greatest, weaknesses in our industrial system today.
Ruskin truly said, “No amount of pay ever made a good soldier, &
good teacher, a good artist, or a good workman.” Something present-
ing a greater incentive than wages is needed to create that “mutuality
of interest’’ so necessary to the solution of our national labor problem.

The wage rates have always been the bone of contention in the
conflict between capital and labor. So long as wages are the only
link connecting the two interests, just so long will conflict continue.
Wages will never settle the labor problem, because the saturation
point will never be reached. Allowing the relationship to rest upon
wages or working-hour rates will always furnish an issue for the
perpetuation of conflict, an issue never settled, a succession of con-
cessions, truces, temporary peace pacts, but always unrest and “collec-
tive bargaining.” How many more 5 and 10, and 15 percent wage
increases can industry absorb? One prominent Midwestern manu-
facturer reported, “Our base wage rate has increased 50 percent in the
past 5 years.” What is he sharing?—and facing?

“Profit-sharing plans are too paternalistic.”

True, in some cases, but entirely unnecessary. Records show
conclusively that wage earners do not so consider plans which are
properly conceived and wisely administered. The danger of paternal-
1sm is lessened when the basic idea is explained fully to the employee
as something to which he is entitled as a coproducer; not as a gift but
as a right. Another thing which would ﬁelp would be less of the
‘“‘we're just one happy famil{‘” and more of ;you helped make the
profits, boys, a part of them belong to you. You're going to receive
your part and here’s how you're going to get it.”

“Profit sharing will mecessarily raise wages’ or “Profit sharing will
reduce wages.”

It seems strange that these two objections, opposites of each other,
would be heard as often as they are. Generally it is the industrialist
who has never tried profit sharing, but who persists in his prejudice

186738—389——7
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against it, who insists that profit sharing is simply adding more to the
present labor cost and is merely an addition to the wage scale. The
second objection, that profit sharing will reduce wages, is usually
advanced by leaders of organized labor. The answer to these ques-
tions rests entirely on either the form of the plan, or, in the case of the
latter objection, to the honesty of purpose of the plan. The over-
whelming testimony of those executives who have operated the most
successful profit-sharing plans is that the one positive result of profit
sharing has been to stabilize wages, except as they may be governed
by economic changes, and the evidence [urther points to the incon-
trovertible fact that under honestly designed and honestly administered
Froﬁt-sharing plans the wage scale has been maintained at the highest
evel of the respective industry, and in many cases above the standard
or prevailing wage rate.

“Profit sharing may succeed in a small business, but cannot in a big
anstitution.”

This objection is often heard from the executives of large, far-flung,
and disintegrated industrial institutions. The best answer to this 18
that even if the objections were true, profit sharing can be applied to
the great majority of employees in American industry, This for the
reason that 70 percent o} aﬁ’ employed workers in the United States
are employed in establishments having less than 500 employees.

However, the objection is answered by the successful experience of
several very lnrfe industrial establishments whose employee groups
number many thousands and whose operations are widely scattered
and who present practically all the problems within their organizations
which are to be found in any of the larger employing institutions.

A total of 728 employing institutions having profit-sharing plans
have filed reports and schedules in this survey. Five hundred and
eighty-eiﬁht of these companies have presented figures giving their
net worth. These 588 companies show a total net worth of over 22
billion dollars. This is an average of more than $39,000,000 per com-
pany. These companies range in net worth from $10,000 to over
$1,0€0,000,000.

UNION LABOR OPPOSITION TO PROFIT SHARING

When LeClaire attempted to introduce profit sharing in France
100 years ago, he and his plan were criticized by labor as an attempt
to reduce wages. In 1923-25 the British Trade Union Congress re-
jected copartnership and profit sharing as a device to mislead workers
and prevent trade-union solidarity. Union leaders have often ex-
pressed opposition to profit sharing because of the fear that harmony
of interest between employer and employee would lead to abandon-
ment of unions, to an aversion to strike, to an interference with union
representation in collective bargaining and to the general lessening of
the importance of union-labor leaders. There are many companies
with long experience in profit sharing which present evidence that
none of these fears have lproven justified. The opposition of union
leaders indicates a lack of fundamental understanding. Profit shar-
ing should develop a new high type of labor leader, which our in-
creasingly complex economic life requires and should offer greater
opportunities for intelligent workmen to rise in the managerial ranks.
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The sum total of union-labor opposition to profit sharing is stated
in a letter received during the course of this survey from the general
president of a prominent American labor union. He says:

We are emphatically opposed to any formn of so-called profit sharing because
they create the mistaken idea in the minds of employces that such plans make
them “partners’ in industry and divert their attention from unionism. It seems
to become a substitute for collective bargaining, These plans are used to keep
salaries and wages at status quo and even lower levels. Such minor returns as
employces have received have been unimportant in comparison to increase,
dignity, and independence gained through organized unionism.

It is true that profit sharing does create the consciousness of part-
nership between employer and employee. That is the primary purpose
of the philosophy of profit sharing. It is contended by advocates of
profit sharing and proven by those who have put the principle into
practical operation that once the partnership relation 1s established
that a community of interest is developed and from this flows coop-
cration, increased efficiency, and a united effort for successful opera-
tion. The contention that profit sharing will divert employees’ atten-
tion from unionism or that it becomes a substitute for collective bar-
gaining cannot be wholly substantiated by the experience of those
companies which have employed profit-sharing plans. Inquiries to
such companies during the course of this survey bring an almost
unanimous report that the managements have maintained a strictly
neutral attitude regarding union membership, allowing their employees
to exercise their own free will as to affiliating with any union they
choose. The same attitude is found to be true toward collective
bargaining.

“Profit sharing aimed to keep wages down.”

As to the claim that profit-sharing plans are used to ‘“keep wages
and salaries at status quo and even E)wer levels” this is unsupported
by the evidence collected in the course of this survey. In fact, the
reports from several hundred companies employing the rincipie of
profit sharing, as well as the testimony presented at the publ;ic hearings
of this committee in Washington, by executives of many leading insti-
tutions operating profit-sharing plans, bring forth overwhelming ovi-
dence to the contrary. Practically every company which is functioning
under a profit-sharing system is not only paying the standard scale of
wages prevailing throughou. the industry but in many cases are pay-
ing wages considerably above the standard of prevailing wage scale.

The attitude of union labor leaders toward profit sharing has under-
gone much modification within the last decade. Formerly, leaders of
union-labor organiza.ions were unanimous in their opposition to profit
sharing. This attitude is exemplified in the public expressions and
writings of such outstanding leaders as Samuel Gompers, John
Mitchell, Warren S. Stone, and others of a former day. It is pos-
sible that this strong and united opposition of these leaders was caused
by the ulterior purposes which motivated many institutions in adopt-
ing various improper forms of profit sharing in their day. It cannot
be denied that profit sharing has been misused and abused both in
design, motive, and administration. Many of the charges made by
labor leaders of a previous day were founded upon fact. However,
through the trial-and-error test, profit sharing has steadily emerged
with the record of many successful experiences in later years, experi-
ences which proved the honesty and sincerity of management, the
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approval and acceptance of the workers, and the unquestionable
benefits to workers in relieving the uncertainties of unemployment
and the fears of old-age poverty.

The broader and more statesmanlike attitude of present-day leaders
is shown in the testimony offered by Mr. William Green, president of
the American Federation of Labor, at the public hearings of this
committee in Washington, in November 1938. At that time Mr,
Green said:

Labor is not opposed to principles involved in J)roﬁt sharing, but it is op})osed
to the way in which it has been developed and operated—recognition of real
partnership and frank acceptance of the privileges and rights derived therefrom
would be the greatest incentive to sustain efficiency in work that industry could
devise—if the earnings of the industry would justify an equitable distribution of
the profits of industry between investors, management, and employees let it be
done, with a full understanding and in full cooreration with the representatives
of the workers. The one trouble about profit sharing, as practiced by a number
of corporations, is that it has created suspicion and distrust, hecause the workers
know nothing about the basis upon which the profits were distributed * * *
there is a great nced jof frankness and open dealing between the management and
the workers today. Let tho workers know the truth.

Supporting this broad-minded attitude on the part of union labor is
the statement filed with this committee by Mr. Matthew J. Burns,
president of the International Brotherhood of Paper Makers, of
Albany, N. Y., who writes:

1 feel quite certain that the exeentive officers of the International Brotherhood
of Paper Makers and some of the local unions of this organization look with favor
upon some sort of profit-sharing plan to supplement the standard uniform wage
rates established in the paper industry, which prevail ag a wage structure in the
{)aper industry during both good and bad times, with slight variations from time

o time.

Speaking in_behalf of independent unions, Mr. P. W. lorner,
chairman, National Council of Independent Unions, writes the com-
mittee as follows:

The general idea of profit sharing by industry scems to me to be sound in prin-
ciple. Any device which works to provide 8 more equitable division of the wealth
created by industry; which fosters harmony in industry; which lays emphasis
upon those interest which are shared by the owners, the management, and the
employees; and which gives the workers an additional stake in the wcli-being of
the business, is good. This is not to say that I endorse all profit-sharing plans,
but the basic idea of sharing profits of industry with the workers, entirely apart
from their normal wages is good. The National Council of Independent Unions
favors those things which improve the real conditions of the workers and which
promote harmony, prosperity, and jobs for all those engaged in industry.



CHAPTER X

ESSENTIAL FEATURES OF AN EFFICIENT AND
EFFECTIVE PROFIT-SHARING PLAN

In building a structure of a plan or policy, it is important to first
establish the objectives sought to be accomplished. The resolution
authorizing this survey refers to ‘‘extending the diroct benefits of the
profit system to the largest possible number of citizens” and that
“‘the maintenance of the profit system is essential to the preservation
of the compctitive capitalistic system.” That objective, therefore,
must be of first consideration in this recommendation. The next
must be the factors necessary to benefit the industrial system by
creating closer relationships and cooperation between empfoyer and
employee in the industrinf operation.

here can be recited a most impressive and challenging record of
what the capitalistic system, under our American form of govern-
ment, has accomplished for America and the American people.
Nothing in all world history has equaled the production of wealth,
the creation of the standard of living enjoyed by our people, the
inventive genius, tho material Erogress and prosperity of America.
But there 18 one great vulnerable spot in our capitahstic economY.
That is the fact that annually in America several million people
(different estimates vary from 6,000,000 to 10,000,000) finish their
lifetime of work in penury and want. The system will be the object
of continuous, ever-increasing attack so long as this situation exists.
In fact, the system cannot long endure with such a condition being
the annual output of its operation.

Therefore, object No. 1 of our recommended plan should be:

I ProMsiorL/or the creation of an estate or retirement fund for the
protection of old age.

Next in order of importance is the consideration of the effect of
the flat-wage system under which industry has and is operating and
under which there has been created the conflict of interest between
labor and capital. Private enterprise is now operating on the basis
that each group demands and takes as much as it can from the other
Froup. Antagonism is the basis of such a system. Capital sveks the
nighest return possible. Labor desires and demands the highest wages
possible. Management claims large compensation. Government
secks higher and higher taxes. Against and in the face of all these
conflicting interests, the consumer wishes lower prices. Such a
situation can only result in perpetual maladjustment. Something
that will provide a “mutuality of interest’” must be devised. Some-
thing which will provide flexibility in production costs is essential.
Something which will be a “shock absorber” between all these con-
flicting interests and demands is imperative. Therefore, the No. 2
objective of our plan should be:

93
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I1. A plan which will remove the rigidity of flat and fized wage scales,
thereby providing flexibility to production costs and inserting a “‘differ-
ential” 1n the compensation relationship between labor and cadpital.

When we consider this as dealing with a social, an industrial, or
political problem, it must be dealt with through human beir.gs. Laws
seldom solve economic problems. It is easier to change men than to
change laws, It is men and the public opinion they reflect thut makes
laws. If lawsare to bo changed, it is men and their sentiment which will
change them. Therefore, we must proceed to the consideration of—

BASIC PSYCHOLOGICAL FACTORS WHICH CONTROL MEN

In a previous chapter the mass sentiment and social trends of the
day have been reviewed and analyzed. No one can view the social
and political situation facing America without realizing that at the
very base we have a social problem. With no desire to enter into an
involved discussion of sociological or psychological subjects, we must
nevertheless apply our thought toward solving certain problems which
lie at the source of social unrest. To do this it is necessary that we
dismiss consideration of the usual industrial factors such as produc-
tion, sales, earnings, and dividends and do some fundamental thinkin
about the forces that govern the emotions, passions, and hopes o
every human being.

1. “Men with nothing have little concern, if any, in protecting other
men's property.” Why should they?

The source of this psychological truth is not known but it cannot be
denied. Proof of its truth is furnished in practically every instance
of mob violence with its destruction of property. Seldom will you
find & man in a mob bent on burning or destroying property, who
owns property of his own. Property which he may have secured unto
himself through sacrifice and years of hard work represents something
too precious to be destroyed}.v The very thought of his own being
destroyed will bring an appreciation of how others will feel if their
property is destroyed. He knows the cost of his own property, what
1t cost him in labor and savings. He cannot help but see the same
cost of sacrifice and labor and savings reflected in the other property
being destroyed. Therefore, the need of the day is to create respect
for all property by making the employee a possessor of property; by
creating a stake for him in the social order, and thereby creating the
consciousness and pride of ownership.

2. “Men are only deeply interested in that for which they have sacri-
ficed something.”

Consider this from a personal standpoint and no one can deny its
fundamental truth. A man may look at other men’s homes with
considerable indifference, but let him build a home and with that
building make a sacrifice which it entails, and from that moment he
has a deep interest in a home. The same psychology applies to the
raising of a family, to education of children, to the accumulation of
an cstate, to the writing of a book, the painting of a picture, or the
building of a business. Personal sacrifice is the magnet that holds,
and continues to hold, sustained interest.

3. “Men growing steadily well-to-do, building an estate or a strong
security for themsez‘es and their families, and doing it from their oun
efforts, become proud, happy, and jealous of their achievement, and unll
fight for its protection.”
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In this bit of sound philosophy is to be found the seed of ambition,
contentment, and responsibility of citizenship. How valuable that
spirit of “fighting for something’’ would be 1f it existed among the
majority of employees in an institution. A review of the labor tur-
moil of 1937 will bring appreciation of the value of having this spirit
possessed by the majority of an employee group. In practically
every instance of violence or strike trouble, the leaders of disturbance
and of violence constituted a relatively small percentage of the em-
ployees, usually a %roup of the younger members, having no commit-
ments and responsibilities; a group gullible to the promises and claims
of false leaders and to whom a strike offered something new in the
way of adventure and excitement. This minority, in most cases,
comprised only 10 to 20 yercont of the entire employee group. What
of the other 80 percent? For the most part, they were a satisfied
group, many of whom had been through strikes and knew the futility
of strikes. They know what loss of wages means to the employee
group. The older men often counsel against violence and are generally
to be found advising against a strike. But, it may be asked, why
dooes this 80-percent majority stand idly by or retire to the sidelines
and permit the small minority to cause a strike with its destruction of
groperty, closing of the plant, and the loss of wages? The answer is:

ecause they do not have a sufficient stake in the situation to fight for,
to warrant the chance of personal injury. If that majority had a
sufficient stake in an estate or a strong security being built and ac-
cumulated for them and for the security in old age of themselves and
their families, and this stake or security was endangered or threatened
with cancelation by indulgence in a strike, that majority would have
sufficient to fight for and would soon assert their control of the situa-
tion instead of allowing the small minority to injure or jeopardize
their interests. i

4. “If you want them conservative, give them something to conserve.”

This is the Palmerston principle and is closely related to the psy-
chology presented under item No. 3. With every worker having
something to conserve, the group would be a great economizing force
for the conservation of property because of their own interests in that

property.
ELIMINATION OF THE WORKER’S TWO GREAT FEARS

1. To construct a plan with provision for insurance and protection
against unemployment. This will remove fear No. 1 from the worker’s
mind—that fear of losing his job. This is an ever-present, morale-
destroying fear hanging over every worker, creating doubt, distrust
and anxiety. This anxiety in turn is a source of discontent and
dissatisfaction. From these the worker becomes the prey of those
who appeal to his emotions and who lead him into errors and action
which he otherwise would not make or take.

2. Design the plan in a manner which will accumulate a fund for
old-age security. Here is the estate, the strong security, which will
steadily grow larger and larger through the years, becoming as 1t were
“the rising sun’ to the worker in which his hopes and dreams are
bound up and in which he places his confidence in the future and
{rom which he derives the assurance and peace of mind as to his
uture.
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The undeniable fact remains that every last man in America,
whether he be the president of the greatest corporation in the land or
the humblest worker at the bencb, all have the same hope and Igoal
in life—comfort and security at the ‘“end of the road” when old age
rings down the curtain and the working days are ended.

gs company contemplating profit sharing would do well to install
or inaugurate an employee-relations policy simultancously therewith.
This o‘iicy should be primarily designed for conducting:

(l; ) A sustained educational program to—

(@) Inform the employees on company affairs, problems, and
policies.

(6) Develop understanding of elementary economics of general
business.

(¢) Sustain interest in the profit-sharing plan.

(2) Human relationships—

(a) For personal contact, conference, and negotiations.

(6) To handle individual problems and troubles of employees.

It is firmly believed that had many of the concerns who in the past
have experienced difliculties in their profit-sharing oporations, ac-
companied their efforts with a program as above outlined, they would
have accomplished successful and effective results.

PRINCIPLES TO GOVERN INCENTIVE PLANS

There are certain principles which should be adhered to in all profit
sharing or extra compensation plans in order to make them effective:

1. Such a plan should serve to promote confidence and mutual
understanding between employer and employee, and should be in-
augurated with the greatest of care in order that this confidence is
first established.

2. The fundamental purpose of a plan should be the increasing of
the value of the employee’s service both to himself and the employer.

3. The benefits to employees should be substantial and always
additional to the current rate of wages.

4. Particular attention should be given to prevent the plan repre-
genting patornalism or philanthropy on the employer’s part.

5. Employees should be thoroughly informed as to the conditions
affecting the payment of benefits and the amount of the incentive.

6. It will be extremely beneficial for the permanent acceptance of
the plan that the employees be represented in the administration of
the program.

7. The effectiveness of the management of the plan will spell success
or failure and this management should give particular attention to
continued education and human engineering.

Chief Justice John Marshall once snid, ‘‘Laws were instituted amon
men because the passions of men will not conform to the rules o
equity and justice without restraint.” This should be remembered in
designing a plan. Coupled with equity and justice, there should be
provisions for penalties for violation of purposes and objectives of the
compact. Recent experiences of companies who expended millions for
welfare work, only to be repaid with ingratitude expressed in terms
of strikes and destrnction of property, emphasize all too well the
declaration of Justice Marshall.
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The selection of the plan is of paramount importance. Second only
are the motives of those choosing its adoption. Good faith is the
essence of any contract. Profit sharing, entered into whole-heartedly
bf' both sides with a sincere determination on the part of both em-
ployer and employee to do his share, will produce results, the value of
which can be appraised in tangible benefits at the end of every fiscal

ear.
¥ The consideration of profit sharing need not be restricted to com-
panies already making a profit, as 1s popularly believed. The ex-

erience of various business concerns reveals that profit sharing has

een employed to carry companies out of the red and into the black
bl¥i securing that measure of enthusiastic cooperation and increased
efficiency which is the direct result of a consciousness on the part of
the workers that they will not only be treated fairly by their employ-
ers, but that they have a material and predetermined interest in the
results of the efforts of both workers and management.

Profit-sharing is but one phase, and should not be regarded by
anyone as a panacea for all of the ills afflicting industry. It does
offer a firm foothold whereby one may build toward a safer and saner
future. It should not be taken as something to be set up entirely
independent of all other factors, but in complement with the numerous
other factors invariably found in an{ company having a profit-sharing
plan, it provides an added and perhaps the dominating incentive or
influence for a worker to do and to be his best, and inculcates in
management an appreciation of the services rendered, and establishes
a habit of thought conducive to reasonable treatment of any and &ll
employee-employer problems. Such & program requires no one to

ive up more than he will gain. On the contrary, it affords a direct
incentive for all members of the team to pull together because of the
u}lltixpate and large reward which will be made available for mutual
sharing.



CHAPTER XI

HOW PRACTICAL IS THE APPLICABILITY OF PROFIT
SHARING TO GENERAL INDUSTRY

A conception which holds almost universal acceptance is that profit
sharing is impossible of standardization and that it cannot be uniformly
applied to general industry. To the extent that no one plan, complete
in all its dotailed provisions and regulations, can be applicable to all
companies or industries, this is true. However, it has been demon-
strated that a general formula, adopted by this survey after study and
analysis of all plans considered, and recommended in chapter XV, can
be successfully applied far more widely throughout industry than is
generally belioved.

In substantiation of this contention, the staff of this survey has
projected the recommended formula upon the financial structure and
operating status of more than 50 of the largest and most prominent
industrial corporations in the United States selected from ten or more
key industries. '

ith only slight modification of figures, to avoid direct identification
of the companies, the following ‘‘case studies” are presented for
consideration.

- Case study No. 408—an electrical manufacturing company.—Capital
over $200,000,000; number of employees over 50,000; present annual
expenditures for employee benefits over $10,000,000. If suggested
profit-sharing Flan were adopted: The required contribution by the
company would be $6,000,000—a saving of $4,000,000—and, we
believe, a more simplified program of employee relations with more
effective results.

Case study No. 269—Farm machinery manufacturer.—Capital over
$200,000,000; number of employees over 30,000; present annual
. ex&)cnditureS for employee benefits over $9,000,000.

f suggested profit-sharing plan were adopted, the required con-
tribution by the company would be $3,250,000—a saving of $6,000,-
000—and a thoroughly effective employee relations policy which
would reflect its value in harmonious and cooperative attitudes.

Case study No. G2—Retail chain store organization.—Capital over
$75,000,000; number of employees over 25,000; present annual ex-
penditures for employee benefits over $2,300,000.

If suggested profit-sharing plan were adopted, the required company
contribution would amount to $1,020,000—a saving of over $1,000,-
000—and, we believe, a greatly improved relationship throughout its
entire merchandising and sales organization. On the contribution
basis named, this company could maintain a ratio of more than $3
for each $1 contributed by employees, thereby insuring the building
of individual estates for retirement of such size to have a lasting
challenge and satisfaction.
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Case study No. 182— Tobacco manufacturing company.—Capital over
$100,000,000; number of employees over 10,000; present annual
expenditures for employee benefits $1,200,000.

f suggested profit-sharing plan were adopted, the required company
contribution would he $1,500,000 in order to maintain a ratio of $3.50
to each $1 of employce contribution which, it is believed, would insure
this company a labor-relations rolicy of greatly increased stability
ang l1mn;enscly improved morale with the rewards of cooperation
and loyalty.

Case study No. 80—A mining and smelting company.-——Capital over
$75,000,000; number of employees over 8,000; present annual expendi-
tures for employee benefits $1,125,000.

If suggested profit-sharing plan were adopted: The required comi)any
contribution would be $750,000—a saving of over $375,000—which,
it is believed, would give the company very valuable returns in im-
proved employee loyalty, satisfaction, and cooperation.

Case study No. 5i3—A petroleum products company.—Capital over
$450,000,000; number of employees nearly 20,000; present annual
expenditures for employee benefits, $2,800,000.

f suggested profit-sharing plan were adopted: The company con-
tribution of $3,750,000 would permit a ratio of $2.50 to each $1 of
employee contribution. While requiring an increased expenditure,
it is believed, this plan would immeasurably improve the relations
between management and employees to the extent of more than bal-
ancing the increased expenditure.

Case Study No. 377—A chemical products company.—Capital over
$375,000,000; number of employees over 40,000; present annual ex-
penditures for employee benefits over $14,000,000.

If suggested profit-sharing plan were adopted: The required com-
pany contribution would amount to approximately $9,000,000—which
would maintain a ratio of more than $3 for each $1 contributed by
employees, thereby insuring the building of substantial retirement
estates. The plan would also simplify the present employee-relations
program by substituting one comprehensive plan for nine existing
policies which overlap and require expensive administration.

Case Study No. 187—A public utility company.—Capital over $150,
000,000 ; number of employees over 4,000; present annual expenditures
for employee benefits over $1,100,000.

If suggested profit-sharing plan were adopted: The required con-
tribution by the company would amount to $1,210,000 which would
permit of company maintaining a hif;h ratio of over $4 for each $1 of
employee contribution. Such a high ratio is not necessary, but this
comparison indicates how attractive the retirement estates could be
made which would mean all the more interest and stimulated efficiency
on the part of employees.

Case Study No. 490—Chain drug-store company.—Capital over $20,-
000,000; number of employees over 10,000; present annual expendi-
tures for employee benefits over $1,500,000. .

If suggested profit-sharing plan were adopted: The required com-
pany contribution would amount to $275,500—a substantial saving—
and, in the estimation of analysts, a greatly improved relationship
between management and employees. .

Case Study No. 6067—Machinery manufacturing company.—Capital
over $50,000,000; number of employees over 10,000; net profit over

)
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$10,000,000; pay roll over $20,000,000; no annual expenditures for
emf)loyee benefits. .

f suggested profit-sharing plan were ados)wd: This coripany,
which has experienced considerable labor trouble and dissatisfvction
would contribute $1,000,000 against the employee contribution of
$500,000, or at a ratio of $2 for each $1 contributed by the employee,
thereby establishing a partner-in-interest relationship and insuring the
accumulation of su%stantial and challenfgin% estates, which would un-
questionably harmonize the relations of labor and management in a
most effective manner.

Case Study No. 476—Car-manufacturing company —Capital over
$50,000,000; number of employees nearly 3,000; annual net profit over
$4,000,000; pay roll over $8,000,000; annual expenditures for employee
benefits over $400,000.

If suggested profit-sharing plan were adopted: The required com-
pany contribution would be $450,000—practically equal to present
expenditures—and a partnership relation created which, it is belioved
by those familiar with their labor situation, would establish much
improved conditions in the employee anks,

Case Study No. 5268——Beverage-manu{acturing company.—Capital
over $50,000,000; number of employees less than 2,000; net earnings
over $20,000,000; Amy roll about $3,000,000; no annual expenditures
for employee benefits reported.

If suggested profit-sharing plan were adopted: A 1 percent of profit
contribution amounting to less than $200,000 would establish a ratio
of nearly $3 company contribution to each $1 of employee contribu-
tion, thereby insuring the accumulation of retirement estates for each
employee wﬂich would insure old-age security and create cooperation,
personal interest, and loyalty of the highest degree. :

Case Study No. 169—Cigarelte manufacturer.—Capital over $15,
000,000; number of employees about 3,000; net profit over $5,000,000;
E:.y roll about $2,500,000; no annual expenditures for empioyee

nefit reported.

If suggested profit-sharing plan were adopted: This com%any which
paid more than $4 per share on $10 par value stock, would be required
to make a contribution of less than 4 percent of its earnings in order
~ to maintain a ratio as high as $4 for each $1 contributed by emJ)loyees,

which would insure employees a retirement estate of large and attrac-
tive proportions and in turn create a participating relationship so
appealing and satisfying as to insure maximum cooperation and

egiance.

(,%’zlse Study No. 100—Steel company.—Capital over $125,000,000;
number of employees over 15,000; net earnings over $12,000,000;

ay roll over $25,000,000; no annual expenditures for employee

enefits reported.

If suggested profit-sharing plan were adopted: This company, which
has experienced severe labor troubles with heavy losses, would be
required to contribute about $1,200,000 against employee contribu-
tions of $750,000 in order to maintain a ratio of about $1.75 for each
$1 contributed by employees, to insure the development of retirement
estates so attractive as to insure stability of employment with a high
degree of cooperation and loyalty.



CHAPTER XII

SENTIMENT AND OPINION OF EMPLOYEES OF PROFIT-
SHARING COMPANIES

Most labor trouble has, as a basis for grievance, the lack of dollars and cents
that a man receives for his efforts. To share ?roﬂt,s creates a feeling that the
company is doing all possible to ’pa,v him what his type of employment is entitled
to. For him to become a part o any labor disturbance would be equal to “killing
the goose that lays the golden egg.” Heretofore, a man thinking of becoming &
part of a strike considerced the cessation of wages but once he becomes a part of &
groﬂt—aharing arrangement, he thinks twice where he only thought once before.—

.E. 8. (timekeeperg. Philadelphia, Pa.

Profit sharing creates a feeling of partnership, a better spirit of cooperation, and
makes one more careful of material and equipment. Most employees try to im-
prove in efficiency and production so as to remain longer with the company and
share in the profit sharinfi By this the comkany bene tsllV?' not having to worry
about hiring new men.—B. A. 8. (foreman), Kansas City, Mo.

I am 100 percent for profit sharing. It causes an employee to have a greater
interest in the success of hiz company and will certainly reduce labor trouble.—
A. 8. M. (assistant production manager), Los Angeles, Calif.

I approve of profit sharing. We have no lahor trouble. The employees are
saving material and equipment at all times and take their work as their own
business. It brings management and the employee closer together which help
both company and employee. Profit sharing does not hold down the pay of
gnplo\yeeﬁ in our company as it is never figured as wages.—W. G. C. (electrician),

ew York,

Profit sharing should exist in every company. It definitely produces better
cooperation. It certainly helps to make their future old age more secure. If
an employee feels he is a part of a company, he certainly won’t try to destro
the source of it. The company I work for has been sharing profits since 1907,
I believe our system of profit sharirrig has saved the companly from strikes and
dissatisfaction among employees. The only imﬁrovement would suggest is
more busincss.—R. F. K. ?electrician). Chicago, Il

Profit sharing is the best investment that the employer can make. It removes
worries of the em]ployee and gives him a greater personal interest in the company.
There will be no labor trouble in a company like ours.—P. E, W, (photo finisher),
Rochester, N. Y.

I personally approve of profit sharing, Personallg I feel that I am a partner
and any way that I can increase the company’s prolit I will get mgv share. We
have not experienced any labor trouble in our company.—M. H. 8. (purchasing
agent), Los Angeles, Cslif.

I have been with my company 23 years and I hope to remain as long as I live,
We have never had one bit of 1abor trouble. I bought my home out of my bonus
money, and a180 my automobile, In the last 10 years we have lost five men—
four retired and one died. We have the greatest company in the United States.—
M. A. L. (hammerman), Pennsylvania.

I approve of and appreciate profit sharing very much. Employees are more
careful of material and equipment because they have the feeling that they are
working for their own benefit. I have worked for this company 10 years and I
enjoy privileges and consideration I never reccived from any other company.
Our profit-sharing plan certainly creates a better feeling among employees.—
J. C. C. (furnace operator), Detroit, Mich.

Under profit sharing any intelligent employee would certainly feel a greater
responsibility. It gives a feeling of security. I have worked for this company
20 years and hope to do so forever.—W. H. S. (pattern maker), Philadelphia, Ps.

101



102 PROFIT-SHARING AND INCENTIVE TAXATION

I am for profit sharing. It makes us feel as one of our firm and unquestionably
creates personal interest, causing employees to be careful of material and more
earnest in their work,—K. O. M. (clerk), Altoona, Pa.

We have in our company a lane number of employees who hiave been here from
20 to 40 years and who are of the higheat type of loyal efficient workmen, Our
company’s profit-sharing plan and other beneficial policies is entirely respunsible
for having such a satisfactory personuel. Our feeling of safety and security leaves
our minds free to concentrate on the earnest performance of our work.—W. W. Z,
(supervisor), Rochester, N. Y.

Profit sharing has created a feclimf of being treated fairly and being important
enough to warrant consideration. There is & feeling of partnership if the employee
is kept posted on the status of the company, the trends of busiuess{ and estunates
of the future. Our systemn reduces labor turn-over~—R. N. F. (supervisor),
Philadelphia, Pa.

"There has never been any labor trouble or unrest in our company in my 26
years with it. By having a percentage of your salary taken you do not miss it
and you are quite proud to receive a profit-sharing certificate that has brought an
interest rate as high as 15 percent. In 1037 the interest was 9.25 percent and in
1938, 10.25 percent.—N. M. G. (filing clerk), New York City.

Profit sharing makes one feel like management itself. Without it a job is only a
job. I have yet to see any person working in profit-sharing industry that is not
careful of material and c?\}:ipyment because this keeps up profits and dividends.~—
J. A. (clerk), Rochester, N. Y.

The company for which I work has been exceedingly fair both in wage remunera-~
tion, profit sharing, protective insurance, and personal consideration, all of which
removes fear from employees and produces a better cooperation and personal
interest by the employce.—S. A. B. (store manager), Washington, D. C

Profit sharing is the best step in labor harmony yet taken. The more you do
for the company the more profit you have to share. I think all profits shared
should be placed in a fund for use of employees during slack periods.—J. W.
(machinist), Philadelphia, Pa.

Looking forward to reccive somcthing more than just wages makes one feel he
should do his best always. If my workmanship is good on our product then the
customer will buy it, if not both of us lose. The employee understands that
material and equipment cost money and by keeping the cost down, profits go up.
Employees cannot expect to get something for nothing, but if they give their best
they are sure to be rewarded.—N. G. U. (machinist), Detroit, Mich.

Profit sharing has created a better spirit between employees and managsment in
our company. Under our system we are investors in the company. Naturally
we turn out better work if we know at the end of the year some of the profits
belong to us. A firm having a profit-sharing system should not be taxed by the
Federal Government on the same basis as a firm not having a profit-sharing
system.—E. W. ‘(electrician), Chicago, Ill.

In 20 years of factory work it is my feeling that profit sharing is a big factor
in job satistuction, Our plan contrihutes much to future happiness and planning
of our families. It increases a scnse of responsibility on the part of the employee.
Employees generally feel age of 656 for retirement should be lowered.—F. A. L.
(truck driver), New York.

I certainly believe in profit sharing and in the better spirit it creates. I have
worked in four companies, three of them nonprofit sharing, and I have never
been so satisfied a8 1 am now. I think profit sharing is one of the greatest ad-
vancements for labor there iz, It tends to create a fine sense of loyalty, it helps
the employee to save money.—i. M. M. (buffer), New York.

For the employee profit sharing gives prompt evidence of the earnings of the
compan{'. As a result he is a more alert and better informed worker as well as
a more intelligent voter in elections affecting his own and the earning power of
his company. For the employer profit sharing puts everyone on their toes.
The morale of the organization iz improved and benefits to the stockholders as
well as to the employees is the result.—S. B. H. (engineer), Michigan.
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In my opinion, anything that benefits the workman will produce a better spirit
of cooperation, create a greater personal interest, and make the employee more
careful in handling the material and goods of the company. I have worked in
profit-sharing systems where executives raised their salaries and that of the office
force when there was plenty of work and times were good, and the men that
produced the goods got a very small share. Such a profit-sharing plan will do no

ood. If profit sharing is on the square it will work for the benefit of everybody.—
» B. L, (woodworker), Kansas City, Mo.

Profit sharing will cause employees and management to work in harmony
and create the partnership interest. There is no question of it reducing labor
trouble and making workers more sincere in the performance.of their .cork,
Give us back the 45-hour week which we formerly had. We don’'t want less
hours, we want more work and more money.—J. 8. (laborer), Cheltenham, Pa.

I certainly do believe in profit sharing. There would be no troubles between
management and employees if every company had a profit-sharing plan like our
company. Under profit sharing the employee knows he is receiving ail the
company can afford.—A. M. (machinist), Chicago, Il

I believe profit sharing creates a better fecling and makes one more interested
in his work. I know it makes them more careful of material and equipment.—
W. M. (lahorer), Philadelphia, Pa.

Profit sharing does produce a better spirit of cooperation and makes one feel
like a partner, causing employees to have a greater interest in the company and
their work., There has never been unrest, dissatisfaction, or labor troubl s in
our company. I have never scen any dcliberate carelessness with material »nd
cquil)mcnt, but on the contrary, I noticed many little economies practiced by
employees.—A. 8. (office worker), Chicago, Il

If there is a real true spirit put into effect with profit sharing by the employer
it is a very beneficial thing for both parties and will climinate a lot of friction
between company and worker which is something greatly needed today as never
before. There are many em&’]oycrs who have forgotten what or who is behind
the gates of their factory. e have a bonus system in which some participate
ﬂfllqome do not. In my opinion it is unjust.—B. C. B. (electrical engineer),

ichigan.

I have been employed with my present employer for 20 years and the manage-
ment of the company really cooperate with the employees. We have never had
one bit of labor trouble. The emé)loyecs feel they really have more than a job,
Our profit-sharing plan has enabled myself as well as many others employed with
the company to become home owners.—W. J. K. (heater), Pennsylvania.

A profit-sharing plan gives the employee a lump sum of money at a certain
given time in each year which can be used to greater advantage than the same
sur spread over 52 weeks. It also makes a better spirit between company and
employees and unquestionably stops labor trouble. The only improvement in
our plan I could suggest is that of giving the employee information as to how the
8;:10“?:5 of money or percentage is determined.—J. P. K. (foreman), Masaa-
chusetts,

I believe in profit sharing as long as it applies to all employees in the company.
In our company the higher-paid employces are satisfied, but the lower-paid em-
ployecs do not think well of the bonus fund based on a sliding scale.—R. C. M.
(junior executive), Pennsylvania.

Profit sharing is the thing. It means working all {ear at a small hourly wage,

but, on the other hand, the average worker doesn’t save much out of his pa

regardless of what he earns. This profit-sharing plan provides a lump sum whie
roves to be of much greater benefit and would otherwise never have been saved.—
. A. H. (machinist), Detroit, Mich.

I believe in profit sharing when employers are fair about it. It has done well
in our company, but I do aot think high-salaried officials should share profits in
the same basis of percentage as the lower-paid employees, as that takes the bulk
of profits from employoes, and they are actually the ones who produce the goods.
I believe in fair play to both partics, and when that is done you will have no labor
trouble.—A. J. 8. (foreman), Kansas City, Mo.
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Although the company may have a high financial investment in its business,
the employee also invests his life, labor, skill, and ingenuity to assist the com-
pany for which he labors. The profit from a given article can be either large or
small depending often on the short cuts to production supplied by employees.
The skill and ingenuity that a man may applg to his work is not entirely com-
pensated for in his weekly pay envelope.—J. S. (clerk), Philadelphia, Pa.

I am emphatically for profit sharing providing the plan is as well worked out
as in our company becausc each employee is informed fully on the method em-
Eloyed in arriving at a share allotted. After 20 years’ continuous service I firmly

elieve that profit sharing is the best investment a company can make. Our
wage-dividend plan seems so much a part of the general policy of the company
to do all that is possible to make the employees feel they are a vital part of the
organization, that it is only natural to look on material and equipment as belong-
ing to us—our company.—J. F. M. (apprentice supervisor), New York,

I believe thoroughly in profit sharing as practiced by our company because it
is fair and the sharing is divided proportionately among the employees. We have
a splendid spirit of cooperation. In my own case 1 have even caught myself
turning off electric lights where not needed in the interest of economy for the
company. Our plan has helped me hecome a stockholder. I would never have
saved the money which I have, had it not been for our plan. Toofoften extra
compensation is not spent for old-age security.—L. M. H. (clerk),'Detroit, Mich.

Profit sharing not only produces a better spirit of cooperation and a greater
personal interest in the success of the company but it lalso makes !the iemployee
more interested in the welfare of the company.—H. B. (instrument maker),
Pennsylvania.

Profit sharing unites employees and management in a feeling of partnership
and reduces unrest and dissatisfaction. 1 am satisfied in every way with the
profit-sharing plan in our company. All companies should have one. If all
the companies had profit-sharing plans we would never have heard of C. 1. O.
or N. R. A,,or W. P. A—C. W. H. (hoiler fireman), Pennsylvania,

I surely endorse profit sharing. In my judgment it makes a better spirit on
both sides. It makes the employee do his best knowing he has a partnership
interest. As a whole we have had no labor unrest, but there are always a few
kickers who are hard to please.—A. N. (woodworker), Philadelphia, Pa.

I am heartily in favor of profit sharing. It is a great help in reducing labor
trouble. I think my employer is one of the fairest men I have ever worked for.
However, a man in the oftice most of the time is not in a position to see things’as
they really are in any shop or factory. The trouble with our plan is that all
employees are not henefited. Tools are broken, materials wasted that I think
would not be if each employee worked under the profit-sharing plan, for if it were

roperly explained to him he would realize that he and the employer were both
osing from his carelessness.—C. A. W. (rolling-mill hand), Philadelphia, Pa.

Profit sharing builds good will and helps to keep expenses down because every
employee takes a greater personal interest. Agitators have no place in a profit-
sharing company. In our company every employee watches every possible leak
of profit. There can be no slip-ups in the arrangement for handling the money
involved end the gart contributed by the employee is invested in Government
securities.—A. F. S. (accountant), Los Angeles, Calif.

Profit sharing helped me to have & home of my own and better living conditions
than I could ever have had otherwise. There is no question of it stopping labor
trouble and making employees more earnest and sincere in their work.—E. A. 8.
(hammerman helper), Pennsylvania.

I believe profit sharing creates greater respect by employee for his employer
because he becornes a partner. Our company never had a strike or the least bit
of labor trouble.—R. D. (laborer), Pennsylvania.

Profit sharing makes harmony, stops dissatisfaction, and makes workers more
careful of material. It also tends to reduce labor turn-over which in turn saves
on costs. The only improvement I would suggest in our plan is that the company
give a financial statement showing how the profit sharing is derived instead ot
jl}xlat ai t't;liud gift of so much percentage.—L. E. A, (electrical engineer), Massu-
chusetts.
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Twenty years’ observation of the profit-sharing plan operating in our company
caugses me to approve profit sharing. Inasmuch as we have always enjoyed a
sharing of profits, the taking of losses might be ‘“a horse of a different color.”
There must be the assurance that the funds invested by the worker are absolutely
safe.—G. M. (seeretary), New York,

I belivve our plan of profit sharing weeds out the undesirables. An employee
must work for 3 years before becoming a member of our plan so the floaters can-
not benefit. Ours is an honest plan for honest men. No question of it producing
better spirit of cooperation. It tends to eliminate waste and labor troubles. Of
course, there are some that are always dissatisfied and will kick about anything,
but the majority control.—L. C. G. (iron worker), Los Angeles, Calif.

Profit sharing makes men feel that the better they do their job the more they
will make. I think this plan is beneficial to both the company and the employee
but I don’t think it would be any benefit to either if it was compulsory for the
compary to pay profit sharing. It must be voluntary and mutually agreeable.—
J. A. P. (store manager), Washington, D. C.

Profit sharing definitely establishes partnership relations causing greater per-
sonal interest in the success of the company. I believe it to be the connectin
link between employee and employer, thereby creating cooperation, sincerity o
purpose, friendliness, economy of operation, all qualities which go to make up a
successful organization.—D. I. R. (secretary), Beverly Hills, Calif.

The plan used by our company is a combination investment and profit-sharing
plan, guaranteeing a 5-percent return regardless of whether the company makes
a profit or not, while the share of course is larger according to the profit made.
For most of us it is one steady source of outside income aside from straight wages
or salary and during the depression it was certainly the one safe investment most.
of us had. Our plan was so carefully worked out when inaugurated that it has
withstood all tests for many years. It has reduced labor trouble and I am sure
it makes all employees more careful of material and equipment and more sincere
t(z)nd earnest in the performance of their work.—A. M. C. (secretary), New York

ity.

Under our profit-sharing plan we have a better spirit of cooperation and an
employce has 4 personal pride in his company. Employees take an active interest
in the affairs of the company. There is no labor trouble or unrest. Management
drew up the plan and it is my opinion it is the best for the company and the
employees. That has always been the company policy in dealing with its em-
ployees.—R. E. L. (clerk), Philadelphia, Pa.

I believe in profit sharing if it is not made a substitute for regular wage increases.
It creates an interest in the final outcome of the job, because you will participate
in any profit therefrom. If the sharing is sufficient to accumulate funds to take
care of one's old age, it will remove all fear of the future from employees. Em-
floyees are careful with material because they know that waste eats into profit.

feel that profit sharing must be honestly applied so that the employee does not
feel that the management is reluctantly sharing only that which it can not absorb
by bookkeeping, high salaries, bonuses, and other methods all too frequently
employed in the past. I have thought that perhaps there should be some 1elation-
ship between dividends and salaries to executives and profit sharing.—M. 8. W,
(draftsman), Pasadena, Calif.

The value of profit sharing increases directly as the percentage which it is of
the income of the employee increases. An increase in wage rates and taxes cuts
profits and thereby prevents the plan from operating at times when it might be of
greatest value. Among the values of profit sharing is the spirit of cooperation
which it creates and the greater R;rsonal interest developed in the employee for
the success of the company.—P. M. H. (superintendent), Detroit, Mich.

Provided a suitable wage is‘paid in connection with profit sharing, I am sure
there will be no unrest or labor troubles in the plant. [ believe that the sum of
money paid in & lump sum gives an employee a chance to purchase some luxury
that he would not be able to purchase otherwise. In our plan we have asick insur-
ance, and the premium is deducted from our profit sharing. This has proved very
beneficial in times of sickness.—A. C. D. (foreman), Massachuset{s.

I certainly believe in profit sharing for its value in improving cooperation and
better performance of work on the part of the employee. In my case it creates a
feeling of permanence and appreciation of my efforts. The fact that my employers:

136738—30——8
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are desirous of keeping their employees at least to the age of 60, which is the
retirement age in our company, is in itself a great relief in this age and time of
uncertainty.—R. C. L. (detailer), Los Angeles, Calif.

I heartily approve of profit sharing because of the different feeling it puts in
the heart of the employee making a greater personal interest in the success of the
company. I consider it a great privilege to be a participant in a profit-sharing
plan such as is operated by our company. The investment plan guarantees an
income that does much to remove all worries.—E. F. B. (file clerk), New York.

I believe in profit sharing. It improves the cooperative spirit and the feeling
of partnership, thereby eliminating labor troubles, removing fears of the future,
and causing employces to be more careful of material and equipment. All
possible expansion should come from new capital invested, not from the profits,
Then there wculd be more to share with the workers, and in turn that would
increase sales. I believe this is the cause of our economic failure today. Thirty
{Iears ago a businessman made a good living at about $5,000 during his life.

owever, today they must make millions. No leader of any industry is worth
$100,000 per year. They get that by taking it away from the workers. Do not
spend the profits in lean years on unnecessary equipment.—R. B. (inspector),

hiladelphia, Pa.

If all companies operated on the same profit-sharing plan as our company does,
I feel sure the labor problem would be solved. It has done wonders in our plant to
create a better spirit of cooperation and feeling of partnership. Of course, this
has eliminated all labor trouble. When other Elants in our community had
strikes, we were working in perfect harmony.—G. C. B. (foreman), Steel Co.,
Pennsylvania.

In my estimation, profit Sharing develops a personal interest on the part of the
employee in the success of the company because he has the feeling of partnership.
There is no question of greater care of material and equipment and & greater
desire to perform the work better because they are vitally interested.—M. E. 1.
(draftsman), California.

I believe in profit sharing. For me I have a feeling of being a partner. We
l&av; no labor troubles in our company.—J. A. Z. (tool maker), Poughkeepsie,

Yes; I do approve of profit sharing because it gives me a better spirit to work
and so much more care in company matters. It makes employees more careful
with materials, tools, and products because men know that losses will reduce their
proiits.—E. C. (laborer), Philadelphia, Pa.

Profit sharing is the thing because the employee knows that it benefits him and
when he realizes this he is under entirely different relationship with the comgugi/
and attitude toward his work and to the care of material and supplies.—E. A. N.
(chauffeur), Philadelphia, Pa.

I believe in profit sharing because it stops labor trouble. If the plan would
only include some form of old-age security, then there would be no worry on the
employee.—F. A, E. (salesman), Kansas City, Kans.

I believe in profit sharing, but I believe that all employees should be paid the
same percentage of the profits. In our company there are three classes, namely,
A, B, and C. A class includes office executives, B class includes shop foremen,
and C class includes shop employees. When the profits are shared the A class
receives 75 percent of their salary, the B cluss receives 50 percent and the C class
receives 25 percent. In my opinion all classes should receive the same percent-
age.—O. H. (mechanic), Detroit, Mich.

I approve of profit sharing because it does produce a better spirit between em-
ployees and management, makes an employee feel like a partner, causes an em-
loyee to becomé more interested in his work for the success of his company.
t does much to remove the fear that often worries employees into doing things
they would not otherwise do. I am sure it causes all conscientious employees to
be more careful and earnest in the performance of their duty.—W. J. P. (press-
man), New York.

The bonus or profit-sharing system was put into effect in our company in 1921,
The smallest-paid employee participates in the plan. To me and all the rest of
us we have observed that profit sharing puts a position of trust on us; in other
words, we are looking out for the company’s interest and we try to do our best
work.—H. R. H. (roll turner), Pennsylvania.
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Profit sharing produces a better spirit of cooperation where a fair weekly wage
is paid, but it will not do so when wages are kept under par. Where an employer
endeavors to satisfy his employees, they are bound to have greater personal in-
terest in his success and the success of the company. An employee will naturally
be more careful with materials and supplies because the more these cost the
company, the less profit to be shared. Of course, every idea has two sides, and
personally speaking, if an employee does not receive weekly wages so that he can
keep his necessarg expenses up to par, then profit sharing is useless. The amount
he might be eligible to receive will only help him catch up on expenses he could
not pay while working on a low rate of pay.—E. P. W. (laborer), Philadelphia, Pa.

I believe in profit sharing because the employees do more to make profit than
the stockholders, and, therefore, it seems only fair that they should be rewarded
for their work outside of their monthly or weekly wages. Profit sharing makes
for a more congenial relatienship and gives the employee more incentive to do
his best at all times. Our plan could be improved if some sort of saving fund
be established out of profit. If %his savings could be built up it would do more
than anything else to relieve employees of worry.—E. B. (bookkeeper), Michigan.

Ifavor profit sharing because it is one way of saving even a small part of one’s
earnings which we would not otherwise save. It is surprising how much can be
saved in this way. In addition to this, it makes the employce feel like being a
partner and once he is a partner he is not going to cause labor troubles which
injure his own company.—J. B. (machinist), Chicago, IlI.

I believe our plan is the best plan in actual use today, as we have worked out
all details to the utmost advantage of ail workers. Tie only drawback is that
such small interest can be obtained in any good investment of our services.
Otherwise, profit sharing does so many things to unite employees and employers
for the common good of the company.—K. D. K. (sales enginecr), Chicago, Il

Our profit-sharing plan has only been in operation 1 year, but from present
indications there is already a better spirit of cooperation between employees and
management. We are all grateful to the company for establishing the plan.
It seems to be sincere and there is no present indication of it being used to enforce
unfair practices. Such a plan as this may remove the uncertainty regarding
social security. Who knows how long the Social Security Act may last? A
different administration in Washington may change it. Adverse taxation may
change it.—H. L. (clerk), Chieago, Ill.

I am a whole-hearted believer in profit sharing. It creates a more cooperative
feeling between employer and employee, as the worker feels he is just like a stock-
holder in the company. He realizes that the more he does his work earnestly
and efficiently, the more he tries to eliminate waste, etc., the company will make
more profit which in turn will give him more in the way of profit-sharing bonuses.
To me our plan is about perfect.—F. P. L. (accountant), Los Angeles, Calif.

Profit sharing not only reduces labor troubles but also labor turn-over because
it gives a man & desire to stick. He has the feeling that he will have something
for his old-age retirement. Of course, there are always a few that don’t care, but
the majority become more earnest and sincere in their work under profit sharing.—
M. P 8tinsmith), Chicago, IlI.

We have never had labor troubles in our’Iplant, and I am sure that profit sharing
will reduce labor troubles everywhere. The plan in our company removes the
fears that worry employees about the future and old age. Profit sharing makes
one feel a relation of partucrship and unquestionably develops a greater personal
interest and a more earnest attitude in the performance of his work.—L. M.
(chemical worker), Chicago, IIl.

I certainly approve of profit sharing, and I hope more companies will do this.
My experience and observation is that it very definitely deve ops a better spiril
of cooperation between all interests in a company. I know it has at our company.
We have never had any labor trouble. It also is certainly a fine thing to know that
upon retirernent or lay-off there is some money coming to you. I think our com-
pany records will show that the employees are more careful with material and
supplies. If only more employers would realize that every employee, with few
exceptions, is interested in helping the emﬁloyer make more money, for we know
that if he can operate profitably we will have job security, and living wages so
that employees can supply the ordinary needs of their families and church mem-
bership which are so necessary. Profit sharini should be shared equally between
stockholders, management, and employees. All three are vitally interested and
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should share equal responsibility. The only improvement I can think of in our
plan is that employees should know more about what the profits are and what
percentage we are getting-—N. T. (clerk), Chicago, Il

I approve of profit sharing by a company because a better feeling seems to-
exist already in our company although our plan has only been operating a short
time. It gives you the feeling of being in partnership with your employer. Labor
unrest seems to be reduced to & minimum. The fear of old-age security is defi-
pitely removed with profit sharing for the employees. I would say that after
our first year of profit sharing there is a marked improvement in the work pro-
duced. aterial that has been drawn for jobs since our profit sharing has shown
less waste and less calls for lost parts. I believe that if all employers have profit-
sharing plans, it would be possible to do away with Social Security—C. G. 8.
(stock room manager), Chicago, Ill.

A profit sharing of surplus profits is more desirable than any other incentive
form of payment. It shows that the management in its drive for succese is not
unmindful of the wage earners part in that success. - Then the wage earner feels
his part in making success possible and is more concerned for waste energy and
waste material. An intelligent Proﬁt-sharing plan can be one of the greatest
agents of good will. It will stabilize the wage earners’ faith in the future. Some
workmen are sincere in their work regardless of ang glan, but others would exer-
cise greater care and effort under groﬁt sharing. Others dominated%y some un-
desirable influence would seem to be more careless by comparison. e have one
bad feature in our compan{; and that is that the present bonus payments on pro-
duction vary greatly in the many divisions within our company. We make
nearly 300 products. These bonus payments vary by reason of gas, heat, and
other causes but cause a great deal of contention because they are not uniform.
I favor profit sharing of net profits after deduction of all costs and reserves, based
on a person’s wage or earning power.—C. F. A. (carpenter), Michigan.

There are very few intelligent men who at one time or another have not enter-
tained the thought of “going into business.” To work for a compan’i: as well
established as ours, under a profit-sharing plan, satisfies that desire. Then you
have the feeling that as they advance financially, so do I. Therefore, in every
way possible one tries to assist in the further success of that company. It seems
t<l)] me Pthat here is the key to success of industry.—J. E. (accountant), Philadel-
phia, Pa.

Our profit-sharing plan has rcduced unrest and dissatisfaction. Every con-
scientious worth-while employee realizes that it is to his advantage to avoid waste
in both materials and time. Particularly now, with contributions to social
security and unemployment, profit sharing is of benefit as it offsets these dpayments.
As in most cases the employer’s tax is passed on to the consumer and probably
the employee also. It would be just as well for the employer to pay both in the
firat place, for the worker as a consumer pays for it finally, so why compel him to
pay twice.—C. I. P. (shipping clerk), Massachusetts.

I favor groﬁt sharing very much. It provides a means of saving which employ-
ees probably wouldn’t do otherwise. It creates an increased interest which an
employee might not otherwise have because when sharing profits, an employee is
interested in the amount of business created. It definitely tends to lessen waste
of materials.—J. I. (stenographer), New York City.

I vent to work for my company in 1907. When they began to tell me about
the profit-sharing plan I could not quite believe it. But that profit-sharing plan,
together with the honest manner in which it has been administered by our com-
?any, put me on my feet. We have a wonderful company and all the employees

eel as I do. There is a universal feeling of loyalty and satisfaction. Probabl
95 percent of the employees are stock owners in the company. Through this
profit-sharing plan about three-fifths of our employees own their own homes or
are buying their own homes. All this has come by saving money through the
profit-sharing plan.—J. H. M. (rigger), New York City.

I am for profit sharing because I think that any plan that takes the guesswork
out of industry and creates a better employer-employee relation is something we
should have. It takes the friction and impatience out of the employee. He does
not mind goin% down with them when they get in trouble if he knows he will come
right back with them as soon as they prosper again. I am sure the overwhelming
majority of emaployees in our plant feel the same as I do. Our company has been
very frank in advising employees about their annual statement and I believe this
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to be very important in retaining confidence of employees.—N. J. M. (clerk),
Pittsburgh, Pa.

If profit sharing does not affect the hourly rate and is paid as an extra incentive,
I believe it will create cooperation, a feeling of partnership, and, if properly handled,
would eliminate strikes and labor trouble. Most of the better class of employees
think we should share in the profits the same as the stockholders. The stock-
holders only have their money invested, while we have our lives invested. The
plan now operating in our company is that after the stockholders get 6 percent
the next 12 percent is divided among the employees. I would have it this way—if
the employee earned $1,800 and the stock earned 6 percent, the employee’s profit
share for the year would be $108, or equal ¢o what the stock earned. I think this
would be fair and would please everybody—D. W. (tool maker), Erie, Pa.

My opinion is that the worker should share in profits just as much as the share-
holder; where the one invests his money, the other invests his skill—both being
equally necessary. Profit sharing is honest only when the employer pays the
best wages first. I find that the workers are 99%, percent honest and want to
work with the company. Profit sharing will cement this cooperation. The one
improvement I would suggest in our company would be to eliminate the officials
in the higher salaried brackets from participation in the profit-sharing plan, or
establish a basis of uniformity so there could be no charge of partiality or of one
group having an unfair advantage.—J. L. (machinist), Schenectady, . Y



CHAPTER XIII

EXPRESSIONS OF OPINION OF EMPLOYERS OPERATING
PROFIT-SHARING PLANS

$100,000,000 SHARED IN 22 YEARS

In the 22 years since this has been established almost $100,000,000 of profit
sharing has been distributed. That is profit sharing, that is not pensions, that is
not for anything else. I mean, that is dependent upon the profits of the com-
pany and that has gone to thousands of people, 50,000 or 60,000 pcople on the
whole, over that period.

First, profit sharing is not in lieu of fair wages and salaries. That is one of the
great mistakes that sometimes has been made. It is not in lieu of it, it must be
in addition to it.

Second--and we have run into this difficulty—if your profit sharing amounts
to a large amount and the man does not save it, you have really done more harm
than good. You have got to associate it, it seems to me, with an educationse?
program that it must not be regarded as a part of their annual income; it is some-
thing extra and should be put aside for the rainy days that do come.

Personally, I believe that workmen want to bear their share of the cost for
their own security; and, sccondiv, I believe particularly in a country like onrs
that it is the right thing that they should bear a part of their responsibilities. So
we made it contributory.—Gerard Swope, president, General Electric Co.,
New York.

20 YEARS' SATISFACTION WITH PROFIT SHARING

Our experience with profit-sharing plan as declared in 1919 has been so satis-
factory as to justify our continuance of the program. It is my opinion that unless
some plan is worked out, our entire industrial system is likely to fall. We are
confident that an cquitable and uniform profit-sharing plan, recognizing the
mutual interest of labor and capital, is the only method by which the absurd and
constant conflict hetween labor and capital can be permanently reconciled.—
Frank J. Moss, president, American Sash & Door Co., Kansas City, Mo.

MANY ADVANTAGES PLU8S EXTRA PROFITS

There are many advantages to such a definite plan; one imnportant result is the
interest, efficiency, and loyalty of our employees. The cffects are amazing even
to one who has observed the operation of the plan for 15 years. There have been
no labor troubles and the turn-over is extremely low. There is a different spirit
than you will find in the average factory. All this results in extra profits. All
employees are made to feel that they have earned the extra pay and, of course,
they actually have. There is no paternalism in this.—A. L. Marsh, president,
Hoskins Manufacturing Co., Detroit, Mich.

MINIMUM TURN-OVER, NO LABOR TROUBLE

We have found that such a profit-sharing plan as we have makes for a better
spirit, better work, and a better feeling among the employees. Our turn-over of
labor is at a minimum and we have never had labor troubles of any kind.—
Andersen Corporation, Bayport, Minn.

CLOSER RELATIONSHIP

Our plan has proved to be very satisfactory; it has woven a closer relationship
ﬁtween employer and employee.—George D. Barnard Stationery Co., St. Louis,
o.

110
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EFFICIENCY, LOW TURN-OVER, NO LABOR TROUBLE

We believe our emgloyees apSreciate the benefits of our system. Our labor
turn-over is unbelievably low. Our system, undoubtedly, has tended to promote -
efficiency. There has been no industrial unrest.—The Beacon Milling Co., Inc.,
Cayugs, N. Y.

MY RABBIT'S FOOT WAS PROFIT SHARING

I believed that no business deal was of permanent value unless it involved a
profit, not only to me and to my interests but to all parties concerned and a profit
equitably shared. I found this prospect of sharing brought out unknown values
in my associates and proved a powerful incentive to their utmost development,
People told me that I was uncommonly lucky, that I had a rabbit’s foot. I did!
My rabbit' foot was Kroﬁt sharing.

A corpoiation has three distinct interests—ownership, management, and labor—
and each of those interests is essentially selfish. There is just one way to weld
them together in & common cause, by devising a plan which secures hetter results
to all those intcrests at the same time and making that plan so simple that it will
work in spite of prejudices and faults common to most men. Taking away from
one interest and giving to another is never going to bring that about. We think
our plan recognizes all those truths and many similar ones. That is why it works
and ptlalglrs.-—M. L. Joslyn, president, Joslyn Manufacturing & Supply Co., Chi-
cago, IilL

PARTNERS RATHER THAN EMFLOYEES

There are many advantages to a system of profit sharing, and I have been
interested in this, due to the fact that we have a system here which has worked
quite satisfactorily up until now, when, of course, there isn’t any profit to share,
due to business conditions. The trouble we have seen here, due to the Wagner
Act coming into force, has been that the workingman and the manufacturer have
become widely separated and both suffered from the consequences. Unless the
Wagner Act is amended in some fair manner, I do not expect industry to improve.

We have found from our experience that both the stockholders and our em-
ployees secure larger returns by a profit-sharing plan than they would otherwise.
The interest of the employecs is sharpened, they produce more and better work,
and they feel that they have some interest in the concern as partaers rather than
as employees. This results in less dissatisfaction and the eternal fighting back
and forth which is common in most plants today.—Bower Roller Bearing Co.,
Detroit, Mich.

A MORE FLEXIBLE WAGE SCALE

We believe that a successful profit-sharing plan does increase the employees’
responsibility, it helps to avoid labor unrest and strikes, and gives the employee a
fecling of greater security and unity of interest with the employer.

We believe, if adopted generally, that profit sharing would lead to a more
flexible wage scale. We believe firmly in the joint contribution of employees and
employer. It creates a feeling of mutual responsibility and trust.—Gen. R. E.
Wood, president, Sears, Roebuck & Co., Chicago, Il

PROFIT SHARING AN AID TO BETTER INDUSTRIAL RELATIONS

We feel that profit sharing is an aid to satisfactory industrial relations, and
we feel that wonderful progress has been made in this country, in the last genera-
tion, toward better industrial relations of all kinds, and we believe, if left alone,
that business is going to do all it can for its organization.—Beck & Gregg Hard-
ware Co., Atlanta, Ga.

PROFIT SHARING BUCCESSFUL FOR 20 YEARS

We adopted in 1912 a profit-sharing plan, and have paid a wage dividend to
our employees every year since that time with the exception of the depression
year, 1934. This plan has changed very little in principle since it was devised,
and we consider it a very important part of our industrial relations program. The
employees understand that their share of the profits is dependent upon the com-
pany operations. We feel that this {))lan has been successful throughcut the years
and the objectives of the plan have been realized. We have actualiy 1\faid out in
dividends under this glan, including the payment we are making in March 1939,
$43,000,000.—M. B. Folsom, treasurer, Eastman Kodak Co., Rochester, N. Y.
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GENERAL ADOPTION WOULD SOLVE DIFFICULTIES

Virtually every employee is a stockholder and naturally looks after things in
which he has a financial interest. We sincerely believe the adoption of some of the
fundamental ideas behind the program we are using by others in industry would go
a long way toward solving many of the difficulties now existing between employers
and employees.—Bowes ““‘Seal-Fast’’ Corporation, Indianapolis, Ind.

APPRECIATION, LOYALTY, AND LONG SBERVICE

Employecs have shown appreciation through their apparent loyalty, their desire
to perform their given tasks to the best of their ability, and their long years of
employment with the company. Many have been in the service of this company
flgr 20 years, some 30 and 40.—The Chattanooga Medicine Co., Chaitanooga,

enn.

PROFIT SHARING ECONOMICALLY SOUND

To me the profit-sharing plan is economically sound. Let us take a hypotheti-
cal case: John Smith reccives a pay of $5X per year. The company has had a
ood year, and Smith asks for an increase to $7X. He is entitled to it, but the
7X may result in increasing the fixed overhead of the company to a point where
it would be burdensome during subsequent and less prosperous years. When
those poor years come, no executive likes to reduce salaries and wages, and usually
defers doing so until it becomes necessary to take drastic action. Rather do I
prefer to see John Smith continue to receive an annual stipend of $5X with a
profit-sharing plan whereby at the end of a good )g'ear he will not only receive the
additional $2X which he desires, but perhaps $5X. I think the possible distribu-
tion should be gencrous. Smith has contributed to making it possible; therefore,
it is equitable that he should participate. The company can well afford under
those conditions to give it to him. Then, if off years ensue, the fixed overhead
of the company has been maintained at a point where it is bearable under adverse
conditions. I think this sums up my ideas, and I am glad to have the opportunity
to pass them along to you for I believe in profit sharing sincerely and with con-
viction.—H. S. Murray, president, Kalak Water Co. of New York, Inc., New

York, N. Y.

INCREASED EFFICIENCY OF PLANT OPERATION

I have no doubt that our profit-sharing plan has increased the efficiency of
operations of our plant sufficiently to justify it to our stockholders. Our stock-
holders, directors, and management are all of that opinion. Plans identical, or
not identical, but modeled after this plan have been adopted in two other industries
in our town and they work successfully and they have {))een adopted by a plant in
Pittsburgh, a larger plant, and have worked successfully.—Roy McKenna,
president, Vanadium-Alloy Steel Co., Latrobe, Pa.

CHANGED MILLION LOSS TO MILLION PROFIT

In 1919 our company lost 31,847,000 on sales of 16% millions. The following
year it lost $2,180,000 on sales of 17% millions. That was in 1920. In 1924 our
directors adopted a profit-sharing plan, which is stiil in effect, and the second
year after that adoption the company earned a profit of $1,250,000 on sales of
only 14} millions. In other words, it converted a loss of $2,180,000 on sales of
17}4 millions to a profit of a million and a quarter on sales of 14}¢ millions.

The company has continued on that road and has earned a profit every year
since without exception and the profit since 1926 has exceeded a million dollars
in every year but one, which was 1933 and which was just under a million, $900,000

All of the investments we have made in employee benefits and in employee
%?rtnerships have paid their own way and have been a good investment.—Joseph

. Fricdlander, treasurer, Jewel Tea Co., Barrington, Ill.

KEEPS PEN COMPANY IN BLACK INK

We couldn’t manufacture today at a profit if we didn’t have the wholchearted
cooperation of our employees. Without our profit-sharing plan our profit
would turn into an actual loss.

Profit sharing is probably the greatest subject that has come before any hearing
in the last few years. It is the most far-reaching in a democracy of any one thing,
I believe. It could contribute more to increasing wages, expanding employment,
making a better democracy than any one thing.—Wm. A. Sheaffer, president,
Sheaffer Pen Co., Fort Madison, Iowa.
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IN BPITE OF NO PROFITS TO S8HARE, EMPLOYBES FAVORABLE

The attitude to our employees’ savings and profit-sharing fund is very favor-
able. Even in those years when the bank, because of lack of income, did not
contribute to the fund, our employees expressed the desire to have the fund
continue in operation, many stating that it is the only way in which they would
regularly save money.—A uational bank in Illinois.

LOW TURN-OVER—NO STRIKE IN 80 YEARS

Mr. Procter had a view back in 1886 that a man should have an opporturity
to work; that a workman should be a good citizen; and that anything that could
contribute toward that would be a helpful thing in our whole economy. He set
allziout trying to find a way to help a man build an estate, a protection against
old age.

We have not had a strike in 50 years. I think profit sharing, plus the steady
job, is fundamental to a proper relationship with our people. Our turn-over of
labor is almost nothing, probably one-haif of 1 percent a month to 1 percent.

I would say that we have had the happy satisfaction of a better social relation-
ship with our employees and we believe it is profitable for an employer to be
socially minded.—Mr. Richard R. Deupree, president, Procter & (Gamble Co.,
Cincinnati, Ohio.

CREATED SELF-IMPOSED SBUPERVISION

It apparently has created a self-imposed supervision that has been very bene-
ficial to company operations.—The Cleveland Twist Drill Co., Cleveland, Ohio.

INCENTIVE TO BETTER AND MORE EFFICIENT WORK

In our estimation, based upon approximately 30 years’ experience, a profit-
sharing plan or bonus system, whereby the employee can increase his compensa-
tion under favorable conditions, is not only a benefit to the employer but very
much to the benefit of the employee and has the effect of avoiding or minimizing
the labor troubles and misunderstandings. It is an incentive to better and more
efficient work. Our profit-sharing bonus has proved successful with us over many
years' trial. It has helped to key up the orgai ization, has provided an incentive
for extra effort, and has been a means of stimulat.ng and maintaining high stand-
%r(_ls (}S quality, and the elimination of undue waste.—Hammermill Paper Co.,

rie, Pa.
GIVES RECOGNITION AND INCENTIVE

We regard the principle of profit sharing and bonuses as means of giving recog-
nition for services rendered in the attainment of business results and as encourage-
ment to employees. We also regard this as advantageous to the company and its
stockholders by reason of the fact that the rewards distributed accord recognition
for services rendered and afford an incentive to continued effort and particularly
in assuring permanence in service.—An investment banking corporation, New
York City. -

DON'T KNOW WHAT LABOR TROUBLE I8

We do not know what labor trouble is. We have a closed shop, completely
unionized. The boys organized it themselves; they operate it themselves. We
believe they are as aggressive and as active as any outside union could possibly
be, but they do have the company’s slant that the first essential is to keep the
company in operation, and that if there is no profit they are not going to get a
decent wage, but whenever there is a profit they are entitled to their share of it.
In other words, they are partners in the business and they look at it that way.
In our case, the men have access to the hooks and if there is anything they don’t
understand about it after looking at the records, we give them a full explanation.
We really work out all our wage problems with our employees.—Cushman Motor
Works, Lincoln, Nebr.

REDUCED TURN-OVER, INCREASED EFFICIENCY

Extension of profit sharing is a most worthy endeavor and, of course, has our
commendation. Has reduced turn-over, increased loyalty and efficiency of the
employees. It saves waste because they are very particular, they know very well
if they throw anything away they are going to lose one-third of that. It is good
business,—Gristede Bros., Inc. (retail stores), New York, N. Y.
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VERY VITAL AND IMPORTANT FACTOR

We feel very keenly on that subject. We think that a bonus system is a very
vital and important factor in our organization. I do not mean to imply that it
necessarily is a foregone conclusion that it applies to every industry, but we feel
it does in our industry. We have had very satisfactory employee relationships.
It has improved employce morale and loyalty.—Willard H. Dow, president, Dow
Chemical Co., Midland, Mich.

ANSWER TO OUR INDUSTRIAL TROUBLES

Profit sharing is the answer to our industrial economic troubles. It increases
efficiency and production and pays for that increase in distribution of the results
of that efliciency, so it relieves instead of accentuating the problem. It is neces-
sary that it be so administered as to induce higher efficiency, otherwise it is a
drain on industry, like taxes.—The Esterline Angus Co., Indianapolis, Ind.

BANK PIONEERED PROFIT SHARING IN 1016

We believe that we were among the pioneers in the profit-sharing movement,
particularlg ag it applies to banks. We are heartily in favor of the profit-sharing
system in business.

Our fund has been very popular with our employees and has promoted efficiency
through elimination of worries concerning their future. We have never had any
labor trouble. We believe it has had a favorable effect on reducing turn-over, but
number of employees has increased so greatly since plan was inaugurated in 1916
that it is impossible to give accurate figures.

It would be desirable if some plan could be worked out whereby recognition is
given to adequate private plans.—Harris Trust & Savings Bank, Chicago, Ill.

TWENTY YEARS HARMONY WITHOUT FRICTION

Labor is entitled to a share in any unusual prosperity over and above the ordinary
wage. Our labor policy has been in existence 20 years and ae a well-rounded
program has been successful. Men and management work together in harmony
without friction.—Kansas City Public Service Co., Kansas City, Mo.

HAS8 REDUCED INDUSTRIAL UNREST

We feel that our profit-sharing nFlan together with our vacation plan and group
insurance have reduced industrial unrest. However, high wages must be given
most credit. The plan has not been in effect long enough to measure its full
benefits. However, we can say at this time that we feel it is a good thing to have.
We have not had any strike or labor troubles since the profit-sharing plan was
introduced. Our employees seem to like the idea.—Keystone Steel & Wire Co.,
Peoria, 11
BETTER WORK AND GREATER LOYALTY

We feel that the bonus plan has brought about a greater degree of mutual
understanding and res?lect in our organization and that its agpeal to the sense
of justice and fair play has definitely stimulated the recipients, both as individuals
and as a group, to do better work and to greater loyalty.—Leeds & Northrup Co.,
Philadelphia, Pa.

REDUCED ERRORS AND WASTE

Profit sharing has reduced errors and waste about 65 percent. We use nothing
but actual cash as settlement when computed bi-annually, and we believe it the
best means of profit participation.—Overmyer Mould Co., Winchester, Ind.

PROMPT REDUCTION OF WASTE AND BETTER CARE OF MACHINES

During the short time our plan has been in effect we have noticed a reduction
in waste; men are very much interested in keeping coste down, hence are more
careful when using machines; greatly improved conditions; profit sharers work
for best interest of the company. :

Our profit-sharing plan is fashioned after the Joslyn Co. Our experience clearly
indicates that the adoption of profit-sharing plans by industry offers the best
permanent solution for labor problems. Almost all employees will respond fully
to the incentive offered by profit sharing and, as a result, both the employees and
the company will work to better advantage. Our Government should éncourage
the adoption of profit-sharing plans.—Pacific Iron & Steel Co., Los Angeles, Calif.
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HIGH LEVEL OF EMPLOYER SATISFACTION AND LOTALTY

The present system of employee relations has been in effect many years and has
contributed to a high level of employee satisfaction and loyalty in the company’s
organization.— Philadelphia Electric Co., Philadelphia, Pa.

PROVEN BENEFIT TO BOTH EMPLOYERS AND EMPLOYEES

Our profit-sharing or honus plan is in effect for the purpose of rewarding em-
loyees for faithful performauce of their work and has proven to be a benefit
Poth to the employers and the employees.—Pittsburgh Mercantile Co., Pittshurgh,
2,
BETTER CARE OF MACHINERY AND PRODUCTS

Our plan induces the employees to have a greater interest in their work, and
the company’s welfare upon the part of the employees, which reduces waste.
Since our plan has been adopted the employees take better care of the machinery
by proper oiling and closer attention toward operation. The plan has increased
the efficiency of handling our products.—The Drackett Co., Cincinnati, Ohio.

EMPLOYEES KEENLY AWARE OF BENEFITS

It is our opinion that our employees are keenly aware of the benefits which
will come to them through the establishment of our pension-annuity plan, because
voluntary expressions of gratitude have come to us. Furthermore, the stock-
ownership plan hag indicated that employees are deeply interested in placing
funds with a concern which permits some distribution of profit to the employees.—
Fairchild Sons, Inc., Brooklyn, N. Y. ‘

ALL EMPLOYEES8 ARE PROFIT CONSCI(OUS

Profit sharing has made all of our employees profit conscious, and resulted in
elimination of waste to a large degree. It is our opinion, based on 31 years of
experience, that a yearly profit-sharing plan, if properly worked out, serves as a
definite incentive. A profit-sharing system to be successful must obviously be
completely sincere. e are enthusiastic believers of a profit-sharing system and
. lay some claim to be pioneers inasmuch as our system has been in continuous
operation since 1907.—Ilg Electric Ventilating Co., Chicago, Ill.

WOULD GIVE FLEXIBILITY TO WAGE PROBLEM

As indicated, the International Harvester Co. believes that it is desirable to
create in the employees an interest in the business through extra compensation or
profit-sharing distributions in good years, and through special inducements or
credits to assist in purchase of stock and to encourage savings.

As a theoretical matter it may be argued with some force that a general adoption
would tend to bring about improvements in our economic system. One of the
greatest Kroblcms today is the instability of employment because of economio
cycles, system of reasonable wage rates plus profit-sharing would seem to be
more profitable than a straight wage system, and if this flexibility could be used
to soften the economic cycles, it would be attacking the trouble at its source.

Under a profit-sharing system giving to labor a fair share of the profits of the
good years, without establishing inflexible wage rates on so high a basis, periods of
recession might be met and arrested without suffering the severe effects of an
increasing downward spiral. If any beneficial effects in softening the economie
cg':les could be expected from a flexible system of compensation, involving &
sharing of Eroﬁts in addition to reasonable wage payments, it is obvious that such
effect could not be expected unléss the adoption of profit-sharing plans was wide-
spread and general.—International Harvester Co., Chicago, Ili.

UNANIMOUS APPROVAL OF PROFIT SHARING

The members of the board of directors and of the varions shop committees are
unanimous in believing in a profit-sharing plan.—Food Machinery Corporation,
San Jose, Calif.

LESS WASTE AND BREAKAGE

Since beginning our employees’ profit-sharing plan, it is believed that we have
less waste and breakage and that more care and general attention is given work,
but no definite figures are available. We believe employee profit-sharing plans,
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medical, savings and loan, and other similar plans are sound, and we intend to
extend the plans as quickly as sound business judgment will permit.—The Gates
Rubber Co., Denver, Colo.

IMPROVED GOOD WILL

Has noticeably improved the good will between company and employees.—
General Aniline Works, Inc., New York, N. Y

REDUCES WASTE

We are convinced that our plan does reduce waste, as all employees benefit
by sharing in additional lBlroﬁts caused by elimination of waste.—W. N. Matthews
Corporation, St. Louis, Mo.

THE HOPE FOR DEFEATING COMMUNISM

It seems to me that substantial and universal profit sharing offers some hope
(and perhaps the only hope) of avoiding eventually either communism or facism
in this country for it will increase the buying power of the mass of the people which,
in turn, will increase employment and decrease dissatisfaction with the present
inadequate economy.—A. R. Meeker & Co., Newark, N. J.

RECENT LEGISLATION HAS INTERFERED WITH RESULTS

Some employees have shown appreciation of the benefits, others have not, but
u‘% to the present time we have not noticed that they have materially promoted
efficiency through elimination of worries concerning their future, nor have they
decrealz.sed industrial unrest, or had any actual effect in prevention of strikes at
our plant.

This result, however, is probably due not to the failure of the benefits mentioned,
but rather on account of the fact that in the past few vears there has been general
unrest among employees on account of the National Recovery Administration,
The Wagner Act, and other legislation, and certainly we do not feel that we should
abandon any of the above plans because of this condition, but propose to continue
them, feeling that eventually when the relations between capital and labor are
on & more satisfactory basig, they will prove to be a great benefit to our employees
and the management of our business as well.—Meat-packing company in Iowa.

BENEFICIAL EFFECT ON WASTE AND MACHINERY

We believe that maintenance of our plans has had a beneficial effect upon re-
duction of waste, repair of machinery, and other interests of the company, al-
though we may have been unable to evaluate this in dollars and cents.—Pullman-
Standard Car Manufacturing Co., Chicago, Ill.

SOUND-—SHOULD BE COMPULSORY

We believe that the principle of profit sharing is sound and that it should be
compulsory by the ifederal Government. Profits should be divided economically
and wisely between dividends, labor including management, and surplus for expan-
sion and upkeep. Wealth must be produced by lebor; restriction to raise prices
will not make wealth. If wheat is not produced, the price of the available supply
will go up and we shall eventually starve. Wheat is wealth—not dollars.

A profit-sharing plan for labor, based on nominal wages plus a bonus depending
on profit, is practical and fair. It will encourage capital to invest because the
cost of trying new business and new ideas will be less. If a profit results, both
labor and capital will henefit.—Reimers Electric Appliance Co., West New York,

e Ve

INTEND TO EXPAND PLAN

We firmly believe in the merits of profit sharing between employer and employee.
We already have a profit-sharing plan which we intend to expand gradually.—
Remington Raund, Inc., Buffalo, N. Y.

LEBS WASTE, LESS SUPERVISION, AND PRODUCT HANDLED BETTER

Our waste is less than it was. Our product is handled better, and less supervision
is required than formerly. Our employees have repeatedly expressed verbally their
appreciation of our Plan. We are inclined to believe that as the reserve in any
individual employee’s account increases he looks more and more to it as a fund
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which will help him in his old age. We have never had any labor difficulties in
the history of our organization. Nevertheless, we believe that during the past few
years of increased disturbance our wage-dividend plan had at least a share in
preventing our emplovees from feeling that dissatisfaction that was general.—
The Visking Corporation, Chicago, Il

BETTER WORK RESULTS

We are pleased to state that insofar as our plan is concerned at the present
time the majority of our emgloyeea are very well satisfied and we are quite gure
that better work results thereby.—Specialty Insulation Manufacturing Co.,
Hoosick Falls, N. Y.

HAS8 ADDED TO PROFITS, S8PIRIT, AND PROGRESSIVENESS

Again congratulations to those who introduced this to Congiess—more power
to you. Our company which is one of the largest in the State feels its profit
sharing during last 2 years has added much to itz profits—its company spirit, ite
progressiveness.—Southland Ice Co., Dallas, Tex.

COOPERATION AND BETTER CARE OF PRODUCT

Interest in and care of product has been greatly stimulated. Relationship
with employees is good and cooperation above average.—General Candy Corpora-
tion, Chicago, Ill.

REAL BPIRIT OF APPRECIATION

Through oral expressions by employees, and from our estimate of staff atti-
tude, we are certain that a spirit of real appreciation exists.—National Bank of
Detroit, Detroit, Mich.

PROFIT SHARING HEARTILY APPROVED

The principle of profit sharing is heartily approved by practically everyone
who has had opportunity or occasion to witness its operation. Many ways in
which profit sharing may be practiced. —National Guardian Life Insurance Co.,
Madison, Wis.

EMPLOYEES MUST HAVE STATUS OF PARTNERS

We have thorough belief in the idea that employees must be put in the status
of partners and as much in business for themselves as is possible for themn to do
80.—H. L. Nunn, president, Nunn-Bush Shoe Co., Milwaukee, Wis,

CEMENTS FRIENDSHIP AND CONFIDENCE

In effect, our plan cements the friendship not only between the employee and
the company but between the employee's whole family and the company, all of
them look forword to the dividend that they will receive at the end of each 90-day
period. Fach employee is just as much a stockholder in the company as is any
regular stockholder., The success of the company depends largely on our employee-
stockholders,

I put this plan into effect January 1, 1937. The first 6 months that this plan
was in operation I wasn’t sure that it would bhe a success. Bnt as time vent on
and our employees realized that we were trying to work with them, and for them,
we gradually won their confidence and it would take something very unusual at
this time to disrupt this confidence—C<o0. M. Rich, president, Rich Manufac-
turing Corporation, Battle Creek, Mich.

PROFIT SBHARING THROUGH HIGH WAGES

We started out by announcing what we called a profit-sharing plan in January
1914 when a $5 a day minimum wage was introduced. This was an 80 percent
increase in average wage compensation. This profit-sharing plan continued in
force until 1920 when a $6 a day wage was established. During the period of the
profit-sharing plan we paid out $77,565,000. Later we put into effect the so-
called cash bonus plan, under which we paid $6,750,000 a year for 2 years, this
plan being discontinued on January 1, 1921.

Anything paid above the prevailing rate in an industry may be called profit
shariglg. We have follow:d the policy of direct payment by the highest wages
possible,
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Later we installed a so-called employee’s investment plan through which the
employee received a guaranteed rate of interest, plus a special return paid semi-
annually as determined by the hoard of directors. The special return has
amounted to as much as 10 percent per annum, plus the 6 percent. The employee
is allowed to invest as high as 25 percent of his wages. Up to and including June
30, 1938, the total of interest and special return paid employees amounts to
$27,813,000.

We have never had any actual labor trouble. We believe this due to the fact
that we have tried to be more than fair. We believe our employees have appre-
ciated this fact.—Edsel Ford, Ford Motors Co., Dearborn, Mich.

LOW TURN-OVER, APPRECIATION, EFFICIENCY

Our general relations with employces have been most amicable during the 40
years I have been connected with the company and which time we operated
profit sharing under a wage-dividend tll)la.n more specifically known as our “‘service-
warrant plan.”” There has been the finest kind of appreciation; our plan has pro-
moted efficiency; and we have had no strikes or labor trouble of any sort in the
history of the company. We feel it would be a decidedly good step for Congress
to grant some compensation taxation exemption to employers who voluntarily
introduced profit-sharing plans.

I am sure there are thousands of employers, particularly the smaller concerns,
whose interests in benefits for employees would he greatly stimulated by some
exemption from Federal taxation.—R. C. Lanphier, president, Sangamo Electric
Co., Springfield, Il1.

REDUCED TURN-OVER, CREATED HARMONY

The profit-sharing plan has been advantageous to the company; it has reduced
turn-over and created a very harmonious labor-relations situation. We have
had no labor trouble.—Beethnut Packing Co., Canajoharie, N. Y.

EMPLOYEES APPRECIATE 8HARING S8AME AS CAPITAL

I have, for many vears, had a deep interest in profit sharing. Management
unfortunately, in my opinion, too frequently has taken the wrong attitude toward
labor. We must have, first of all, a real partnership between capital and labor.
It is absurd to think that either one can do without the other. The trouble arises
when capital asks and gets a larger return than labor thinks is fair. Many of our
labor troubles are due to the feeling on the part of the workers that ¢apital is
receiving more than a fair return. e have adopted profit sharing under a wage-
dividend plan—not a bonus, a gift, or a Christmas present, but being the worker’s
share in the profits of the company as we have been able to compute them.

The reaction of the em?lloyees to this arrangement has been marked. They
see that under this plan they are actually sharing in the earnings, the same as
does capital.

My idea of profit sharing would apply, of course, only to profits made after
fair wages have been paid, and I cannot conceive how sharing in profits would
 affect in any way the current wage scales.

If most of our corporations would work out such a policy, we would have few
strikes, for the worker would understand that to tie up the production of a factory
would be to lessen his own reward.—Frank Gannett, publisher, Gannett News-

papers, Rochester, N. Y.
PROFIT-SHARING AND LOSB-SHARING PLAN

We have a profit-sharing and loss-sharing plan. We are satisfied that the
employees have full confidence in the company, that they know what the con-
ditions are, and that they are being fairly treatcd. We are satisfied that our plan
works satisfactorily even when we have no profits to share. We are certain it
increases efficiency and eliminates waste in addition to maintaining pacitic relations.
Our stockholders, management, and employees all believe this to be & profitable
operation.
pWe further believe that if a sound method of compensatory tax exemptions

were worked out as an encouragement for plans of this nature, it would contribute
reatly to our general public welfare—W. G. Marshall, vice president, Westing-
ouse Electric & Manufacturing Co., Pittsburgh, Pa.
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LABOR PEACE PLUS PROFITS SINCE 1917

Our policies have been adopted as a sort of human growth. First, we have
always believed it fundamental to pay good wages. We started the profit-sharing
bonus in 1917. Payments have been continuous except in the two unfortunate
years of 1931-1932. In addition, we have a mutual benefit association, a formal
pension plan, and a broad general-welfare program.

Our employees are satisfied, they appreciate all our policies, they know we are
treating them fairly, and we have never had any labor trouble whatsoever. Above
all this our company has prospered which I think is the answer to whether profit
sharing has been a good investment.—J. R. Ramsey, general manager,
Johnson & Son, Inc., Racine, Wis.

AN ENTHUSIASTIC REPORT FROM CANADA

With the inception of our “profit-sharing fund,” a new spirit entered Dominion:
Foundrics & Steel, Ltd. The hundreds of members grasped the significant fact
that each and every one of them were partners in the company. The quality of
our product has been ‘“‘stepped-up” to a new high, which in itself has had a great
bearing on sales. Wastage has been cut down appreciably, a most vital factor
to earnings, as i8 also a lowering of maintenance costs. A better accident-
prevention record has been made and, with other factors that have made produc-~
tion more profitable, we have had, considered from an earning standpoint, a
better year. We have a loyalty spirit which we can well afford to boast about.
The “fund’s” first year record is an enviable one and is now an established suc~
cess,—Dominion Foundries & Steel, Ltd., Hamilton, Ontario.



CHAPTER XIV

NATIONAL POLL OF EMPLOYEE SENTIMENT WITH
REFERENCE TO PROFIT SHARING

BEING THE RESULT OF A SAMPLING OF SENTIMENT OF 90,000 EMPLOYEES
IN 104 NON-PROFIT-SHARING ESTABLISHMENTS THROUGHOUT THE

UNITED &£TATES

In order to test the sentiment of labor with reference to profit
sharing, questionnaires were mailed to a large and representative
number of employees of each of 104 industrial establishments through-
out the United States employing in all approximately 90,000, none of
the establishments having a profit-sharing plan in operation. The
answers controvert the assertions sometimes made—

(a) That labor is opposed to profit sharing per se.

(b) That it is not interested 1n any “speculative’” compensation,
but on%y in ‘‘getting it in the pay envelope.” .

(¢) That labor 1s unreasonable and that, if profits were to be
shared, labor would demsxd an unjust portion—maybe one-half.

(d) That where profits ave shared, labor is not interested in saving
for the future but wants its portion now.

Question No. 1: “Are you in favor of profit sharing?’’—Eighty-seven
percent of those replying answered ‘‘yes’”’; 13 percent answered ‘‘no.”

Question No. 2: “Whal division of the profits do you think would be
fair?’—23 percent hesitated to express a definite opinion without
having the opportunity of giving the subject more careful study;
19 percent felt that the distribution should be a reasonable amount
after a fair return on capital; 17 percent suggested 10 percent or less;
13 percent suggested amounts of more than 10 percent but less than
40; 12 percent thought that frum 40 to 50 percent should be divided;
10 percent suggested amounts in excess of 50 percent; 6 percent thought
the amount should be arrived at through joint discussion.

Question No. 3: { you shared in the profits, would you prefer pay-
ment in regular pay check, or built in a fund for your future security?”’—
50 percent stated that they would rather it were placed in a retirement
fund “for the end of the road’’; 35 percent were in favor of having it
given them with their regular pay; 9 percent preferred it annually;
6 percent preferred it monthly, quarterly, or semi-annually.

Question No. 4: “Do you think profit sharing results in increased
profits to the company?”’—91 percent answered “yes’’; 9 percent an-
swered “no.”

Question No. 6: “Do you think profit sharing would cause employees

o exercise more care in the handling of work and equipment?”’—95
percent answered ‘“yes’’; 5 percent answered ‘“‘no.”

120
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Question No. 6: “If employees shared in the profits of a company
would there be fewer strikes and less dissatisjadion?’li——m percent an-
swered ‘‘yes”; 6 percent answered ‘“no.” ~

Thus 87 percent of the replies were shown as favorable to profit
sharing and only 37 percent of these indicated a belief that more then
10 percent of the profits should be divided. On the other hand, 19
percent gave definite expression to the thought that profits should be
shared only after a fair return on capital.. Only 35 percent were in
favor of having their share given them with their pay envelope. The
other 65 percent were in favor of saving it for at least a little while-~—
50 gercent preferring that it be put away for a retirement fund.

Not only do the replies indicate conclusively that the workers, far
from being opposed to profit sharing, are strongly in favor of it, but
that a majority have some appreciation of the problems of capital
and desire to be fair and reasonable, They also indicate that a large
portion of labor is more interested in providing for the end of the road
than in having the funds available for immediate disbursement. .,

EXPRESSIONS OF EMPLOYEE SENTIMENT

Questions and answers of a poll of opinion from employees of more
than 104 non-profit-sharing companies in 26 States

QUESTION: 1 ‘‘WHO I8 MOSTLY TO BLAME FOR THE INDUSTRIAL PROB-
LEMS OF TODAY—GOVERNMENT, EMPLOYERS, OR EMPLOYEES?"

o The high prices of today are chiefly responsible.—Sawmill operator, Portland
reg.

Reluctance of employers to recognize their employees and the ultimate consumer
as being one and the same—also as their best market.—Machinist, foundry,
Hammond, Ind.

Government and a small minority of selfish, short-sighted employers and em-
ployees.—Retired mechanic, Massachusetts. ,

Both employer and employee and Government attempting to control economie
laws by legislation.—Engineer, food products, New York City.

Each deserves an equal share of the blame. No cooperation. Each is depend-
ent upon the other, but they won't realize it.—News reporter, Floral Park, N. Y,

Some employers by not paying a living wage, and some employees by not giving
an honest day’s work.—Pressman, manufacturing company, Dallas, Tex.,

Government is to blame on account of too low tariffs and naturally employers
must try to compete which then causes low wages for working people thus causing
dissatisfaction.—Mechanic, garage company, Fort Bragg, Calif.

Employees. They have brought the most serious of the existing problems
upon themselves by allowing themselves to be led by a few individuals who con-
sider it their job to create unrest among the workers.—Draftsman, public-service
company, New Jersey.

Technology is to blame.—Watchman, timber company, Everett, Wash.

The Government—the administration cannot regulate the natural law of supply
and demand. It should render assistance to industry—not opposition.—Sales-
man, Ridgewood, N. J.

d Capitalists for holding back money.—Laborer, manufacturing company, Ham=
en, Conn. . . ..

The main fault lies with those many employers who have failed to make neces-
sary surveys and adjustments. Government interfercnce in the profit of eme-
ployers is also to blame for creating lack of confidence on the part of capital.—
Clerk, Schenectady. New York.

136738—390——9
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" Emgloyers—desire to make larger profits. Employees—radicals and agitators
in their ranks.—Electrician, manufacturing company, Fort Collins, Colo.

The Government—they should ﬁut a tax on all labor-saving machinery.—Iron
worker, manufacturing company, Baltimore, Md.

I would say all three are to blame: First, the Government for allowing the inflow
of foreigners into America to take Americans’ work and to spread un-American
activities; second, the emFloyers for emﬂloying foreign labor while we have
millions of Americans idle for want of work, and third, the American employees
who aréa influenced by propaganda.—Machinist, manufacturing company, Nor-
wood, Ohio. .

First, labor groups for demanding wages that won’t harmorize with other labor
in the same locality; second, employers for excess profits and dividing them
annually instead of using them to maintain a more steady income for employees.—
Moulder, foundry, Benton Harbor, Mich.

MExorbitant governmental taxes certainly don’t help.—Mill hand, New Bedford,
ass.

Government—private organizations should not be handicapped. Taxation is
reventing business from expanding.—Welder, manufacturing company, New
ersey.

Government and employees who together have combined to stifle their bread
and butter—the employers.—Worker, match factory, Springficld, Mass.

It seems that the employees are more to blame because of their inability to think
a thing through. The utter lack of understanding profit and loss.—Clerk, cigar
manufacturing company, Philadelphia, Pa.

Mostly Government by harassing industry with New Deal legislation and exces-
sive regulation which is very expensive to both government and industry.. Bugi-
ness hesitates to expand in the fear of further restriction which would result in
financial loss or ruin.—Textile worker, manufacturing company, Philadelphia, Pa.

All equally. Government through constant meddling end direct competition
with private enterprise and an unbalanced Budget; employers through too top-
heavy corporate set-ups and political selfishness and employees through their
ignorance of problems of employers.—Salesman, Los Angeles, Calif.

The Government has spoiled a larger percentage of labor by an excess of
paternalism.—Worker, food processor, Riverside, Ill.

All three in different degrees: Government by catering to vote swinging
organized minorities, employers by their being so inarticulate and in a few cages by
being callous, and employees through their often unwarranted suspicion of
employer’s motives.—Supervisor, automobile parts company, Detroit, Mich.

Labor leaders and the attitude of the Government and provisions of the Wagner
Act which is a one-sided law.—Accountant, Hartford, Conn.

In most cases I believe that the average employee does not want to be interested
in any problem that does not bring any immediate advantage. He will not think
for himself.—Rayon finisher, Phillipsdale, R. I.

Every man and woman and corporation is seeking a dollar value for 30
cents.—Millwork estimator, Elmhurst, N. Y.

Employer because of the attitude that the employee is & commodity and that
money is real wealth.—Bookkeeper, New Haven, Conn.

It is difficult to single out any one group as they are all offenders on different
occasions.—Department store emplovee, Pittsburgh, Pa.

All three—Government thiough taxing the same produc!, several times instead
of once. Employers for overproduction caused by modern speed machinery,
and then laying off help thus causing under consumption. Employees for sit-
down strikes and asking for too much without understanding all the facts.—
Machine operator, manufacturing company, New Bedford, Mass.
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QUESTION 2: ‘“WHAT DO YOU THINK WOULD IMPROVE CONDI-
' ‘ TIONS?"'

Cut relief to a figure below the wages of private industry.—Machine knitter,
textile mill, Hickory, N. C

Give business a long breathing spell from reform, too many laws, and Govern-
ment extravagance.—Retired worker, Fitchburg, Mass,

If the married women were barred from working it would give some men work,—
Crane operator, mill, Peoria, Ill.

Arbitration.—Rayon worker, Belpre, Ohic.

Extended educational endeavors of Government bodies to overcome misunder-
standing.—Clerk, food-processing company, La Grange, Il1.

Common sense and labor in a position where they can be held responsible.—
Engineer, food company, New York City.

Stop borrowing fountain-pen money.—Automobile mechanic, College Point,

.

By putting the Golden Rule in practice—Pressman, Dallas, Tex.

Extend production over the 52 weeks; 40-hour weeks. Stop overtime and con-
sume more floor space, allow employers to invest fairly and give the one who is
R}'oducing a living wage. Also prohibit piece work.—Cloth foldei, Fall River,

ass.

More stable and continuous employment.—~Woodworker, Cranston, R. 1.

Extensive accurate study of neceds and a balanced production schedule.—
Welder, Schenectady, N. Y.

An understanding that employers install machines for making products better
and not for decreasing employees.—Electrician, manufacturing company, Alex-
andria, Ind.

A flexible wage scale. More consideration shown by all sides.—Laborer,
box company, Chicago, Ill.

Stabilizing employment.—Mechanical engineer, Collihgswood, N. J
Fix taxzation for periods of time so capital would know in advance hov- to figure
overhead, profit, and market.—Foreman, Lima, Ohio.

Honest wholehearted cooperation between all concerned.—Accountant, cement
company, Denver, Colo. :

Take the harness off the employer.— Worker, match company, Springfield, Mass.

Ease the burdens of companies that provide work in hard times.—Chemist’s
assistant, Fitchburg, Mass.

Write off sufficient investment to permit profitable production based on the
demand for the products of industry. Settle the labor questiocn through intelli-
gent fair conferences between management and labor based on patriotic and
humanitarian motives rather than on cutthroat competition.—Requested
anonymity. .

Allowing industry to accumulate reasonable surplus and make labor realize
their responsibility in the economic scheme.—Paper-mill employee, Wausau, Wis.

Taxes for legitimate revenue only. Amend Wagner Act. Put unfair employers
out of business.—Logger, lumber company, Tennant, Calif.

A balanced Budget, repeal of the individual surplus tax, more restricted tariffs,
stabilization of employment on an annual basis, and severe curtailment of the
unions’ dominance of both labor and capital.—Salesman, Los Angeles, Calif.

A “Cal Coolidge” attitude of our President toward government arid business.—
Laundry worker, Westfield, N. J.

«Quit encouraging strikes, quit meddlin%5 and tell businessmen to go ahead and
make money.—8treet railway employee, Council Bluffs, Iowa.

More businesslike management in government.—Service and production en-
gineer, Riverside, Ill.
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Deport every alien of ’guestionable character. In order to fight a disease you
must locate the germ. The above cuss is the germ.—Machinist, manufacturing
company, Three Forks, Mont.

. 'The Government should let business run itself so that capital can invest in busi-
ness without fear of great losses.—Demonstrator, Milwaukee, Wis.

- More freedom of business. Easing the tax load.—Clerk, manufacturing com-
pany, Chicago, Ill.

- Consult and heed business leaders.—Floor manager, department store, Pitts-
burgh, Pa. \

Real wealth (not money, the medium of exchange) must be produced to a greater
extert, and distributed fairly.—Bookkeeper, New Haven, Conn.

Less nepotism., The merit system 100 percent, and profit sharing.—Butcher,
New York, N. Y. N

Control of new high-speed production machinery that is displacing manpower.—
Machine operator, New Bedford, Mass.

QUESTION 3. DO YOU THINK THE EMPLOYER SHOULD SHARE PROFITS
WITH THE EMPLOYEE, AND, IF 80, WHAT DIVISION OF PROGFIT DO YOU
. THINK WOULD BE FAIR?”

Excess profits above a certain point should be distributed among stockholders
and employees.~~Machinist, foundry, Hammond, Ind.

A division whereby the employer would receive a fair profit, and capital and
employees would receive & fair wage.—Hosiery topper, Greensboro, N.

* Twenty-five percent to employees after all charges had been deducted including
provision for expansion.—Engineer, food company, New York, N. Y

° Anything over the first 10 percent, let the employer take 50 percent and split
the remaining 50 (gercent with the faithful employees.—Automobile mechanie,
College Point, N. C.

- This would require a great deal of study.—Relief nurse, Rochester, Minn,
N %bout 10 percent of net profits should be shared.—Electrical tester, Newark,

6hl_)epends on various conditions.—Laborer, public utility company, Lockland,
10,

* The employers and employees should come to an agreement as to that.—Hosiery
mill worker, Hickory, N. C.

- As much as the employee has put into the business through cooperation and
interest.—Teacher, Crossett, Ark.

Whatever they could pay.—Janitor, Rome, Ga.

It depends on how much the profit is and how long the off-season is.—Moulder,
Benton Harbor, Mich.

Whatever division company deems fair after deducting operating expenses from
profits for the coming year.—Welder, Trenton, N. J

Possibly 76 percent to employer, 25 percent to employee.—Engineer, Collings-
wood, N. J.

After employer has taken a fair return he should eplit equally with employees.—
Salesman, rubber company, Long Island, N. Y.

Ten to twenty-five percent of the net profit after all sinking funds and other
similar payments.—Chemist assistant, Fitchburg, Mass.

Ten percent in good years, 5 percent in fair years, and no share in poor years.—
Worker, food-processing con’lpany, Riverside, Il '

After return to actual capital fair enough to account for risks taken and for
building of reserves for progress in research and technique, would favor 30 per-
cent.—Supervisor, automobile parts company, Detroit, Mich.

-..A fair percentage,of the earnings.—Machinist, Posen, Il

That would depend on individual’s pay and benefits received from company.—
Paper maker, Woronoco, Mass,
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A small percentage of actual profits.—Automobile-company representative,
Jersey City, N. J. , Pt

A system of “sliding scale profits’’ should be employed. 'Emr?lo ees receiving
a percentage of profits over a 20-percent return on employer’s investment.—
Factory worker, radio manufacturer, Berlia, N. J.

That would depend entirely upon the percentage of profits accruing. The
employer should always retain a reserve for slackening business as profit sharing
only works one way.—Storekeeper, cement company, Ada, Okla. '

A small percentage which would act 88 an inducement to make employees strive
hs:lrder }{og the success of their employers—~Laundry route salesman, West Pali-
sades, N. J.

QUESTION 4: “WHAT OTHER BENEFITS WOULD RESULT FROM' PROFI
SHARING?”’ ‘

The big thing would be that fewer people would be public charges in their old
a%e. MAlso recreate better feeling.—Delivery clerk, department store, Minneap-
olis, Minn, : :

Men would do their jobs as if it were their own and not as a laborer.—~Ground
man, public utility company, Pittsburgh, Pa.

Reduction in crime and overindulgence. Increase in all the finer things.—
Salesman, Oak Park, Il

Prejudices would be wiped out, communistic propaganda would fall on deaf
gm, andI 1? true prosperity would emerge.—Clerk, food-processing company, La
range, Ill,

Less friction, less illegal actions, and less legal actions.—Orderly, hospital,
Rochester, Minn,

Severity of business cycle would be lessened. Government relief agencies
would be less burdened, General confidence would be strengthened. It would
do away with Government pensions and “old folks’ homes,” and help lighten the
load of helping other 1peop e who cannot help themselves.—Loan-gervice repre-
sentative, Waukegan, 1ii

A greater feeling of security, hence, greater purchasing power.—Pressman,
Dallas, Tex. v

Greater sispreciation of each other’s problems and viewpoints.—Student,
Woodbury, N. J.

It would bring about better home facilities and education of children.—Teacher,
. Crossett, Ark.

It would stop people moving around from one job to another and make for a
steadier and more competent help.—Loom fixer, Brockton, Mass.

It would stop favoritism to certain employees, which causes more trouble than
necessary.—Inspector and folder, manufacturing company, Fall River, Masas.

Greater respect for industrial management.—Woodworker, Cranston, R. L

The Nation would be pulled out of the depression and everyone would be lﬁppy
and have a brighter future.—Machinist, automobile manufacturer, Detroit, Mich.

A more perfect harmony could be enjoyed by all.—Bench moulder, Harvey, Ill.

A more contented people which would build a strong bulwark against commu-
nism.—Pensioner, Whiting, Ind.

Universal loyalty of employees.—Electrician, manufacturing company, Fort
Collins, Colo.

People would not need to fear. helplessness in old age. People could be more
useful to one another and to their country and be more progressive.—Fur storage
clerk, Jersey City, N. J.

The feeling of uncertainty removed would bring about better health, Worry
kills.—Home service adviser, publie utility company, Omaha, Nebr.

Tend to bring out suggestinns from employees to improve products and increase
production.—8Salesman, department store, Pittsburgh, Pa.
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Help the people out of the depression by bringing more inoney into circulation.—
Janitor, manufacturing company, Beloit, Wis.

Longer length of service, thereby less labor turn-over, making for higher effi-
ciency.—Salesman, Lus Angeles, Calif.

Employees would stick {o their jobs and be more willing to help out in an
emergency and not try to do just so much for a day’s work.—Warper, textile mill,
Philadelphia.

The employee would probably be more civic-uinded and more of an asset to
the community in which he lived.—Chemist, cement company, Montana.

Fewer ““isms.”’—Salesman, publishing company, Oakland, Calif.

The more the fellow at the bottom can get to spend, the more at the top will be
made by the other fellow.—Millworker, Elmhurst, N. Y. .

Older employees could retire and be independent, end younger persons could
be employed.—Machine tender, paper mill, Massachusetts.

Greater dividends to employer and employee alike.—Assistant purchasing
agent, manufacturing company, Oklahoma.



CHAPTER XV

RECOMMENDED PROFIT-SHARING SLAN PRESENTED BY
THIS SURVEY

A PROFIT-SHARING-SAVINGS-RETJREMENT FUND
PROVISIONS

1. Joint contributory.—Contributions by employees in an amount
ranging from a minimum to a maximum percentage of their wages or
salary, supplemented by a predet,erminedp share gf net earnings to be
contributed by the company.

2. Membership and participation.—A preliminary apprentice service
of 2 or 3 years, to be required for membership and participation. Itis
advisable that membership be compulsory after such period of
apprentice service. ‘

3. Apprenticeship bonus—It is suggested that a bonus, preferably
to be payable in preferred stock of the company, should be distributed
to workers during the apprentice period on the basis of a dividend on
their annus! woge. It is advisable that this stock be nonnegotiable
until the end of the third year, at which time the worker makes his
decision to become a member of the profit-sharing plan. If he becomes
a member, his 3-year stock bonus to be credited to his profit-sharing
account. If he decides not to become a member, the stock may be
sold for his account if desired.

4. Administration ¢if Jfund —By an advisory board consisting of five
or more members. If five members, two to be elected by the em-
ployees and two selected by the corporation, the fifth to be the execu-
tive officer of the corporaticn who shall act as trustee.

5. Fund investment.—That portion of fund contributed by employ-
ees must be invested subject to the regulations of the State law regu-
lating the investment of trust funds. That porticn contributed by
the corporation may be invested at the discretion of the trustee and
advisory board subject to a regulation requiring investment in sound
security such as bonds, preferred stock, mortgages, etc., but in no case
to be invested in common stock.

(Note.—The investment problem will be simplified and completely solved
should the legislative recommendation presented by the survey be adopted by
Congress.1]

6. Retiremens ai]e.——The age of retirement shall be optional at 60 or
65 years, and total disability shall be construed as retirement.

7. Dismissal or voluntary withdrawal credit.—If an employee volun-
tarily withdraws or is discharged from service, he should be paid every
dollar he has contributed, plus accumulated interest of record, together
with 40, 50, or 60 percent (optional) of the corporation contribution
credited to his account, plus accumulated interest of record. The

1 See Legisiative Recommendations,’ch, XVI, p. 142. 127
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remainder of the corporation credit should be a forfeit representing
the penalt{ for withdrawal or dismissal, and revert to the fund for
credit to the remaining members.

8. Dismissal of employees.—Protective features should be adopted
to prevent easy or arbitrary dismissal of employees. The employee
should have the right of appeal to the advisory board against dismissal.

9. Integrity of fund.—Provision should -be made to maintain the
fund 'indepéendent of the sclvency or permanence of the corporation
and unassailable from attack by creditors of either the corporation or
the employee. Assignment of interest should be made impossible.

ADDITIONAL BENEFITS

10. Life insurance covering first 6 or 7 years of membership in the
profit-sharing fund, the death payment decreasing each year in inverse
‘ratio to the increased credits in the fund. This to insure reasonable
security and protection to the worker during the early period of his
accumulations. The premium for this insurance may be deducted
from the corporation contribution or be an additional contribution by
the corporation.

11. Health and accident insurunce to provide protection against
sickness, hospital expense, and medical care. This fills the one gap
of fear and insecurity of the employee in event of incapacity to work.
If nothing prevents the employee from working, the profit-sharing
fund removes all other fears and werries.  This is an item of moderate
cost to the corporation. '

12. Administration and human relations program.—The success of
any financial or employee-relations program is dependent upon the
-personal element in its administration. No matter how sound and
‘beneficial & plan may be in its mechanical structure, its engineering
must be in the care of thcse who are (1) humanly sympathetic to its
‘objectives, (2) conscientious to its responsibilities, and (3) empowered
with responsibility and equifped with ability for the investment and
protection of funds, consultation with employees, and a friendly
advisory service to their problems. It is better that no plan or pro-

am be installed, if the “human engineering’’ care or administration
18 omitted or not given first consideration.

FUNDS AVAILABLE FOR TWO PURPOSES
(1) Employment Insurance. (2) Old Age Security

 (a) The trustee and advisory broad should be authorized to disburse
& certain percentage of the fund, in case of unemployment emergencies
to the extent of insuring the member-employee & livable wage during
) gerlods of partial or complete lay-off. This percentage to be governed
‘by the individual conditions applying to the company, its record of
unemployment, its seasonal fluctuations, and its past record of stability.
" (b) The total accumulated credit to the account of the worker shall
become pafyable upon retirement or total disability. Provision should
‘be made for the advisory board and trustee to have discretionary
“power of judgment as to whether the employee is competent to protect
and conserve the estate which is due and payable at that time and to
have the right of distributing the payment of the estate over a period
of years in the event of adjudged incompetency.
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ADVANTAGES TO-THE EMPLOYEE

1. A plan simgle enough for the worker to thoroughly understand
and which enables him to calculate with reasonable accuracy its’
steady development in his behalf, ‘ L
2. Young unattached men and women, with a long future ahead,
with minor responsibilities and commitments, require extraordi-
narily positive stimuli; that is, the challenge of a big reward at the
end of the working age—an appeal to the imagination. Under this
plan the older employee becomes the tutor of the goung concerning
ctlhe.importance of the future which depends upon fidelity to present
uties. : :

3. A “fortune at 60" is the key idea in the mind of the employee.
What a difference in the psychological aspect—the bright, colorful
glamour of a fortune as compared to a somewhat drab and pale pension .
amounting to but one-third, or one-half, or at best, two-thirds of his;
working wage. To an employee under this plan “Life begins at 60.”

4. The employee-member must have no fear of unjust discharge.
Should hé be discharged, he has the right of appeal to the advisory
committee, and if the discharge is not sustained, the member must
be reinstated, and it must be remembered that two of the five are
fellow workers.

5. The employee is saved from his own weaknesses, of dissipating
his savings, which accumulate with increasing volume under the
stimulus of compound interest plus credits resulting from discharged .
or withdrawing members. : S

6. Although the purpose is to keep the fund inviolate and intact,
tke advisory committee has discretionary power, with the consent o
the trustes, to make loans to employees under extenuating circums
stances and emergencies. Herein lies the opportunities for efficient
human engineering. _

‘ ADVANTAGES TO THE EMPLOYER

1. Will promote individual employee energy and efficiency by
stimulating hope and ambition. ' oL
2. Will develop general efficiency of al. employees by sustaining
group interest and responsibility for profits. :

3. Will eliminate labor unrest and conflict. S

4. Should reduce labor turn-over, by providing attractive reward
for continued, faithful service and penalizing withdrawal.

5. Should prevent waste and losses usually due to carelessness
and discontent.

6. Should promote efficiency in management and self-imposed super-
vision in the employee group by the reward of an attractive estate
or fortune—providing the company operation is profitable,

7. Creates and builds a market for company securities.

8. Provides humanitarian benefits and old-age security.

GENER:\L ADVANTAGES TO INDUSTRY

1. The inclusiveness of this plan.—Its coverage of practically all of
the advantages sought in the vast array of prevailing plans and
em;lzloyee policies—its simplicity in serving the main purpose—should
make the plan appeal to all employers of labor.
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In effect, this plan encompasses—

(1) A pension system; (2) a savings plan; (3) a retirement fund;
(4) incentive wage plan; (5) a bonus system; (6) an annuity plan;
and, indirectly, (7) a merit system.

2. It makes capitalists of the workers, completely changing
their thinking and attitude toward the industrial system—an impera-
tive national need. ,

3. It makes workers a part of the profit system and by their partiei-
pation transforms their sentiment from one of antagonism to that of
acceptance and defense—the most powerful educational advance that
could be devised.

4. It constitutes a genuine recognition of labor as a partner in the
industrial partnership which has been expounded from time imme-
morial but never actually established—the most effective act possible
in winning the allegiance of the employee away from the external
influences and to his employing institution.

5. It supplies that factor missing in practically all other plans—
that cohesive element that impels the employee to stick—a cementing
of loyalty (possibly selfish, but actual nevertheless) to his institu-
tion—a determination to get the ‘“reward at the end of the race”
and that determination is matched with an antagonism against
any person or organization that attempts -to disturh the serenity
of the future prospect.

6. Eliminates constant bargaining and demands for wage increases.—
Companies paying the ‘“‘going” or prevailing wage scales of their
industry or their community will experience no bickering or bar-
gaim'ng for increased wages, for “the reason that the emplog'ee is

ully aware that his wages are at par with standard rates, besides
being deeply conscious of enjoying a participation in profits far
outweighing and subordinating the customary issue of wage increases.
He considers such questions from an entirely different psychological
viewpoint—that of a partner—a partner with responsibilities carrying
compensating rewards.

So long as his wages are fair and equitable—on a par with pre-
vailing standards—he is above and immune from the usual fetty
bickerings of labor strife, because he has the peace of mind and
satisfaction of knowing that yonder—where the sign-post reads
460"’—his reward awaits him—the great fear is removed.



CHAPTER XVI

RECOMMENDATIONS FOR LEGISLATION FOR
ENCOURAGEMENT OF PROFIT SHARING

I. Ezemption from all income taxes of payments to employees from
accumulated profit-sharing retirement funds.—(a) The Federal Gov-
ernment today recognizes the public benefits of life insurance by
granting special tax exemption. Tn addition to the Federal Govern-
ment, practically all of the States allow the insurance payment to be
exempt from tax whether the proceeds are paid direct or in trust.

(6) In essence and logic, a corporation which creates and develops
a profit-sharing fund in the fezm of an irrevocable trust is, for all
gractlcal purposes, building endowment or life insurance for the bene-

t of the worker or his beneficiaries in the event of his death. The
same attitude should be assumed by the Government to such a profit-
sharing retirement fund as it now maintains toward life insurance.

(¢) Such reward and encouragement as would be extended by such
an exemption can be well founded upon the basis of the benefit to the
common welfare. Such a retirement fund is insuring the inde-

endence, comfort, and security of the worker in his or her old age.

t is removing that worker from the shoulders of the Government in
old age. An inviolate and irrevocable retirement trust fund is in
reality a life-insurance contract. If insurance benefits are exempt.
then payments to the beneficiaries (the workers) of such a fund should
also be exem(f)t. The savings of the worker contributed to the profit-
sharing fund are identical to the annual premium paid on a life-
insurance contract. The only difference, possible of contention, is
that the corporation is contributing a portion of the fund which builds
the rotirement fund. Accepting this as a difference, Government
should recognize that the corporation is contributing to the general
welfare by such contributions.

II. Issuance and sale 73, “United States Qovernment profit-sharing
Jund bonds,” available only for profit-sharing funds, and used for the

rotection of profit-sharing fund investments.—(a) One of the greatest
ears which cause hesitation in the creation of profit-sharing plans
and development of permanent profit-sharing funds, is the fear of
management executives to be responsible for the permanent invest-
ment and protection of accumulated funds of employees. The experi-
ence of recent years in connection with the stability of security values
plus the abnormally low interest rates Erevailing more lately, provides
sufficient evidence of the difficulty of both safe and profitable invest-
ment of funds entrusted’for future security.

(d) Frobably no factor associated with profit sharing would do more
to discredit the theory and undermine the principle, than for the fund,
accumulated through the years and in which the emiloyee has built
his hopes and dreams, to be dissipated or destroyed by reason of its

131
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investment in unstable securities which are subject to the viclent
fluctuations of which recent years bear mute evidence.

(¢) The Government security above-recommended should be a
bond of 30 or 40 years maturity, non-negotiable, and transferable
ouly between the profit-sharing corporation and the Federal Govern-
ment. It should be issued in registered form only, in denominations
of $1,000 or multiples thereof, and redeemable by the registered
holder (the corporate groﬁt«-sharing fund) on 30 days’ notice. These
bonds should be issued bearing interest at a slightly higher rate than
that prevailing during any given period. In other words, having in
mind the existing situation of today, a profit-sharing retirement fund
ghould have greater acceleration of accumulation than is possible
under a 2-percent interest rate. Therefore, the minimum interest
rate of such bonds should be at least 4% percent, and during periods
of hi%h interest rates, these special bonds should always maintain a
slight %‘increased premium rate. :

(d) For the purpose of reducin administration and bookkeeping
in connection with such bonds, both for the corporation and the Gov-
emment, these bonds should be issuable on December 31 of the year
issued and should draw interest only from that date, thereby allowing
3 profit-sharing fund to invest its accumulations of the year on that

ate.

(¢) Such bonds should only be available and issued to profit-
sharing funds of companies having an approved profit-sharing plan
conforming to certain well-defined principles of sound and legitimate
profit sharing.
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CHAPTER XVII

THE EXTENT OF PROFIT SHARING IN THE
UNITED STATES TODAY :

Of the number of companies filing “‘Schedules of Information” with
the committee, 728 reported having one or more plans falling within
the scope of the survey. Included among these are companies in all
sections of the country and in practically every line of business and
channel of trade—soms with a few employees and some with many
thousands; some with a few thousands of dollars of capital and some
with many millions. .

TABLE 4.—728 companies having profil-sharing plans grouped by industry and
showing number of plans of each type

Num- | po. | Profit | Wage. Stock-
ber of sion [Pereent- glvi& B«l:mus ow;]x;er- Splc;cui:l
com- age en plans | ship
Type of business panies | P30S | pievs | plans plans P
B (o] D E F a
Mining and extractive industries.........._.. 9 7 1 1 4 1 1
Manufacturing industries:
Food ard kindred products.............. 42 29 8| ... 18 I3
TobacCo. - .ol 4 2 2 P2 OTTTT I
Textile-mill produets......_........._.__. 17 5 5 1 [' I 1
Apparel and finished products. .. ____.__. 4 2 | S PO 2
Lumber and timber basic products. [ 3 O 7 k25 U S,
Furniture and finished products.......... 10 2 41 ... [ 3 T S
Paper and allied products.......__...___. 18 7 ' 5 1 1
Printing, publishing. and allied trades.... 30 11 16 1 7 1 3
Chemical and allied preduets_ . ._._.._... 10 25 12 2 B........ 1
Petroleum, coal, and naturalgas......... 27 21 7 4 2
Rubber produets_..._...... ... ... 6 4 | B PO eeama
Leather and leather products......._..... 13 5 5 1 1
Stone, clay, and glass products........... 21 14 8 ) I PO,
Iron and steel produets....._..____...... 70 PA] 34 1 3
Nonferrous metal products.. . 12 10 - 7 PO 1
Electric machinery........ . 22 9 10 1 1
Other machinery....._.._._. . 57 19 30 2 1
Autos and auto equipment... --- 10 1 [ { IS 1
Other transportation equipment....._... 10 8 K 1 PO IO
Other manufacturing.._.___.............. 11 4 | & DO A,
Wholesale and retail trade:
Wholesale.........cooeciiimmanaciacanan 16 10
Jobbers and supplies. .................... 4 | I SO
Mailorder.....ooeeieiaeee s k3 PO
Chain stores. . . 16 14
Other retail. 20 11
Public utilities. . 45 45
Communication... 3 3 feeanas
Transportation (other than railroad). . eee 8 L 3 PO
INSUrANCS. ..o ie o iicineee cecececcncennae 55 4
Finanelal . .. . el 83 68
B S 1 T 28 13
Total. . ...ooooeen teeeeZemimeaeas 728 414 ‘

Table 4 indicates the distribution of the various types of plans
according to the type of business shoving a total of 948 different plans
being operated by the 728 companies with practically every industry
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reporting a wide variety of plans. Bonus plans are found in every
up but one. Pension plans in all but two, and profit-percentage
plans in all but four.

TABLE 5.—7£8 companies having profit-sharing plans grouped by geographic
location of principal operations

Principal operations

.g a a |la la |a

Bl (B8, ). ¢]s!8 188 |8

" Typeof business | 8 g g% SE g E a.la.la |58

ARSEHCIEAERE A ke AP

Bl SISH|%a| & || 2125|2787
A HGIIEAE R R R R I
z|o|g B |z |8 |8 |a & | |8 |2 |&
Manufacturing..... 429 73 10 1 521 111 171 18 21 16 12 4 17
Mining 9 1]......] 1}...... ) N P 2 IS 1 1
Trad 68 17 2]...... 7 15 4 7 5 1 4 1 8
28 6 21...... 2 7 2 6 ) N PN I SR 2
I T PR R 1 7] 10 5| 1 4. I I 6
' 'ransportation..... 8 3 ) U DN BN 2 PR DU ISR P, 1]...... 1
Communbication.... 3 b2 PO I SO ) N VU IR AN FORIN I NN S
Insurance.......... 55 3 | B DO (] 7 [ 14 9 1 7 1 ......
Financial........... 83 1 ) U PO 1 13 [ 7 32 1 3 10 'l
Total........ 728 | 106 17 3 5] 167 40 | 175 72 19 30 17 44

Table 5 shows the 728 companies grouped by industry and tabulated
according to the geographic location of their principal activities, some:
‘companies appearing in more than one column. In addition to the
106 companies appearing in the first column, whose activities spread
into all parts of tﬁe country; and the 20 companies in the next two
columns, where activities are confined principally to the territories
either east or west of the Mississippi River, there are profit-sharing
plans in every geographical division with manufacturing, trade,
and financial companies appearing in each of the columns and insur-
ance companies in all but one. :

TABLE 6.—728 companies having profil-sharing plans—Grouping 683 by industry
and showing normal number of employees

Numberof| Normal
Type of business companies | number of
reporting { employees
Min'ng and extractive industries. ........coeeeoeenneeeiecceecrceeccmeaccaaas 9 28,760
Mar ufacturing industries:
1Food and kindred products. ..o o oo ieiiicecccecacmaaans 36 161,214
T ADBCCO. . . -ecoeeeeacemccccccaracceaascecccananncncacsaconacasamesenoanas 4 , 425
Textilemill prodnets. . ..o iiicieeciriccncrcceccnaaen 1v 15,703
Appaic! and finished produets...__.. - 4 7,078
Lumber and timber basic prodacts. . . [ 3,347
Furniture and finished products..... . 10 18,382
Paperand allied products. .. ... icrececccacneean- 18 28,082
Printing, publish gf andallled. .. aceccaee.. b4 17,632
Chemiea) and allied products... ..o caeic———- 40 108, 164
Petroleum, conl, und natural g8 . . ..o cceccccacccccacemccnaeas b1 228, 982
Rubber products. . ... iieicccoaecc s 5 43,542
Leather and leather products.. . .- 10 34,172
8tone, clay, and glass products . . 20 74,744
Iron and steel produets......... . 66 1,781
Nonferrous metal products. ... .coneeocmceomenerccecccrccnceceeacancecannee 12 930
Electric machinery.... ..ccecaeceecemccacccccceecccreacccacccacemnacsccanen 10 183,358
[024:T1 81 T:Y0 10111 o 0 53 129, 398.
Auto and auto oqtulpment ............................ 10 222,021
Other transportation equipment. 10 54,138
Other macufacturing.... 9 12, 680
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TABLE 6.—728 companies having profil-sharing plans—Grouping 683 by indus
and showing normal number of employees—Continued o W

Numberof| Normal
Type of business companies | number of
reporting [‘employees
‘Wholesale and retail trade:
Wholesale. ... . oo imicceccicccccccencccoimecceacnananaan 16 10, 904
Jobbers and suppPlesS- «.. oo ccieceecccaccecccasccccaaasceann 4 1,203
Mailorder.........ovececciaencececamecnenenn 3 59,073
n stores. 14 130, 447
Otherretail.._..... 27 59,603
Public utilities....... 490 122,614
Communication 2 301,416
Transportation (other than railroads)........occcoeooemmememmmciinnieaaan 8 51,087
INSUPBNC8. oo iacacaccmnaceccccccceccncccnuecreaccconencamnaameaaann 52 85,790
FinanCiA). . e —————n 8 32,248
BOrVICe. oo icecccicaccaccccsccecaceesceccecascssancennan n 11,091
Companies reporting normal number of employees. . ..........ccccemencen. 682 | 32,563,787
Companies not 80 reporting.. ... o ceeeoanme e cacccrerieccaeeccarencaranan [ 1. 3 PO,
Total companies. . . ..o iieciaeciiecccaanaaccacceananan T8 |occeeannea

That profit sharing is not confined to small companies, as many
people presume, is clearly indicated by tables 6 and 7.
able 6 shows by industry the aggregate number of employees as
reported by 682 of the 728 companies. Included in the list are com-
panies with small groups of employees, others employing in excess
of 75,000. Ten companies in the automotive industry average
over 22,000 each; 3 in the mail-order business, nearly 20,000 each;
19 manufacturers of electrical equipment, over 9,500 each, and the
entire group of 682 companies employing normally 2,563,787, averag-
ing in excess of 3,700 employees per company.

TaABLE 7.—728 companies having profil-sharing plans—Grouping 688 by tndusiry
and showing net worth

Industry . g}::‘mlgg Net worth !
MINIDg. .. oo eececicccccecccececeocccaceeneameaeanan 8 $376, 656, 000
ManufacturiDg. . ocoon e icaceeccaceane 364 | 16, 241,696,000
b 52 1,029, 564,
Transportation. ... ... cecceaeccanen 5 3
Communiecation.................... e ececsacncccanamaaceas 3 )
L0 31103 1 T IIO 42 2, 896, 981, 000
LTV T RPN 64 1,081, 769, 000
InSUTRNCe. o oo e ccteccaccaccncoccrmnannaccacanens 30 , 284,
1271 47 1 TN 2 126, 766, 000
Companies reporting net worth. .. .. it 588 | 22,960,853, 000
Companies Not 80 FOPOTtIDG. . oo cee e coicreacicccccncncomccenancan 140 {.. ccocenennenn
Total companies......ccceeecacaeeeeccecconeaconsocssaccannsmcannnacas T28 |.oceeacacorcncan

1 Book value capital stocks and surplus.

Table 7 shows under broad groupings the net worth of 588 of the 728
companies as aggregating nearly $23,000,000,000, or an average in

.

excess of 39 millions, .
Collectively and individually, these tables avidencs the wide scope

of profit sharing in the United States today—the extent to which it
has become nationally installed and adopted.

136738—89—10
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An interesting sidelight revealed by the schedules of information
is the age distribution of employees as indicated in table 8.

This age distribution is compared with the total United States

pulation in the various age groups on the basis that, other factors
E:mg ¢équal, the number of workers employed should be distributed
- the same as the population. This, of course, is not an accurate measure.
A better figure would be the age distribution of employables, less the
farm population.

Even so, it appears that the worker 40 to 50 years old is not being
discriminated against. Qver 50 years there seems to be some dis-
crimination in favor of the younger empluyee, but over 50, health
and accidents probably take the greatest toll. It should also be
remembered that most of these 594 companies have pension plans
starting at age 60 or 65 so that a smaller proportion of this class would
‘be expected.

It is noticeable that certain types of business have a preponderance
‘of young employees. Usually, these are the businesses that can
employ many young girls who eventually leave to get married.

TaBLE 8.—Number of employees in va)ious age groups, by type of business

Number | 95453y | 30t040 | 40to50 | 50to60 | Overeo [ Total

Type of business (gacx?i?s- years years years years years eme%lsoy.
9 6,082 7,881 5,574 3,068 946 23, 649

347 504,220 546, 266 409, 190 196, 800 67,566 | 1,814,132
54 136,121 59,933 26,378 11,109 2,684 236, 226
5 5,187 12,974 11,208 6,164 2,247 37,870
2 22,202 44,008 23,875 13. 550 2,119 105, 934
43 36,149 51,786 34,107 17,691 5,729 145, 462

65 12,084 8,935 4.5°9 2,048 749 28,345

47 20,339 11,714 5, 064 2,322 37 40,376

20 2,208 1,958 1,134 443 116 5,859

1 1n 10 3 0 1 25

1 11 17 5 0 0 33

594 834, 704 745,672 521,157 253, 283 83,094 | 2,437,010

Percent .. ... |l -7 2 ) 30.58 21,38 . 10.39 3.41 100.0
Age distribution of total
United States popula-

tioningroups'..........|-co..... 20, 703, 986 |18, 329, 056 |15,032, 474 {10, G21, 481 (23, 751,221 |68, 438,
Percent .. oeooooeeeeeeii] e 30.25 26.78 21.97 15. 52 5.48 100.0

11930: UUnited States Statistical Abstract.
160 to 65 only.



CHAPTER XVHI

ANALYSIS OF THE EFFECT OF PROFIT-SHARING PLANS
- UPON INDUSTRIAL RELATIONS

I. STATEMENT OF THE PROBLEM
While believing that an analysis of profit-sharing plans must be

-qualitative with reliance pﬁnci[i)(ally upon lo§ic, history, and experi-
ence, it seems appropriate to make a statistical study in order to deter-
mine whether or not the previous conclusions can be substantiated.
The preblem of this analysis is:

1. Do profit-sharing plans improve employer-employee relations?

2. If there is any indication that profit-sharing plans can improve
employer-employee relations, are particular types of profit-sharing
plans more effective than others? In other words, are bonus plans
more or less effective than other types of plans; are pension plans
more or less effective than other types of plans; are profit-percentage
plans more or less effective than other types of profit-sharing plans?

Inasmuch as this study on the whole has been directed at the effects
of profit sharing upon labor and the problem of improving employer-
employee relations, it is felt that the answers to the above questions
may be measured from specific answers given in the “Employer’s
Schedule of Information” in regard to strikes and as to whether or
not the various plans have reduced labor turn-over, increased efficiency,
and increased loyalty end appreciation. It is felt that such an ap-
proach might shed some light upon the intangible features of profit
sharing which may well be worth the costs to the company maintaining

the plans.
I1. CONCLUSIONS REACHED

From the data which was available for analysis, the following con-
clusions have been drawn: '

1. Where a company has in force a })ension, bonus, wage-dividend,
stock ownership or profit-percentage plan, there is a distinct decrease
in the probability of that company having labor troubles and strikes
as compared to those companies which do not have such plans for
labor. However, this is not true for thos: companies which (1) have
some plan for labor, and in addition a profit-percentage plan or bonus
plan for executives or keymen (i. e., executive or management plans),
or (2) which have profit-percentage plans or boius plans for executives
and no plan in which labor shares.

2. Of the various types of profit-sharing plans, pension plans are
the least effective in resucing the probability of a strike occurring, in
decreasing turn-over, in increasing efficiency, and in increasing loyalty
and appreciation.

3. Profit-percentage plans are the most effective in decreasing the
probability of labor controversy and strikes and in decreasing turn-
over, increasing efficiency, and increasing loyalty and appreciation.
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4. As to profit-percentage plans, there is reason to believe that the
type of plan wherein the workers’ share is saved for the future is
more effective than the type of profit-percentage plan wherein cash
is distributed at stated intervals.

5. Bonus plans come in the middle ground between pension plans
and profit-percentage plans in their effectiveness toward improving
employer-employee relations.

III. DEFINITIONS

Brocdly speaking, profit sharing has been the name applied to all
those types of glans which in effect grant monetary rewards to the
worker over and above the wage scale. Because of the limitation of
time and funds, the study of various types of welfare pians such as

"medical care, housing, group and disablhtﬂ insurance, etc., has been
“eliminated from this investigation even though it may well be ad-
‘mitted that these plans occupy an important place in an industrial-
relations program. Rather, the study has been primarily confined to
those plans which offer additional monetary rewards currently or at
‘some future time. As was indicated in the “‘Schedule of Information’”
‘sent out to business and industrial establishments, these plans include
pensions, annuities, bonuses, wage-dividend, stock-purchase, and
profit-percentage plans.

Pension and annuity plans include those schemes which have for
their purpose the paying of some monthly or annual amount to an
employee after he has reached the age or the condition of health which.
does not permit him to perform his tasks. The term “pension” is.
commonly understood by most everyone and there should be no con-
fusion on this point. An annuity is usually a pension or pension plan
wherein the payments after retirement are made by an insurance
company rather than by an employer. Thus, the cost to the company
is based upon the future benefits desired for the employees.

Bonus plans include that group of payments to employees wherein
the cost to the company or the amounts distributed to employees.
may be based more or less upon the option of the management as to
the amount, or is based upon some such figure as length of service or
annual earnings, or both, of the employee mmvolved. While it is true
such payments are usuaﬂy made only when profits have been earned,
there are some plans where bonuses are paid—based on length of
service—even though the company may have incurred a loss during
the year. Then, too, profits may have been earned and still no bonus.
would be paid unless the management so decided.

This particular study inclu(%ed as bonus plans only those bonus.
systems that have been in effect for some period of time, and seem to.
represent a consistent policy on the part of the management.

age dividend describes that group of profit-sharing plans wherein
the amount to be distributed to the employee is directly related to
the amount of dividends paid or declared on some class of stock,
usually common. Here we find that although a company may have
profits at the end of the year there would be no distribution to the
employee if the company decided not to pay any dividends. Then,
too, she company might pay a dividend even though they had op-
erated at a loss, in which case the employees might also receive a
cash distribution.
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given the opportunity to purchase stock in the company. For-
purposes ‘of the study, ovly thess plans-whick offersd stock below
‘current-market “prices- oF:paid sinployee aubscribersza-bonus were
inoluded-as “profit sharing.” ' This eliminated that group of com--
panies which performs only a service such as permitting the employee
to buy stock at the market and then paying for it in installments. To:
fall in this class, a plan had to definitely give the employee-subscriber.
some advantage, either in price or in extra earnings on his investment.

Under profit-percentage plans was included those plans—and only
those plans—where the amount to be distributed or held for the
benefit of the employee was definitely related to the profits of the
company. This relationship is a stated percentage of net profits.
Sometimes this percentage refers to total net profits available for
dividends and sometimes to net profits after some allowance has been
made for a return on capital.

The term “strikes” includes all those situations wherein there was
an actual stoppage of work because of some differences or controversy
between management and employees. Thus, negotiations for pur-
poses of collective bargaining, elections for the determination of the
collective bargaining agent, and even cases brought before the National
Labor Relations Board were not considered unless they were accom-
panied by an actual stoppage of work.

In the matter of strikes, it seemed only fair to distinguish between
“major” and “minor”’ strikes. Certainly some distinction seemed
necessary between the company with 10,000 employees where 9,000
went out on strike and the firm with 10,000 employees where 20
employees in some department of a small branch went out cu strike.
It 1s admitted that the distinction has been determined by the staff,
as the employers were not asked to qualify their original statements.
Consequently, each case was judged on its merits, due consideration
being given for the total number of employees, the number out on
strike, the duration of the strike, whether or not it occurred at the
main plant or at some branch, and so forth.

IV. LIMITATIONS OF THE STUDY

The nature of the data studied was of such a type as to make it
difficult to come to any definite statistical conclusions except that
certain trends and aspects were noted which assumed some significance
when logic and experience were also brought into play on the subject.
It was found that answers to such questions as “turn-over,” “effi-
ciency,” and “loyalty” depended on the point of view of the executive
answering the schedule. In very few instances were executives able
to back up their opinions with quantitative data. In addition, there
were various shades of opinion which it was not possible to differenti-
ate. For instance, one official miﬁht answer, “I believe the plan has
reduced turn-over but I can’t say how much.” Another might answer
“The plan has very definitely reduced turn-over.” And between the
two extremes were other shades of emphasis. Consequently, the
investigation was undertaken with full realization of its limitations
and yet it seemed appropriate to determine if possible whether or not
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viously expressed opinions could be substantiated in numericel
orm.

The analysis of specific types of plans was confined to those com-
panies which employ “labor” in the common sense of the term. Thus,
Insurance companies, financial institutions, etc., were eliminated as
they employ mostly “white collar” workers, and it is readily appre--
ciated that the problem of these companies is quite different than that-
of the companies employing “blue shirt” labor.

CaarLes A. WiLcox,
Statistician.



STRIKE RECORD OF COMMERCIAL COMPANIES
EMPLOYING LABOR

The first question with which the study is concerned is whether or
not there is any better employer-employea relations between those
companies having some type of profit-sharing plan for labor and
those companies that have no profit-sharing plans for anyone.

In order to answer such a question it 1s necessary to find some
common denominator between the two classes. on inspection
of the Schedules of Information filed with the stal? it was found
that the record of strikes was a common factor. The problem then
arose as to whether or not the strike record would give any indica-
tion as to the effects of profit-sharing plans upon the employer-
employee relations and if it could be used as a measure between
the two groups. ’

Generally speaking, strikes may be used to measure this employee-
employer relationship. To be sure, most strikes have their basis
in some dispute over wages or hours or in the question of rights
of organization which may be considered a prelude to demands
for wage-and-hour adjustments. Of course, there are many other
bases for strikes such as resentment against a particular foreman
or executive or some fancied grievance which may be disguised
b{ a demand for wage-and-hour adjustments. One of the aims
of the survey was to discover, if possible, whether or not a profit-
sharing plan might not be used as an added medium for the dis-
tribution of profits which might lessen or eliminate the constant
bickering between employers and employees over the wage scale to
the detriment of both.

Because strikes primarily represent disputes over wages, they also -
reflect employer-employee relations and because & profit-sharing plan
is considered a medium for avoiding these disputes, it seems reason-.
able to use the strike record for comparative purposes for determining
whether or not those companies having such plans are in a better
position as regards harmonious industrial relations than those com-
panies without plans. )

One further point needs to be added. This study is directed at
attempting some solution of the ‘“labor” problem—particularly as
regards industrial disputes. Consequently, it seems appropriate to
eliminate from the computations those companies which do not
employ labor of the “blue shirt” variety. This group would include
financial institutions, insurance companies, service and professional
groups, etc., where the preponderance of cmployees are ‘white
collared”’ and primarily.salaried. Thus the group subjected to study
would include only “commercial” companies where the employees
were primarily wage earners. It is easily reco%nized that it is among
the second group that the greater majority of labor disputes occur.
. Thus, 774 commercial companies filed Schedules of Information
indicating whether or not they had a profit-sharing plan in effect and
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also whether or not they had a strike or strikes in recent years. Of
the companies that had some plan in operation it was thought advis-
able to further break this group down in view of several considerations
that come up.

As this study is directed at the effects of profit-sharing plans upon
labor, it seemed necessary to scgregate 88 companies who had some
plan in which labor did not share. It would be expected that this
group would show up differently than the group wherein labor did
share in a plan. Likewise, it was deemed best to extract 62 com-
panies that had some plan in which labor shared, but also had some
Elan in which labor did not share, as the “executive’’ plans might

ave some influence on industrial relations. Three hundred and four
of the companies had profit-sharing plans in all of which labor shared,
and no other plans in which labor did not share. This left 320 com-
panies having no plan for anyone. The strike record of these 5 groups
18 plotted in chart 8. The lower part of the bars represent ‘“‘major”
strikes and the upper part of the bar “minor” strikes. »

- From column D of this chart is seen that 19.1 percent of the 774
companies had one or more strikes in recent years of which 14.0 per-
cent were major. Three of the groups had a worse experience and one
group had a better experience. Of the three groups with a worse
experience, it is seen that of the 320 companies in column C without a
plan for anyone, 23.4 percent had strikes of which 18.7 percent were
major. In column A, 30.6 percent of the group with a plan for labor,
but also some plan in which labor did not share, reported strikes, of -
which 15.9 percent were major. Of the group with only ‘“‘executive” -
plans, 23.7 percent reported strikes, of which 16.1 percent were major. .

Thus the latter two groups had the worst strike record, as might be
expected. In recent years considerable publicity has been given to
executive salaries and executive bonuses and even though these
bonuses—either profit-percentage or regular bonus—may be justified
from the standpoint of management, evidence is availa[‘:le that they
cause considerable resentment among the employees down in the shop .
who see only a gross figure paid and have no understanding as to why
such a payment was made. In fact, no attempt may ever have been
made to explain these bonuses to the workmen. All the worker in the -
shop knows, is that he gets his $30 a week and somebody in the
office gets a salary of $50,000 and maybe a bonus of another $50,000..
Whether he is justified or not justified, it might be that the worker
looks at that $100,000 as against his own $1,560 and decides that he
must be getting “gygped.” If he reaches such a decision, he is easily
led into a labor outbreak with his fellow workers. :

It is to be noted that of the 304 companies where labor shares in all
plans only 9.9 percent reported strikes, of which 7.7 percent were
rajor—a distinctly better showing than the 774 companies combined.
ir: the “E” group, there might be cases where executives would draw
large bonuses but, as the workers shared in the plans, they apparently
felt that management was trying to play fair with them and they-
consequentlg resented less any differences in each individual’s share.

Column A shows a smaller proportion of major strikes than does-
column B or column C, and this is what might be expected, although
the individual variations are too small to be highly significant.
Column A, of course, represents companies where labor shares in some
plan aud in columns B and C there is no plan for labor.
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CuART 8.—Percentage of companies reporting strikes—by various groups
Percent :

Col. A. 52 Companies Where Labor ShAres in Some Plan
dbut not in alle

ho
. Cols'B. 88 Companies with a Plan in which Lador does
* not share.
Col. C. 320 Companies with no plans for anyone.
Col. D. All Companies Combined (782).
» Col. B. 312 Companies Where Labor Shares in All Plans.
A
. 30,
30

-, R s strixes

ﬂm]m] Minor Strikes
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The question naturally arises as to whether the wide difference in the
experience of these 304 companies with plans in which labor shared,
column E, when compared to the experiences of the other 470 com-

anies, might not be due to errors in sampling or simply to chance.

he differences in total strikes was checked mathematically and was
found to be significant in that the difference was too large to be due
either to chance or to the errors of sampling.!

Because of this mathematical confirmation of opinions and philoso-
phies that have previously been expressed, it seems reasonable to
conclude that profit-sharing plans where labor shares, do improve
employer-employee relations, providing there is not also some other
profit-percentage or bonus plan in which labor does not share.

LABOR RELATIONS UNDPI%}XN'gHE VARIOUS TYPES OF

Under chart 8 it was demonstrated that companies with active
profit-sharing plans in which labor shares in all plans have a superior
record as regards strikes. In that particular tabulation there were
-companies which did not have plans, and therefore could not answer
any questions as to the effect of the plans on turn-over, efficiency, and
loyalty, so that the comparison was necessarily confined to the strike
record alone.

In coming to the second problem of the study—that is, the differences
between various types of profit-sharing plans—it is found that there
is not only a strike record but in addition there are available answers
to the questions as to whether or not such plans decreased turn-over,
increased efficiency, and increased loyalty and appreciation, which
n;ight or might not confirm the results indicated by the strike record
alone.

t Tue formula used to check the differences in percentages was

11
s ‘D "”"‘"(E*E)

where D, is the difference between two percentages, po is the weighted mean proporiion, 76 is 1—po, and
N, and Nj are the tota! number of cases, is the two samples to which the sroprtions relate. In chart 1,
-of 312 companies where labor shares in all plans, 31, or 9.9 percent, reported st-ikes. Of 470 other companies,
118, or 25.1 percent, reported strikes.

The two proportions, p, and ps, with which we work are 0.009 and 0.251. The difference D, between
the two proportions is 0.152. For the wcighted mean proportion we have

"NIPH'N!Pl
P=TNFN:
(312X.009)+(470X.251)
= 312+470
Qo=1—PyX 8085

We compute the standard error of D, {rom the relationship shown above.

= 1903

'D,’=.1905X.8095(3+2+‘-;B)
= 0008211
‘D, =.028655

Between the given value of D, and the hypothetical value of zcero we have the discrepancy (expressed asa
normal deviation)
_.152-0

028655
=530

T

A discrepancy s great as this or greater might occur, as a result of chance, fewer than 4 times out of 10,000,

The value of 7 is equivalent to the value of ‘{ in the Table of the Normal Curve of Error in Terms of

Absei.sa.

The above procedure was used throughout to check differences in percentages. No difference was consid-
<red significant unless the discrepancy was large enough to occur a3 a result of chance less than 1 out of 100
times. See Frederick C. Mills’ Statistical Method, pages 483-485, revised edition (1938), for a further dis-
cussion of this formula.
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In order to isolate the numerous types of plans as completely as
possible, 234 companies were selected which Eave only one type of
plan such as pension, bonus, percentage-sharing, wage dividend, or
stock ownership in operation, and labor shared in that plan. Thus
there was eliminated any influence of plans in which labor does not
share. It also eliminated the influence of some other plans as in those
companies having more than one plan for labor. These 234 companies
are, of course, selected from the group of commercial companies em-
ploying labor that are being investigated. The plans have been
divided into pension plans (or annuity plans), bonus plans, and profit-
percentage plans. This latter classification also includes eight wage-
dividend plans which are “partnership” plans and tend to make the
employee definitely interested in the fluctuation of the profits of the
company. The ex]periences of these companies have been plotted in
chart 9, wherein column A represents pension plans, column B all plans
c?mbined, column C bonus plans, and column E profit-percentage
plans.

CHART 9.—234 commercial companies with only one plan and labor shares in

that plan
Percent .
90
% Reporting $ Reporting Reportt t
Strikes Decreased Turuwover ‘Xucrmo:‘ ‘!:g::u:‘
Bfficlency Loyalty ”95

Col. A = Pension Plans (86)
Col. B = All Plans Condined (234)

)
Cole C = Bonus Plaas (81)
Cole D = Profit Perceatage and Rage-Dividend Plaas (61)
60
%0
.Wor Strikes

ﬂm]llm Strikes
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Under the heading of “Strikes,” it is ceen that 18.6 percent of those
with pensions had strikes, of which 17.4 percent were major, which is
"the highest figure. Profit-percentage plans showed no strikes at all.
The group as a whole showed a percentage of 9.4 percent, of which
8.1 percent were major. Bonus plans tended to coincide with the
group as a whole and this coincidence is maintained throughout the
four break-downs. A further perusal of the chart indicates that pen-
‘gion plans, consistently, were the least effective, not only as to strikes
‘but also as to turn-over, efficiency, and loyalty. Likewise, both
profit-sharing plans and bonus plans maintain a superiority over the
group as a whole.

Here we find that all major strikes are in those companies having
pension or bonus plans while the companies with profit-percentage
plans had no strikes at all. Also the proportion of major strikes is

eater under pension plans than the proportion of major strikes under
"bonus plans.

The question again arises as to whether or not these differences in
.percentage are significant or might not be differences simply due to
chance distribution. The percentage differences were checked mathe-
matically and as to total strikes it was found that the percentages of
both profit-percentage plans and pension plans were significant in that
they were too large to be due primarily to chance. This experience
is what might be expected due to the fact that profit-percentage plans
tend to establish a partnership relation between employees and the
company, and employees under profit-percentage plans are apparently
interested in the general welfare of the company and are satisfied that
management is attempting to be fair with them as regards the dis-
tribution of the company’s earnings. On the other hand, the exist-
ence of a pension plan is apparently no deterrent to the employees’
desires for wage adjustments, better working conditions, or the right
to orranize. This is not unusual as it is perhaps difficult for the
workingman to look & long way into the future to such time as he
, will be a beneficiary under this type of program. The receipt of this
pension ordinarily has little relationship to the fluctuations of the
profits of the company, especially if the pension plan has been funded
or insured. Under insured plans, several executives have admitted
that their employees are inclined to look to the insurance company
for their pension and, therefore, lack the loyalty and cooperation
which might be expected if the employee realized that he relied totally
upon the company for his retirement protection.

Bonus plans seem to strike an “average’” between these two types
of plans. This is not unusnal, inasmuch as a bonus at the end of the
year might fensibly give the worker as much cash as would a profit-
percentage plan with the exception, however, that the employee’s
interest is not so definitely tied in with the fluctuations in profits.
There might be profits and no bonus. Consequently, the employee
might find it difficult to anticipate any benefits from his own personal
efficiency or loyalty, as does the worker under a profit-percentage plan.
In this particular case, it is true that those working under bonus plans
cannot look forward to a pension, but this is more apt to be the con-
cern of the older employes and not that of the younger employee, but
still he might have a little more interest in the business as far as getting
sornething out of it over his wages, as what benefits he gets under a
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bonus-plan arrangement come directly from the company and not
from some outside institution. .

In answer to the question as to whether or not these plans have,
Jdecreased turn-over, we find that the various plans maintain the same .
order of magnitude (in reverse, of course, as here a high percentage is
favorable) and again the widest divergence in the average of the group
occurs between pension plans, which apparently are least effective
and profit-percentage Elans, which are apparently the most effective.
In this distribution, the variation in percentage of column D is ap-
parently of some significance, as a mathematical check of the per-
centages indicated that the variation is great enough to be outside the
realm of chance. The dispersion is not outside of what might be
expected in that one of the workingman’s first interests is to get the
best job at the best pay he can, and he is not likely to let a pension or
a bonus plan stop him from making a change if he can see a better
job elsewhere. However, profit-percentage plans do show a decided
tendency to hold the employee to better advaniage because under this
scheme of things he knows definitely where he stands and he also has
some assurance that when, as, and 1[’ the company makes profits or has
a good year he will receive additional compensation accordingly. He
would probably take into consideration the financial history of the
company and, if he had reasonable assurance that profits would be
made or increased, and thus increase his own compensation, it is fair
to assume he would hesitate before leaving his job for the sake of sorae
small immediate or temporary benefit.

In the study of “increased efficiency,” we find again that pensions
are apparently the least effectivé and this is borne out by a mathe-
ma.ticaf check which indicates that the variation of pensions from the
group as a whole is larger than might be expected purely from chance.
This again is what might be anticipated. Pension plans offer benefits
to employees but these benefits as a rule do not accrue until some
future date and in the case of many employees it is a remote future
date and the anticipation of its benefits, which lack glamor and chal-
lenge in financial volume, create no particular s;i‘ur to the employee
to do a better job than he otherwise would do. This might be modi-
fied somewhat 1n the case of the older employee who can see a pension
coming to him a few years ahead and possibly be stimulated to wind up
his career with the best efforts he could put forth.

While both bonus plans and profit-percentage plans still maintain
their superiority over the average, the differences seemingly might
be due to chance distribution rather than due to any fundamental
differences, although the decision as to profit-percentage plans is
borderline.

In the matter of “increased loyalty,” we again find the common
sequence of magnitude with pensions at the lower end and profit-

ercentage plans showing the highest percentages of favorable replies.

his distribution is not particularly unusual inasmuch as, under
pension plans, as has beer: said before, the benefits normally are very
far in the future and it is apparently difficult for the average empioyee
to become enthusiastic about something he cannot see and which will
not be in his hand for a long time to come and, even when it does
come, it may only be a mere subsistence payment. If he dies before
retirement age, he gets nothing except possibly a return of his own
contributions. On the other hand, profit-percentage plans do pro-



150 PROFIT-SHARING AND INCENTIVE TAXATION-

mote & partnership feeling with its profit urge, and one would naturally
expect that the employees under such a stimulating plan would have
a more cooperative attitude toward their employers. Mathemati-
cally, however, the variation of profit-percentage plans was not large
enough to be considered significant.

One other noticeable trend in this chart is the increasing number
of favorable responses as we move through turn-uver, efficiency, and
loyalty. This seems to be a general characteristic. In part, this
might be explained by the inability of employers to definitely say
whether or not these plans have decreased turn-over or increased
efficiency. Frequently there are other factors which may influence
these two items so, consequently, many of the answers came under the
“no known effect’ category. But when it comes to the matter of
loyalty, where it was a question of the employer using his opinion,
the favorable responses as a rule jumped appreciably as he did not
have to resort to records to formulate an opinion. Likewise many
employers responded that employees had demonstrated by action and
word of mouth that the various plans under which they worked were
appreciated.

DIFFERENCE BETWEEN “NONPARTNERSHIP” AND
“PARTNERSHIP” PLANS

Previous mention was made of “‘partnership”’ plans. By this term
is meant those plans such as profit percentage, wage dividend, and
stock ownership, wherein the employee has a definite interest in the
fluctuations of the profits of the company and he works under the
knowledge that, as his own efficiency and the efﬁcienc{ of his company
workers is increased, the profits of the company will be increased and
the larger will be his share. He becomes conscious of his importance
in the operations of the business and it is natural that he would be
much more desirous to cooperate with management at every oppor-
tunity. This “partnership” relation is something for which every
employer aspires. It is the most valuable status that can be estab-
lished, for it assures peace, harmony, and increased efficiency.

Under “nonpartnership” plans are included pensions (or annuities)
and bonus plans, wherein the amount to be distributed to the employee
does not have a direct relation to profits, so that increased effort on
the part of the employee might not result in any increased benefit to
himself. He is not conscious of being a “partner” in the business and
consequently, he may make no particular effort to increase profits,
especially if he thinks that the increase might be only for the benefit
of stockholders and management, and not to himself.

In chart 9 it was indicated that profit-percentage plans (or partner-
ship plans) show a definite superiority in achieving certain results over
the nonpartnership type of plan. As that group of profit-sharing
plans was rather small and represented single plans that the compan-
1es had in operation—it is thought advisable to examine the broader
group of partnership and nonpartnership plans, including the com-
panies which have more than one plan for labor. It is felt that by the
use of this broader sample the effects of these plans may be better
illustrated.

Consequentl{', on chart 10 are plotted the experiences of 102 com-
panies with at least a “partnership” plan and 210 companies with one
or more ‘‘nonpartnership’’ plans, in all of which labor shares.
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- Under the section covering strikes, it is seen that of the 210 com-
panies with ‘“nonpartnership” plans (represented by column A) 13.3
percent report strikes, while 10.5 percent report major strikes. Of the
102 companies with “partnership’’ plans (represented by column B)
only 2.9 percent report strikes and 2.0 percent report major strikes.
The differences in percentage between columns A and B were checked
mathematically and the varation here is large enough to be significant
for inferring that the difference was fundamental and not due to
chance. In the light of the previous discussion it is not difficult to
understand why this should be.

As to “turn-over,” it is found that 51.0 percent of the companies
with “partnership” plans reported a decrease, and only 30.5 percent
of the companies with “nonpartnership” plans reported a decrease.
Again this difference is large enough to be beyond the realm of chance
and consequently the variation may be considered significant. It
is not difficult to understand why an employee working under a
“partnership” plan, wherein he feels that he 1s a definite entity in
the business, would be reluctant to leave his job, especially to take
employment where such a plan was not in existence.

As to “efficiency,” it is seen that 53.9 percent of the companies
with ‘“partnership” plans reported increased efficiency, while only
37.6 percent of the companies with “nonpartnership’ plans reported
increased efficiency. This difference, again, is too large to be due to
a chance distribution and thus it is considered significant.

In the matter of “increased loyalty,” it is again seen that the ‘“part-
nership”’ plans show a definite superiority over ‘nonpartnership”
plans. Such results are in line with what might be expected from t%e
two groups.

In view of this evidence, it is inferred that ‘“partnership’’ plans are
su]pel_'ior to ‘“nonpartnership”’ plans in improving employer-employee
relations.
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CrarT 10.—Industrial relations record of 312 companies separated as to ‘‘partner-
’ ship” and “nonpartnership”’ plans
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DIFFERENCES IN PENSION PLANS

From chart 9 it was found that pension plans were the least effective
in achieving the results that are being measured. That group in
chart 9 included those companies that had only a pension plan for
labor. However, it was found that a number of companies not only
had a pension plan for labor but they also had some other plan in
which labor shared. This other plan might be a bonus, wage-dividend,
stock-ownership, or profit-percentage plan. It was thought desirable
to examine this entire group in order to find out if there were any
combination of other plans with pension plans that might achieve
bftter——-or worse—results than were obtained with pension plans
alone.

On chart 11 is plotted the experiences of 197 companies that have
pension plans for labor—either alone or in combination with some
other plan—in which labor might or might not share.

In each series of bars column A represents 45 companies that have a
pension plan for labor but also some «iher.plan in which labor does
not share. Column B represents tlw . 197 companies combined.
Column C represents 86 companies where a pension plan is the only
plan and labor shares in that plan. Column D represents 43 com-
panies with a ﬁnsion plan for labor, but also some other nonpartner-
Shi& plan in which labor shares. Column E represents 23 companies
with pension plans for labor, but also some partnership plan in which
labor shares. :

In the matter of strikes, there is found a wide variation of results
ranging from 33.3 percent in column A to 8.7 percent in column E.
One noticeable point is that in column E there are no major strikes.
This group represents the combination of pension plans with “part~
nership”’ plans. It is also noted that column D makes a favorable
showing which seems to indicate that either a partnership or non-
partnership plan in combination with a pension plan is better than
a pension plan alone, and better than a pension plan in combination
with some plan in which labor does not share. These results are
what might be expected in view of previous discussions where it was
indicated that partnership plans make the best showing as regards
strikes and any combination where there is a bonus plan, or profit-
percentage plan in which labor does not share, has an adverse effect
on the strike record. It is not difficult to understand that even though
partnership plans are more effective than nonpartnership plans the
addition of a nonpartnership plan to a pension plan would show better
results than would a pension plan alone. ) o

Likewise, in regard to decreased turn-over, increased efficiency,
and increased loyalty, columns D and E continue to make the best
showing. However, under increased loyalty column A takes & jump
which 18 unexpected. In view of previous results, it is felt that this
superior showing is probably due to the fact that employers were
thinking of the executives who shared in their plans and not of labor
when this question was answered. If column A is eliminated the
record of c(:}umns D and E seems to confirm their superiority in the
matter of preventing strikes.

136738—89——11
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CHuarT 11.—Industrial relations record of 197 companies with pension plans (by

groups)
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EXPERIENCES OF 149 COMPANIES WITH BONUS PLANS

The relationship of bonus plans to other plans was shown in chart 9
by the use of 81 companies where the bonus plan was the only plan,

and labor shared in it.
In order to find out if there might be combinations of bonus plans

with other profit-sharing plans which might or might not have as good
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a record as bonus plans alone, the experiences of 149 companies having
bonus, or bonus and other plans, was plotted on chart 12.

CuART 12.—Industrial relations record of 149 companies with bonus plans either
alone or in combination with other plans (by groups)
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The companies were divided according to whether they had no plans
for labor (column A); a bonus plan only (column C); a bonus plan and
a partnershlglplan both for labor (column E); and a bonus plan and a
nonpartnership plan, both for labor (column D). In addition the -
whole group of 149 companies was consolidated in column B for com-
parative purposes. :

Using column C as a base, where bonus is the only plan and labor
shares In that plan, it is seen that 9.8 percent of tﬁe 81 companies
reported strikes of which about half were major and half minor.
Columns B and D are almost identical as regards total strikes, but
column D has a greater proportion of major strikes.

Column A—where there are plans in which labor does not share—
showed the greatest percentage of strikes—25.0 percent—but it
should be noticed that they are all minor. It might be inferred that
such plans occasion dissatisfaction among the labor force sufficient to
arouse petty disagrecments and yet such bonuses for management
might not be sufficient grounds for a major strike over wages, hours of
work, or the right to collective bargaining. o

. At the other extreme, column E shows no strikes as here are found
bonus plans in combination with some partnership plan.

This range is what might be expected, but in this case the samples
(only nine companies with bonus and partnership plan) are too small
in number to indicate that the variations are significant and yet
previous experiences lend some weight to the inference that partner-
ship plans achieve the best results and where an executive or non-
labor plan is present, the worst results occur. ‘

Under the sections covering turn-over, efficiency, and loyalty it is
found that column A—where there are non-labor plans—rises out of
proportion to the group, and above what might be expected from the
strike record. Here again, it is believed that employers were thinking
of management and not of labor when they answered these questions.

If column A is disregarded, it is seen that column E (where there
are partnership plans) maintains the superiority that is expected of
it in regard to turn-over and efficiency and loyalty. Likewise there
is not much difference between columns B, C, and D.

Although column E maintains its superiority throughout, the
differences are small enough to be due to chance and are, therefore, of
no particular significance.

Although no one section gives grounds for drawing definite con-
clusions, all four questions together give some reason for believing
that a bonus plan in combination with a partnership plan is superior
to a bonus plan alone, and a bonus plan in combination with some

lan in which labor does not share is inferior to & bonus plan alone.

his tends to follow the conclusions drawn from charts 8 and 9.

EXPERIENCES OF 87 COMPANIES WITH PROFIT-PER-
CENTAGE PLANS

Chart 9 gave reason for believing that profit-percentage plans were
definitely better in achieving an improved industrial relations condi-
tion wmong all the other various types of profit-sharing plans. Hav-
ing expressed the opinion that this type of plan shows the best re-
sults, 1t seems pertinent to inquire as to whether or not there are any
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variations of the profit-percentage plans which might show bettter
results than the group as a whole.

Both in the testimony at the public hearings in Washington and in
the literature in the field numerous Eeople have expressed the thought
that it is a mistake to give the worker cash as his share of the profits
a8 there is a tendency for him to spend it quickly and not to save
an{ithmg for the future. The worker is apt to increase his standard
of living in anticipation of a cash bonus and, consequently, the blow
is that much harder when the cash fails to materialize.
~ Several well-known profit-sharing plans have been altered from their
original form because of the recognition of this weakness in their plans.
Likewise, it is claimed that the employee is better off and ultimately
shows more effectiveness, loyalty, and appreciation to his employer,
if he is enabled to build up some capital with which to build a home
establish an estate, or create & retirement fund that will take care o
him in his old age in comfort and dignity. He becomes a “capitalist”
and a “partner” in the business and thus can be relied upon to expend
the best efforts to insure the success of the company.

Therefore, in chart 13 are shown the experiences of 87 companies
with “profit percentage’’ plans divided according to whether or not the
worker’s share is paid in cash or saved for the future.

Column A represents 67 companies where cash is distributed;
column C, 20 companies where the share is saved; and column B
represents the experiences of the group as a whole. It is noticeable
that where the share is saved there were no strikes, while the 60
companies that paid out cash had 3 strikes—2 major and 1 minor.

However, the variations, due to the small size of the sample, might
be due to chance and not to any fundamentsl differences in the two
types of plans. The superiority of the plans where the share is saved
might be inferred, however, due to the fact that these plans also make
the best showing In regard to decreased turn-over, increased efficiency,
and increased loyalty and appreciation. In each of these sections
the variations are small enough to be within the realm of chance dis-
tribution and yet the consistency of the superiority of column C
indicates that it might be reasonable to base an opinion on the figures
shown, on the experiences of employers, and from the philosophy ex-
pressed in the literature in the field. L

There has been good reason for stating that profit-percentage plans
(or other “partnership” ﬂans) achieved the best results, as to the
specific questions with which we are concerned, among ths various
:{pes of profit-sharing plans. It does not seem unreasonable to con-

ude that the profit-percentage plan, where the worker's:share is
saved, is the most effective of all plans, -
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Caarr 13.—Industrial relations record of 87 companies with profit-percentage
plans (by groups)
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SUMMARY

From the foregoiug series of charts and analyses, it is believed that
the two major problems established in tne beginning of the chapter
have been answered.

It was first demonstrated that out of a group of 774 companies with
and without profit-sharing plans, the companies that had some plar,
in which labor shared, achieved superior results in the matter of strikes
over companies without plans and over companies that had plans for
executives or plans in which labor did not share. ;

By isolating companies that had only one plan, and labor shared in
that plan, it was demonstrated that the companies that had profit-
percentage plans achieved better results than those companies with
other types of plans. :

It was then demonstratcd that companies having plans that created
the partnership interest, either alone or in combination with some
other plan, had a better record than did those companiss having only
a plan of the non-partnership-interest type.

It was then demonstruted that various combinations of pension and
bonus plans showed no significant changes in the employer-employee
relations unless the plan was in combination with some partnership-
interest plan.

Having demonstrated the superiority of the profit- ercentai: type
of plan it was then shown that there was reason to gelieve that the
profit-percentage plan, wherein the workers’ share is saved for the
future, achieved the best results of any single type of plan or of any
combinations of plans.

Numerous other tests and combinations of plans were studied but
the details were not included in the report because they neither add
nor detract from the arguments given and the conclusions drawn.
Table C in the appendix gives a complete break-down of the various
grouping of the 462 commercial companies used in the analysis. From
these tables can be constructed any desired combination in order to
check or disprove the work presented in the report.

Some of the experiments did indicate, however, that among pension
plans, the formal plan (preannounced and predetermined) was more
effective than the informal pension plan; there was little difference
between joint-contributory and non:contributory pension plans but
there was some slight evidence in favor of noncontributory pension
plans; insured plans and uninsured pians showed little difference one
way or the other.

Among bonus plans, the formal (preacuounced and predetermined)
showed to good advantage over the informal bonus plan. This might
be expected as the formal bonus plan approaches and has several
aspects of the profit-percentage plan where cash is distributed.

Companies that install pension or bonus plans usually have some
desired result in mind—humanitarian or otherwise. It should be
pointed out that a profit-percentage plan can achieve any or all of
these desired results without costing the company any more than its
present pension or bonus plan, merely by adjusting the percentage of
profits to correspond with the company’s experience as to costs and
profits. Then, with the profit-percentage plan the originally desired
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results wili be obtained. In addition, there should appear the advan-
tages of profit-peccentage plans that are natural to it, and are addi-
tional to the advantages obtained from pension and bonus plans alone.

CONCLUSIONS

The staff, and especially the statistical division, entered upon this
survey without preconceived opinions and solely with the determina-
tion to conduct an impartial objective——
study of and report to the Senate upon all existing profit-sharing systems, between
employers and employees, now operative in the United States with a special
view to the preparation of an authentic record of experience which may be con-
u\gted‘ by employers who are interested in voluntarily establishing profit-sharing
plans.

The intensive study and analyses, hereinbefore presented, of the
employee-relations policies operative in hundreds of businesses and
commercial and industrial institutions tbroughout the United States
lead us to certain definite and unalterable conclusions, to wit:

1. A profit-sharing plan, based upon percentage sharing wherein
the “partner in interest’’ consciousness Is estabaﬁshed, is the most
effective of all formulas for creating the capitalistic conception with its
approval and allegiance to the profit system. '

2. The formula of “percentage sharing” definitely creates the part-
nership relation whicE in turn prornotes a closer, friendlier, and
cooperative attitude on the part of the employee toward his employer.

3. Profit sharing on & percentage basis naturally develops the same
gelfish desire in the employee for the enjoyment of profits as actuate
the employer, hence there is estal:lished the ‘‘common interests”
reflecting 1tself in increased g;arsonnl interest for company success
. 8lf1d inﬁdoing all those things which have an influence upon the making

of profits.

4, The “conflict of interest’’ which centers in the wage question,
whereby the employee’s interest and concern is concentrated in the
one desire for “‘higher wages” is unquestionably tempered and modi-
fied by the introduction of profit sharing as a ‘‘differential” which
establishes fwo sources of income, causing the employee to look in two
directions for personal financial betterment.

5. There appears to be far greater effectiveness for satisfaction,
peace of mind, removal of fear of the future, and in the stimulation of
ambition by the system of accumulation of funds for the creation of an
estate for old-age security, than by the regular distribution of the cask
resulting from the sharing.

CrarLEs A. WiLcox
Statistician.
Freperick H. BrapsHAW,
Research and Analysts.

Wording of 8. Res. 218, authorizing and directing tbis survey.
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CHAPTER XIX

DIGEST AND SUMMARY OF DIVERSIFIED TYPES OF
PROFIT-SHARING PLANS

PROFIT PERCENTAGE PLANS

Under this classification the plans in general are based, some defi-
nitely and predetermined, others indefinite and optional, upon a
“percentage of profits.” In some instances the percentage is deter-
mined when the results of the season’s or the year’s profits have been
ascertained; in others fixed rates of interest or dividend on capital are
reserved and the remaining balance of surplus earnings divided
between stockholders and employees according to such agreement as .
may exist. In all cases this type of plan bears & direct relationship
to the annual earnings of the company.

Under this general type of plan, as in practically all types, thers
exist varying methods of payment and distribution of the shared per-
centage. In many instances the profit shared is distributed at stated -
intervals in cash; other plans provide for the share to be declared at
the end of a year and to be credited to the employee in a retirement
fund or trust, where it continues to accumulate under the impetus of
sound investment return. Some companies compute the annual share
and make payment in the form of stock of the company which may or
may not be delivered and which in some cases is nonnegotiable for a
gert(inn period and in others continues to accumulate in & permanent

und.

In succeeding pages four different outstanding types of profit-
percentage plans are preseated iu reasonable detail. Followiag these
are listed other companies having this general type of plan in operation.
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PROFIT SHARING~PROFIT-PERCENTAGE PLAN
JosLys ManNuracTorING & SurrLy Co., Caicago, ILv.

Manufacturer of pole-line equipment; 750 employees; net worth December 31
po 1937, $5,27,000 '

Type of plan.—Profit-percentage type wherein the employee's share is 10 per-
cent of net operating profit before any provision for dividends on stock or earnings
on invested capital. Plan in operation 20 years.

Eligibility—All ems)loyees are eligible after 3 years’ service when participation
in the profit-sharing plan is compulsory.

Conlributions.—The plan calls for joint contributions. Employees pay in from
2% to 5 percent of their earnings, but not in excess of $200 per year and the com-
pany contributes 10 percent of net operating profit but not in excess of four times
the contributions of employees.

Management of plan and fund.—The plan is managed by an advisory committee
of five members, of which the president of the company is & member and the
trustee. Three of the members are selected from among the officers of the com-

any by the board of directors. Two of the members are elected by the employees
rom among their ranks.

Investment of fund.—The profit-sharing fund is invested under the direction of
the trustee and the advisory committee. It is required that funds paid in by the
employees and accumulated interest must be invested in securities approved by
the State of Illinois for investment of trust funds. The funds paid in by the com-
pany and accumulated interest may be invested as approved by the trustee and
the advisory board.

Retirement and withdrawal.—Members of the fund reaching the age of 60 years
must retire, except under special conditions, at which time their entire credit in the
fund is paid in cash or may be paid in 11 annual installments.

Upon the death of any member before reaching retirement age, the entire
credit standing in his name is paid to his specified beneficiary or to his estate. -

If a member of the fund is discharged or leaves the employ of the company
before reaching the age of 60, he receives all that he contributed to the fund with
compound interest, plus one-haif of the company’s contributions with compound
interest. In such a case, the remainder of his credit goes back into the general fund
to increase the credits of the other members, no part of it ever going back to the
company. : -

D1ischarge of members.—No member of the fund can be discharged without a
hearing before the advisory committee—of whom four out of five must concur
in the dismissal. Two fellow workers are on this committee.

Life insurance.—There is a provision for life insurance during the first 7 years
of membership in progressively decreasing amounts, so as to insure at least $2,000
to the beneficiary, if death occurs during these early years of membership.

Loans against the fund.—While loans to members from the fund are discoureged,
the advisory board may in emergencies make such loans, but until repaid the
member ceases to share in company contributions, thus insuring as prompt repay-
ment as possible. All his contributions apply first to his indebtedness.

What the member gets.—The plan provides for the average workman at the end
of 20 years, based on actual experience, about $21,000 for every $100 a year paid
into the fund, and about $46,000 at the end of 30 years.

Opinion of management.—The plan has decidedly decreased turn-over, increased
efficiency, and increased the loyalty and appreciation of the employees. ‘“We
are convinced that we have made more per dollar of investment than we could
have made without the plan.”
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Szars, Roxsuck & Co., CHicago, ILr.
Mail order and retail merchansdising H 5862600 employees; net worth, gver
[ON

Type of plan.—Employees share based on a percent of net profits. Requires
a joint contribution by employees. The fund thus created is invested in the
common stock of the company to take care of the employee in his old age.
Plan in operation 22 years.

Method of calculation.—Employees contribute 5 percent of their earnings but
not more than $250 per year. The company contributes 5 percent of net profits
before any allowance for dividends or Federal income tax, as shown by the an-
nual audit of the books. The company’s contributions are distributed in propor-
tion to employee deposits and length of service. Depositors are divided into
three groups: Less than 5 years’ service, share prorated according to deposits of
previous year; 5 to 10 years’ service, share prorated according to twice deposits
of previous year; 10 or more years’ service, share prorated according to three
times the deposit of the previous year.

Form and period of payment.—The company payments are deposited in the
fund annually. The entire amount credited to a depositor may be withdrawn
after 10 years’ service (5 years in the case of & woman leaving to be married).
If a depositor has not completed 10 years’ service he may withdraw only the
amount he has deposited plus 5 percent interest, compounded semiannually.
However, if a depositor dies, or if after 3 years’ service his employment is ter-
minated neither of his own volition nor because of unsatisfactory work, he or his
beneficiary receives all money or securities credited to his account.

AumERICAN SasE & Door Co., Kansas Ciry, Mo.

Manufacturers and wholesalers of millwork; 350 employees; net worth, over
$700,000

Type of plan.—Profit-percentage plan wherein payments to employees are based
on a percentage of profits. Plan in operation 20 years. '

Method of calculation.—After 6 percent is earned on capital, profits are divided
among employees and capital in the proportion between total pay roll and capital,
All employees with 6 months’ service are eligible to participate.

Turn-over and appreciation.—Turn-over has been reduced 50 percent since the
installation of the plan. Many eraployees have shown their appreciation. Have
had no labor trouble in 48 years.

Hoskins ManvuracturiNg Co., DETROIT, MiICH.

Manufacturer of special alloys and castings, electric furnaces, and pyrometers;
200 employees; net worth December 31, 1937, over $1,700,000

Type of plan.—Employees’ share based on a percentage of manufacturing
rofits after deducting 6 percent on capital stock. Plan in operation 15 years.
he company also has a joint-contributory annuity plan.

Method of calculation.—AN employees at the close of each year share in 25 per-
cent of net manufacturing profits after deducting 6 percent on capital stock.
Such extra compensation is paid in cash about February 15 each year, or as soon
as the books are audited.

Effect of plan.—*Turn-over is now less than 8 percent compared with over 90
percent per year before the plan was installed. Scrap is now 204 percent of prior
years even though the required quality is bigher than before. It is very evident
that the great majority of employees recognize the advantage of careful work
and do not hesitate to complain of the careless work done by others.”

Appreciation.—‘‘Employees have individualli shown appreciation on several
occasions. Last February (1938) sit-down strikes were still common in Detroit
when we —aid extra compensation for the year 1937. Our factory employees
wanted to be original so they purchased a sterling silver cup and one noon hour
they marched up to our general office to see Mr. Liarsh, our president. Then
one of our oldest employees made a very appropriate presentation speech in
which he thanked the president for the extra compensation.”
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PROFIT-PERCENTAGE PLAN—FUNDS ACCUMULATED

Bowes “SEAL-FAsT’ CORPORATION, INDIANAPOLIS, IND.

Manufacturing and sale, automotive necessities; business started 1918; 70
employees

Profil-percentage plan for all employees. When profits are satisfactory, com-
pany contributes either in cash or preferred or common stock, which employee
mtg'osell at par upon discontinuing services.

7 nustsystem for all employees distributed either in cash or preferred stock at
percent.

Other plans and activities include noncontributory group insurance for all em-
ployees but executives.

atd vacalions of 1 week for all employees.

Bank oF AMERICA NATIONAL TRuUsT & SAvVINGS AssocIATION, SAN FRraNcisco,
Cavtr,

Banking; business started 1904; 8,082 employees

Profil-percentage plan for all employees. Company contributes from 5 to 734

rcent of salaries, the latter amount for the lower salaried employees, and invests
in capital stock which is held in trust for 5 years. Adopted 1938,

Joint contribulory annuily plan for all employees. Adopted 1937,

Other plans and aclivities include credit unions maintained by employees.

A1LAS LiFe INsuRANCE Co., TuLsa, OKLA.
Life insurance; business started 1918; 50 employees

Profit-percentage plan for all employees. After dividend of $1 per share on
common stock, company contributes 50 percent of excess to be distributed to
employees, which is cumulative for purposes of this plan. Adopted 1937.

BiatmMaN ELectric Co., CHIcAGO, ILL.

Manufacturers of vacuum cleaners and washing machines; business started 1909,
600 employees
Profit-percentage plan for all employees with 1 year’s service. Employee contrib-
utes from $24 per year up to 20 percent of salary and company contributes from
2 to 6 percent, depending upon amount of net profit and the entire amount is
held for accurulation. Adopted 1933.
Paid vacations of 1 week to all hourly wage employees.

Samuer Casor, INc., BosToN, Mass.

Manufacturing, coal-tar products, pain;,s, insulation; business started 1877; 230
employees

Profit-percentage plan for all employees except executives and salesmen. Com-

any contributes one-fifteenth of profits and distributes one-half in cash and one-

accumulated until employee leaves. ) .
Company discretionary pension plan for all employees, with 25 years’ service if

incapacitated. Adopted 1908.
Paid vacations to all employees.

ComMERCIAL MERCEANTS NATIONAL BANK & TrusT Co. OF PEORIA, PEORIA, ILL.

Banking service; business started 1885; 94 employees
Profit-percentage plan for all employees. Company contributes 5 percent of net

earnings to a retirement fund. ) o
Other plans and activities include noncontributory group life insurance.

Paid vacations to all employees.
Tue DE Lavay SeparaTor Co., NEw Yorg, N. Y.

Manufactures centrifugal separating machinery and number of allied products;
business started 1883; 1,025 employees

Profit-percentage plan for all employces. Employees permitted to save up to
10 percent of salaries, on which company will guarantee 5 percent on investment,
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otherwise same percent paid on savings as is earned on capital. One hundred and
seventy-one participate.

Other plans and aclivities include group life insurance.

Paid vacations of 1 week to all hourly wage employees.

DenNisoN ManuracTURING Co., FRAMINGHAM, MASS,

Manufacturing and marketing of tags and paper specialties; business started 1844;
2,700 employees

Profit-percentage plan for all employees with 5 years’ service. After allowing
for debenture, preferred dividends and some reserve, company contributes two-
thirds of balance to managerial employees and one-third to nonmanagerial em-
ployees in form of nontransferable stock only at termination of employment when
it may be exchanged for preferred stock.

GeNERAL ELEcTrIC Co., ScHENECTADY, N. Y.
Electrical manufacturing; business started 1878; 65,000 employees

Profit-percentage plan for all employees. After 8 percent on common stock,
company contributes 12} percent of excess earnings and distributes in cash or
stock or credits to accounts of employees in income-accumulation plan.

Company conlractual-joint contribulory annuily plan for all employees in service
prior to 1936, and receiving $3,000 after 1935. Adopted 1912.

Other plans and activities include 1-year-term group-life insurance, savings and
relief and loan plans, mutual-benefit associations, housing, educational, and cost-
of-living adjustment of earnings.

Paid vacations of from 1 to 2 weeks to all hourly wage employees on basis of
years of service.

Harpwicke-Errer Co., SHERMAN, TEX.

Manufacturing cotton-gin machinery; business started, 1900; 205 employees

Profit-percenlage plan for all employees. Company contributes 20 percent cf
net earnings before income taxes. From this a payment is made to the pension
fund and balance is distributed in cash on basis of earnings.

Harris Trust & Savings Bavk, Caicaco, ILL.
Banking; business started 1882; 708 employees

Profit-percentage plan for all employees. Company contributes 5 percent of
net earnings which is held with employees contribution for accumulation.
Paid vacations of 2 weeks to all employees.

ILe Erecrric VENTILATING Co., CHICAGO, ILL.

Manufacturers electric cooling, heating, and ventilating apparatus; business
started 1906; 277 employees

Profil-percentage plan for all employees, payable by company in form of stock-
purchase certificates. Adopted 1907. .

Stock purchase plan for all employees. At various times stock has been offered
to employees at very favorable prices and a large percentage of employees are
stockholders. Profit-sharing certificates can be used to purchase stock when
available.

Pension plan is in the control of the Ilg Co. Welfare Club, which determines
amount of pension on basis of length of service and salary.

Other plans and aclivities include noncontributory group life, accident, and

health insurance and hospitalization. . .
Paid vacations of from ! to 3 weeks on basis of length of service.

Iowa Fiser Box Co., KEoxuk, Iowa

Manufacturers of corrugated shipping containers and specialties; business started
1920; 72 employees
Profil-percentage plan for all employees. Company contributes 8 percent of

net profits for benefit of employees. One part connected with salary-savings
insurance is predetermined and another part is paid out during year according to
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‘peed and balance distributed at end of year. Company matches up to $1 per
week on salary savings. Employee owns his salary savings insurance outright
and retains company contributions should be leave the company.

Paid vacations on basis of years of service, .

Kansas City PusLic 8xrvick Co., Kansas Ciry, Mo.

Bireet railway, trolleybus, and motorbus operation; business started 1918; 1,835
employees

Profit-percentage plan for all ex:lfloyees except three corporate officers. Com-
.Klany contribu‘es 25 percent of net, earnings after operating expenses, taxes,

terest, and depreciation, on basis of salary, and distributes in participation
certificates exchangeable for securities of company. Adopted 1931.

Company discrelionary pension plan for all employees. Company expense.
Adopted 1917.

Other plans and activities include noncontributory life, accident, and health
insurance. Employees maintain their own building and loan association.

Paid vacations to all on basis of hourly rate and optional with employees.

A. R. Meexxr & Co.,, Newark, N. J.
Mimeographers; business started 1917; 33 employees

Profit-percentage plan for all employees. Company contributes 20 percent
froﬁts after 6 percent on capital stock and distributes to emnloyees on basis of
ength of service and salary.  Company contributes an additional 20 percent to
eredit of employee’s purchese of nondividend stock, convertible into cash only
upon leeving company.

-

Nonn-Busa Saor Co., MiLwaukee, Wis,

Manufacturing and retailing and wholesaling of men’s shoes; business started
1912; 1,388 employees

Profit-percentage é;lan for all employees earning less than $4,000 per ycar. Share
to fund determined annually by board of directors and held for accumulation.
Invested in securities and used as a retirement fund.
Annual wage plan guarantees 48 weekly wage checks annually. Weekly wage
dependent on sales volume.
atd vacations to all hourly wage employees.

Paciric IroN & SteeL Co., Los ANgeLes, CaLly.

Fabrication of structural steel and steel plates; business started 1919; 110
. employees

Joint conlribulory profit-percentage plan for all employees with 3 years’ service.
Employees must save from 2% to 5 percent of salar]g (Znaximum $200) per year.
Company contributes 10 percent of net income. Employees’ funds invedted in
“legals” and held for accumulation with provision for loans until retirement,
when payment is made in lump or in installments.

PeERLESS MACHINERY Co., JorLIN, Mo.
Manufacture rock drill parts; business started 1912; 77 employees

Profit-percentage plan for all employecs except salesmen and executives, Com-
pany contributes 33% percent of the net profits for the month to be equally
divided among employees which at present includes 66 employees. Optional
with employees to hold for accumulation. Adopted 1938.

Bonus system for all employees including executives, distributed on percentage
basis of salaries or wages. Adopted 1937.

Jor Sumite & Co., CounciL BLurrs, Towa

Dealers in retail clothing, furnishings, and shoes—Men and .women; business.
started 1905; 25 employees

Profil-percentage plan for all emgloyees except executives. Company contrib-
utes, after 6 percent on net worth, 40 percent of balance of net profit toward
profit-sharing fund. Adopted 1937,
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) ?s‘h" plans and activities include a small sum given to employees as Christmas
Paid vacations of 1 week to all employees.
Suirn Lumser Co., SAN Francisco, Cavr.

Wholesale and retail lumber; business started 1912; 125 employees

Profit-percentage plan to all employeces and executives. Company contributes
20 percent of net profits distributed according to years of service and merit,
accumulated, company pays 6-percent interest on savings. Adopted 1934.

Paid vacations of 1 week to all hourly wage employees on basis of years of
tervice. -

Tae SNow & PETRELLI MaNuracTuring Co., New Haven, Conn.

Manufacture marine gears, business started 1906

Profit-pcrcentage plan for all with 4 years’ service. Company distributes 30
percent of net profits, after 7 percent on capital, in common stock at par value
in proportion to annual salary or wages. This must be cashed in at par value
within 3 months after retirement. Adopted 1923.

UniTeED StATES RUBBER CoO., NEW YORK, N. Y.

Manufacture and sale of rubber tires, footwear and clothing, mechanicals, sundries,
chemicals; business started 1892; 28,536 employees

Profit-percentage plan to which both company and employees contribute, em-
ployees receiving not to exceed 5 percent of net profits on their retirement and
savings plan plus service shares after 15 years’ service. Adopted 1938.

Company discretionary pension p.an for all employees on basis of annual salary
and years of service. Company expense. Adopted 1917.

Bonus system executives, key men and selected employees distributed on basis
of merit in either stock or cash.

Paid vacations of from 1 to 2 weeks to all hourly wage employees on basis of
years of service.

VaNabiuM-ALLoys StEEL Co., LATROBE, Pa.
Manufacturing, tool steel and allied products; business started 1856; 743 employees

Profit-percentage plan for all employees with 6 months’ service. After reserving
7 percent for stockholders on working capital, the emploi'ees receive 25 percent
of the profit on manufacturing and selling operations. It is optional with em-
ltogev.a‘st whether to accept cash or certificates of investment which bear 7 percent
rest.
Other plans and activilies include group life insurance with permanent disability
and death benefits; hospitalization and medical care.

Tae VisxiNa CoRPORATION, CHicAco, ILL.

Chemical, manufacture of cellulose and fibrous sausage casings; business started
1926; 663 employees

Profit-perceniage plan for all employees. Company contributes a percentage of
net earnings, 10 percent ~f which is paid in cash and remainder held in trust to be
withdrawn for sickness. death, acute need, unemployment, pension, etc., and
distributed on basis of salary class and length of service. Funds held may be
invested in securities eligible for Illinois Trusts.

Paid vacations of 1 week or less to all employees.

136788—80——123
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PROFIT PERCENTAGE PLAN—FUNDS DISTRIBUTED
Tae AMERICAN BRAKE SHOE & Founpry Co., New York, N. Y.
Manufacturing iron castings; business started 1902; 5,775 employees

Profit-percentage plan for all employees. After $1.50 per share on common
stock, company contributes 8 percent of net income for wage adjustments.

Company discretionary pension plan for all emplcyees on basis of individual
merit. Company expense. One hundred and thirty-seven participate.

Bonus system for key men and sometimes all hourly empluyees.

Other plans and aclivities include group insurance, welfare, and sick benefit.

Paid vacations, with some exceptions, to all hourly wage employees.

BoweRr RoLLEr BEARING Co., DETROIT, MICH.
Manufacturing, roller bearings; business started 1907; 1,100 employees

Profit~percentage plan for all employees except president and chairman. CI the
net profit, the portion exceeding 12} percent of sales is divided with the employees,
the first $50,000 of excess is guaranteed to employees and balance is divided evenly
between the company and employees. Adopted 1936.

Other plans and activities include welfare and recreaticn. Company maintains
credit union.

Procror & ScEWARTZ, INC., PHILADELPHIA, Pa.

Manufacturing dryers, textile machinery, and small household electric appliances;
business started 1812; 750 employees

Profit-percentage plan for all employces. Company contributes, after 6 percent
on common stock, profits split 50-50 hetween employees and stock and holds in
unemployment fund to augment unemployment insurance.

Company discrelionary pension plan for old or incapacitated employees.

Bonus system to shop and office workers.

Other plans and aclivities include group-life, health, and accident insurance.

Pasd vacations of from 1 to 2 weeks on basis of length of service and profitable
years.

MinNEsora MiNING & ManvuracruriNg Co., St. Pavr, MINN.

Coated abrasives, adhesive tapes, roofing granules, rubber cements, and specialties;
business started 1902; 1,700 employees

Profit-percentage plan for all employees except those receiving other extra com-
pensation. Company contributes 10 percent of net quarterly income less taxes
and a reserve for net worth and distributes on basis of ratio of profit-sharing fund

to average quarterly pay roll. Adopted 1936.
Company contractual-joint contribulory annuity plan for all employees distributed

on basis of length of service and annual salary. Adopted 1930.
Paid vacations of from 1 to 2 weeks for all employees an basis of posi{ion and

length of service.
KeysToNE STEEL & WIRE Co., PEORIA, ILL.
Manufacturer, steel and wire products; business started 1889; 1,465 employees

Profit-percentage plan for all factory and office employees except keymen:
Company contributes 4 percent of all net profits up to $1,000,000, graduating

thereafter. Adopted 1936. o ) )
Bonus system for executives and keymen distributed on basis of merit. Adopted

1937.
Paid vacations of from 1 to 10 days for all hourly wage employees on basis of

length of service.
Janx & Ounier Encraving Co., CHIcAGO, ILL.

Makers of fine printing plates, art work, photographs, halftones, zincs and color
plates; business started 1902; 230 employees.

Profit-percentage plan for all employces except sales force and errand boys.
Company guarantees 52 30-40 hour weeks for 2 years with overtime 1)3 over 40
hours, double Sundays and holidays and in addition 5 percent of salary up to
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$3,000, from first profits, then one-third of net profits after $3.50 dividend, plus
$5,000 to surplus.
Pensions to old or incapacitated employees (not a plan).
Other plans and activities include noncontributory group life insurance to all
employees.
ai?i, vacalions of 1 week to all employees with 3 years’ service.

DerenpEr Proto SuprLy Co., INc., RocHESTER, N. Y.
Manufacturers of photographic papers, etc.; business started 1914; 400 employees

Profil-percentage plan for all employces and keymen distributed on basis of
1atio of profits to earnings of employees. Company expense.

Bonus system to executives and salesmen distributed on basis of profits of com-
pany and merit of employee.

Other plans and activities include group life, health, and accident insurance,

Paid vacations of from 1 to 2 weeks on basis of length of service.

EaToN PapER CORPORATION, PITTSFIELD, MAss.

Manufacturing, stationery and writing-desk accessories; business started 1893;
540 employees

Profil-percentage plan for sll employees except executives, with at least 5 years’
continuous service. The company, as of the close of the fiscal year 1937 and of
each of the next 4 ensuing fiscal years, will set aside for distribution 50 percent of
the net profits as are available for common dividends, after all charges on bonds
and preferred stock. Adopted 1937. ’

Paid vacations to all employees in profitable years.

HiBRARD SPENCER BARTLETT & Co., CHICAGO, ILL.
Wholesale hardware; business started 1855; 730 employees

Profit-percentage plan for all employees except salesmen. Company contributes
50 percent of net profits, after not less than & nor more than 8 percent on capital
invested, to be distributed on basis of salaries received.

Joint contribulory annuity plan for all employees except executives and keymen.
Adopted 1937.

Other plans and activities include an employees’ saving and loan association.

Paid vacations of from 1 to 2 weeks on basis of position and length of service.

Tre Dow Caemicar Co., MipLaND, MicH.
Manufacturer of chemicals; business started 1897; 3,800 employees

Profit-percentage plan for all employees. Company, each month after deducting
five-sixths of 1 percent on total capital, contributes 20 percent of remainder on
basis of position, years of service, and merit. Adopted 1913.

Company conlractual pension plan for all old or incapacitated employees. Com-
pany expense. Adopted 1937. .

Other plans and activities include joint contributory group life, accident, and
health insurance for all employees. Employees maintain own credit union.

Paid vacations of from 3 to 12 days for all employees on basis of length of service.

* HENRY DissToN & Sons, INC., PHILADELPHIA, Pa.
Manufacturing saws, tools, files, steel, ete.; business started 1840; 3,000 employees

Profit-percentage plan for all except salesmen on salary and commission. Come
pany contributes, when average income for 3 consecutive months exceeds a base
of 414 percent on capital stock, by ircreasing the salaries for next succeeding month
over employees base pay 1 percent for each determined ‘““unit.”

Company discrelionary pension plan for all employees. Company expense.
Adopted 1888.

Other plans and activities include group life, accident, and health insurance
which provides medical assistance through well equipped dispensary and main-
tenance of room in city hospital for hospitalization purposes.

Patid vacalsons to all employees of 2 days in 1937 and 1938.
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Arro MLy & Lumser Co., TEXARKANA, TEX.

Millwork manufacture and lumber yard and planing mill; business started 1911,
27 employees

Profit-percentage plan for all employees. Company contributes 10 percent of
earnings and distributes annually on basis of earnings during the year. Adopted

1922.
Other plans and aclivities include a credit union maintained by company.

ANDERSEN CORPORATION, Bayrort, MINN.

Manufacturing window and door frames and window units; business started
1904; 320 employees

_ Profit-percentage plan for all employees. Company contributes, after 6 percent
on capital, remaining profits in same proportion as the investment compares to
the total annual pay roll, between stockholders and employees. Adopted 1914,
Other plans and activilies include noncontributory group life insurance and joint
contributory accident and health benefits.
Paid vacalions to all at inventory time when plant is closed, in amount of 5
percent of annual salary.

Tae AnpersoN NewcouB Co., HuntiNgTON, W, Va.
Department store; business started 1895; 150 employees

Profit-percentage plan for all employees. Company contributes 50 percent of
net earnings above 3.5 percent on sales distributed according to y rates

Adopted 1936.
Join! conlributory annuily plan for all employees. Adopted 1934. 55 employees

particgmte.
Paid vacations of 2 weeks or less on basis of length of service.

AusTiN Bros., DaLuas, TEx.
Structural steel, reinforcing steel; business started 1892; 80 employees

Profit-percentage plan to all employees. Company contributes, after 7 percent
to stockholders, about one-third to employees.

Other plans and activities joint contributory life, accident and health insurance.

Paid vacations of from 3 days to 1 week on basis of position.

Baker ManuracturRING Co., EvansviLLE, WIS,
Manufacture and sale of farm pumping equipment; 130 employees

Profit-percentage plan for all employees except executives. Adopted 1900.
Amended 1920.

HEeNRY S. Beaca (BeacH's Grer Saor), EL Paso, Tnx.'
Wholesale and retail imported art merchandise; business started 1900; 8 employees

Profit-percentage plan for all employees. Company contributes 25 percent of
pet profits on basis of length of service and loyalty.

Beacon News Co., Inc., Beacon, N. Y.
Newspaper publishing; business started 1927; 15 employees

Profit-percentage plan for all employees. Company contributes approximately
10 percent of profits on basis of earnings and length of service.

James A. Berr Co., ELkHART, IND.
Printing, binding, office supplies

Profit-percentage plan for all employees. Company distributes all profits in
excess of 10 percent net on gross sales applied to purchase of stock. Adopted 1910.
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Brroen Marxer Co., Jerszy Crry, N. J.
Retail meat stores; 170 employees
Profit-percentage plan for all employees except executives. Adopted 1937.

BrinLY-HaRDY Co., LovuisviLie, K.

Manufacturer and jobber of agricultural implements; business started 1839; 35
employees

Profit-percentage plan for all employees. After payment of 6-percent dividend
on capital invested, company contributes approximately 50 percent of balance to
employees. Adopted 1936.

H. H. Bugaie & Co., TorEDpO, ORIO

Manufacture rubber printing plates for corrugated boxes; business started 1932;
32 employecs

Profit-percentage plan for all employees with 6 months’ servicee. Company
contributes 10 to 15 perceut of net earnings.

Other plans and activities include hospitalization and death benefits.

Paid vacations of from 1 day to 2 weeks to all hourly wage employees on basis
of years of service.

BurToN MANUFACTURING Co., JASPER, ALA.
Manufacture leather specialties, golf bags, horse collars; 50 employces

Profit-percentage plan for all employees. Company computes net profit over
$6,000 annually and distributes on a 50-50 basis between employees and company
in proportion to salary or wages earned. Adopted 1938.

CorLumBiA MantEL Co., LouisviLLe, Kr.

Manufacturing, wood mantels and wood furniture; business started 1905; 45
employees

Profit-percentage plan for all employees. After 6 percent on invested capital is
earned for stockholders, the company distributes 50 percent of the remainder to all
employees on basis of percentage to their individual wages during year.

ConTiNeNTAL O1L Co., Ponca City, OKLA.
All phases of oil industry; 5,100 employees

Profit-percentage plan for all employees. Adopted 1936.

Company discretionary pension plan. Sixty-eight participate. Adopted 1929.

Bonus system; 1,500 participate.

Other plans and activities inciude joint contributory life insurance; health and
nonoccupational accident benefit, company expense; permanent and total dis-
ability benefit; step plan; and medical and hospital service.

Paid vacations of from 1 day to 2 weeks on basis of classification and lergth of
service.

Tae CusaMaN Moror WoRks, LINCOLN, NEBR.

Manufacture, engines, lawn mowers, ete.; business started 1902; 135 employees

Profit-percentage plan for all employees. Company contributes 30 percent of
net profit divided among everyone on pay roll.

Tue Durry SiLk Co., Burraro, N. Y.
Silk throwsters, 830 employees
Profit-percentage plan for all employees. Adopted 1937.
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ELMiRA STAR-GAzETTE, INC., ELMIRA, N. Y.
Newspaper publishers; business started 1919; 194 employees

Profit-percentage plan for all employees. Company contributes 10 percent of
profits and distributes on basis of earnings up to and including the last 5 years.

Enpicorr JounsoN CorroratioN, Enbicorr, N. Y.
Manufacture and sale of leather and shoes; business started 1892; 21,000 employees

Profit-percentage plan for all employees with 2 years’ service. Company con-
tributes 50 percent of net income after $5 per share on common stock. Adopted
1919.

Other plans and activities include hospitalization; medical and dental care; relief
payments, recreation; care of aged workers and widows; housing and sanitation.

ExceL Curtamv Co., INc.,, ELKHART, IND.

Manufacturers of automobile and railroad parts, sash, curtains and miscellaneous
rolled shapes and stampings; business started 1935; 191 employees

Profit-percentage plan, for all employees except executives. After 28 percent
of net profit for reserves, and 7 percent for invested capital, profits are split 50-50
between employees and stockholders. Adopted 1938.

Other plans and activities include mutual relief association, recreational and
athletic activities.

Paid vacations of from 1 to 19 days to all hourly wage employees.

FairBaNks, Morse & Co., Caicaqo, ILL.

Manufacturing; machinery and allied products; business started 1858; 8,000
employees

Profit-percentage plan for all employees except those under commission con-
tracts. Company contributes a percentage, graduated on basis of earnings,
after 7 percent on capital. Adopted 1937.

Company discrelionary and joint coniributory annuity plans for all salaried
employees; 139 participate. Adopted 1931.

Paid vacations of 1 week for all hourly wage employees.

Ganxerr Co., Inc,, RocHESTER, N. Y.
Newspaper publishing; business started 1923; 2,323 employees

Profit-percentage plan for all employees. Company contributes approximately
10 percent of net and distributes on basis of earnings and length of service.

Tue Gares RusBer Co., DeNVER, Covo.
Manufacturers of rubber products; business started 1912; 1,800 employees

Profit-percentage plan for all employees, except those receiving direct bonus or
commission on sales, with 2 vears’ service. Adopted 1936.

Other plans and aclivities include a company-maintained credit union.

Paid vacations of 1 week plus nercentage of previous 12 months’ earnings.

GeNERAL C1Gar Co., Inc,, NEw York, N. Y.
Cigar manufacturer; business started 1908; 7,207 employees

Profit-percentage plan for all employees and executives. Company contributes
3 percent of net profits after deducting $3 per share on common stock.

HauserMiLt Paper Co., ERrig, Pa.
Manufacturing pulp and paper; business started 1898; 1,510 employees

Profit-percentage plan for all except unskilled employees.
Company discretionary pension plan for all employees on basis of individual
merit. Adopted 1921.
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Other plans and policies include dismissal wage to employees dismissed perma-
nently through no fault of their own, distributed on basis of age plus length of

service.
Patd vacations of from 3 days to 2 weeks on basis of length of service.

THE Harrrorp Times, Inc., HArTFORD, CONN.
Newspaper publishing; business started 1928; 319 employees

Profit-percentage plan for all emfll)loyees with 1 year service. Company contributes
approximately 10 percent of profits and distributes on basis of past earnings.

Tom Houston PEANUT Co., CoLumBus, OHIO

Manufacturers of salted peanuts, peanut candics, sandwiches, and peanut butter;
business started 1926; 550 employees

Profit-percentage plan for all office and factory employees. All persons on pay
roll for 26 weeks prior to end of company’s fiscal year are entitled to participate in
the pro rate share of the profits allocated for this purpose, the pro rata share being
based on the employee’s income for the entire fiscal year.

InNis, SeeipEN & Co., NEw York, N. Y.

Manufacturers and wholesalers of chemicals; business started 1906;
285 employces

Profit-percentage plan for all employees with 3 months’ service. Company
contributes, after 7 percent on invested capital, remainder of net profits which is
equallyl'l distributed between business and employees, on basis of percentage of
pay roll.

Other plans and activities include joint contributory group life insurance.

ITHACA JOURNAL-NEWS, INC., ITHACA, N. Y.
Newspaper publishers; business started 1929; 58 employees

Profit-percentage plan for all employees with 1 year of service. Company con-
tributes 10 percent of profits and distributes on basis of past earnings.

Joanna Corron MiLLs, GoipviLLE, S. C.
Manufacturing window shade cloths; business started 1924; 865 employees

Profit-percentage plan for all employees. Company distributes an amount equal
to 50 percent of the earnings in excess of 6 percent on the investment, provisional
only to the extent of setting aside a reserve out of profits due to abnormal condi-
tions to be carried forward into the next year to offset losses due to reversal of
conditions. Adopted 1937.

Paid vacations of 1 average weekly wage during period plant is closed for that
period in summer.

LA PorTE-DANIELS WooLEN MiLLs, INc.,, La Porte, IND.

Manufacturing textiles; business started 1935; 445 employees

Profit-percentage plan for all employees. Company contributes 10 percent of
net profits. Adopted 1935.

THE MasvLaND DuRALEATHER Co., PHILADELPHIA, Pa.

Manufacture, artificial leather; business started 1914; 101 employees

Profit-percentage plan for all employees. Company contributes percentage of
year's profits and distributes on basis of wages or salaries.

Other plane and aclivities include noncontributory life insurance.

Paid vacations of from 1 day to 1 week to all hourly wage employees on basis
of years of service.
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Jas, H. Marreews & Co., PirrsBurGH, Pa.

Manufacture, marking devices in steel, brass, rubber, bronze; business started
1850; 170 employees

Profit-percentage plan for all employees. Company contributes 25 percent of
net profits after 6 percent on capital. Adopted 1936.

Paid vacation of from 1 day to 2 weeks to all hourly wage employees on basis
of length of service.

W. N. Marraews CorroraTioN, Sr. Louis, Mo.

Manufacture of electrical equipment for light and power lines; business started
1899; 55 employees

Profit-percentage plan for all employees in service of company 1 year or more.
Company contributes one-third of net profits to all employees on a pro rata
basis. Adopted 1938.

Other plans and activities include group life insurance and sick leave. Em-
ployees maintain own credit union.

McCray REFrIGERATOR Co., KENDALLVILLE, IND.

Manufacturers of commercial refrigerators, cases and cooling rooms; business
started 1890; 415 employees

Profit-percentage plan for all employees. Company contributes to employees
on basis of annus: wage and participation grouping and upon the amount of
profit earned by the company over and above a stated dividend require ment.

Joint contributory annuity plan for all employees. Adopted 1938.

MiLwaUkeE Founbry EquipMeNT Co., MILWAUKEE, Wis.
Manufacturing foundry equipment; business started 1924; 25 employees

Profit-percentage plan for all employees with 1 year continuous service on basis
of salary and merit.
Paid vacalions of from 1 to 2 weeks for all employees.

MurpaY VaRNISH Co., NEWARK, N. J.

Manufacturers of paints, varnishes, lacquers, enamels; business started 1865;
291 employees

Profit-perceniage plan for all employees. After 6 percent on preferred and 10
percent on common stock and 50 percent of balance to stockholders, company
contributes balance—33 percent to employees and 17 percent to executives and
key men—on basis of salary and years of service. Inactive for past 10 years,

Company discretionary pension plan for all employees with 20 years’ service
and reaching retirement age of 60. Company expense. Adopted 1908.

Paid vacations of 1 week to all hourly wage employees.

NeEwsurcH NEws PrRINTING & PusLisaiNg Co., NEwBURaH, N. Y.
Newspaper publishers; business started 1896; 87 employees

Profit-percentage plan for all employees with 1-year service. Company con-
tributes 10 percent of profits and distributes on basis of past earnings.

NorTHWESTERN PuBLisHING Co., DANVILLE, ILL.
Newspaper publishers; business started 1934; 98 employees

Profil-percentage plan for all employees with 1-year service. Company con-
tributes 10 percent of profits and distributes on basis of past earnings.
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A. J. Nystrom & Co., CHicAGoO, ILL.
School map publishers; business started 1904; 80 employees

Profit-percentage lfplan for all employees with 6 months’ service. Company
ocontributes one-half of profits after reasonable return on invested capital.

Other plans and activities include credit union maintained by company; group
insurance and recreations,

Paid vacations of from 1 to 3 weeks to all employees on basis of length of service.

O’'NEL Duro Co., MILwAUKEE, Wis.
Manufacturing, paint, enamel, lacquer; business started 1925; 47 employees

Profit-percentage plan for all employees except president. Company contributes
10 percemt of net profits and distributes on basis of length of service.

Owosso MeraL INpustriEs, INc., Owosso, Micn.
Manufacturing small electrical motors; business started 1938; 550 employees

Profit-percentage plan for all employees. Of amount available for dividends,
employees first receive a Lonus of 20 percent of their guaranteed rate. Profits
over this sum split 50-50 until employees received a maximum of 30 percent of
rate. Adopted 1938.

PerRrLEsSS CEMENT CoRPORATION, DETROIT, MICH.
Manufacture and sale of Portland cement; business started 1897; 180 employees

Projit-percentage plan for all employees with 1 year's service. Company con-
tributes percent of profits determined by formula and mndified by amount of bonds
outstanding, and distributes on basis of classification.

Other plans and activities include group life insurance.

Paid vacations of 1 day for each year of service.

PirtsBURGE MERCANTILE Co., PITTSBURGH, Pa.
Department stores; business started 1903; 600 employees
mngoﬁt-parcmtagc plan for all employees, distributed on basis of merit. Adopted

Other plans and activities include group life insurance.
Paid vacations of from 1 to 2 wecks to all employees on basis of length of service.

PLAINFIELD CoURIER-NBws Co., PLAINFIELD, N. J.
Newspaper publishers; business started 1927; 92 employees

Profil-percentage plan for all employees with 1 year’s service. Company cone-
tributes 10 percent of profits and distributes on basis of past earrings.

Trae PusBric BaANx or MaRryLaND, BavTiMorg, Mb.
Banking, 33 employees

Profit-percentage plan for all employees. Adopted 1923. Amended 1930.
Other plans and activilies include joint contributory group life insurance.

Tre Quager Oars Co., CHICAGO, ILL.
Manufacturing, cereal products; business started 1854; 4,522 employees

Profit-percentage plan for all employees. Company contributes a percentage of
earnings after making provision for preferred dividends and distributes in varying
amounts as applicable to three groups. Adopted 1936.

Joint contributory annuity plan for ell employees on basis of salary and length
of service. Adopted 1938.

Bonus system for all employees distributed on basis of years of service.

Paid vacations of from 1 to 2 weeks on basis of length of service.
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Rueiuers ELecrric AppL1aNCE Co., WesT New York, N. J.
Manufacture, electric appliances; 19 employees

Profit-percentage plan for all employees. Company distributes about one-
third of net profits monthly on basis of wages earned during month, which varies
from 5 to 15 percent of wages.

ReMINGTON Ranp, INc., Burraro, N. Y.

Manufacturing and selling, office equipment, supplies, and electric shavers; busi-
ness started 1873; 17,000 employees

Profit-percentage plan for all factory employees. Company contributes a per-
centage of profits and distributes on basis of wages. }
Other plans and aclivities include joint coutributory group insurance with health
and accident benefits.
hl"aid vacalions of 1 week to all hourly-wage employees in 1938. No established
policy.
TaE SARATOGIAN, INC., SARATOGA SpriNgs, N. Y,

Newspaper publishers; business started 1934; §9 employees

Profit-percentage plan for all employees with 1 year service. Company con-
tributes 10 percent of profits and distributes on basis of past carnings.

SivpLEx WIRE & CaBLE Co., CAMBRIDGE, Mass.

Manufacturers of insulated wires and cables; business started 1885; 800 employees

Profit-percentage plan for all employees except executives, with 1 year service.
Company contributes a predetermined percentage of profits, which percentage has
been increased several times but never decreased. Adopted 1901.

Other plans and activities include sickness and death benefits.

Paid vacalions of 1 week to all hourly-wage employees on basis of length of
service.

SeeciaLry InsuraTioN Manuracruring Co., Inc., Hoosick Fairs, N. Y.

Molded plastic parts; business started 1913; 165 employees

Profit-percentage plan for all employees. Company contrib .ces 50 percent of
known profits for the month and distributes on equal basis to all employees.

Sprouse-RErrz Co., INc., PorTLAND, ORE.

Wholesale and retail limited-price variety-store merchandise; business started 1908

Profit-percentage plan for all warehouse and office employees who have been
with the company 2 years or more. Company assigns a certain number of *‘units,”
on basis of length of service and importance of position. Each unit receives the
same share of the profits of the company as one share of the common stock of the
company.

Other plans and activities include noncontributory life insurance increasing in
amount with length of service, and medical and hospital service.

Paid vacations of 1 week to all hourly wage employees on basis of length of
service.

U-Driv-IT Auto RENTAL Co., INC., CAMBRIDGE, Mass.

Commercial truck leasing

Profit-percentage plan for all employces. Company contributes 10 percent of
ret profit before dividends on common stock and distributes on basis of annual
salary in form of preferred stock.

Urica OBservER-Dispatch, INc., Utica, N. Y.
Newspaper publishers; business started 1929; 303 employees

Profit-percentage plan for all employees with 1 year service. Company con-
tributes 10 percent of profits and distributes on basis of past earnings.
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VaN Raavre Co., INc.,, NEw York, N. Y.

Textile manufacturing; women’s silk stockings, fabric gloves, underwear; business
started 1880; 3,000 employees

Profit-percentage plan for all employees. Company contributes 20 percent of net
profit, after deducting $200,000. Adopted 1933.
Paid vacations of from % to 1 week to all hourly wage employees.

WATERVLIET PAPER Co., WATERVLIET, MICH.

Coated and uncoated book paper manufacturer; business started 1910; 410
employees

Profit-percentage plan for all employees. When earnings exceed 9 percent on
capital the company contributes 50 percent of the remaining profits to the
employees. Adopted 1935.

atd vacation of 1 week on basis of length of service.

J. WEINGARTEN, INc., HousToN, TEX.
Retail super-food markets; business started 1914; 515 employees

Profit-percentage plan for all employees. Company contributes 25 percent net
profits after income tax and preferred stock dividends and distributes on basis
of department profits, Adopted 1936.

Other plans and activities includes group insurance and mutual aid association.
Employe. s maintain and henefit by the latter.

Paid vacations of from 1 to 2 weeks on hasis of length of service.

WhiTING CoRPORATION, HARVEY, ILL.

Manufacturer, heavy industrial equipment and domestic stokers; business started
1884; 725 employees

Profit-percentage plan for all employees. Company contributes 50 percent of
net profits over a required base as a fund for wage adjustment.
Paid vacations of 1 week for all hourly wage employees, on basis of years of

gervice.
Wico ELecrric Co., WEST SPRINGFIELD, Mass.

Magneto manufacturers; 213 employees
Profit-percentage plan for all employees. Adopted 1937.

WiLMiNgToN Trust Co., WiLmIiNGTON, DEL.
Banking and fiduciary; business started 1903; 170 employees

Profit-percentage plan for all employees with 2 years’ service. Company con-
tributes 15 percent of net profits after 4 percent on capital and surplus and dis-
tributes on basis of salary and merit.

Pensions for old or incapacitated employees on basis of need.

Other plans and aclivities include group life insurance and hospitalization.

Paid vacations to all employees.

Tae WoosTeEr Brusu Co., WoosTER, OHIO
Manufacturers, paint and varnish brushes; business started 1851; 121 employees

Profit-percentage plan for all employees except salesmen. Company distributes
30 percent of net profits, before Federal income taxes, on hasis of years of service,
salary, position.

Bonus system for all employees except salesmen on basis of company earnings.

Other plans and activities include death, sick, and disability benefits covered by
group insurance.

Paid vacation> to all employees on basis of position and length of service.
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OTHER COMPANIES HAVING PROFIT-PERCENTAGE PLANS

Air Reduction Co., Inec.

Allis-Chalmers Manufacturing Co.

American Hard Rubber Co.

American Rolling Mill Co.

Barnard Stationery, George D.

Beacon Milling Co., The

Behr-Manning Co.

Blaw-Knox Co.

Celotex Corporation

Chase Bag Co.

Cleveland-Cliffs Iron Co., The

Cochrane Corporation

Colgate-Palmolive-Peet Co.

Columbia Conserve Co., The

Commercial Investment Trust Corpora-
tion and consolidated subsidiaries

Detroit Steel Products Co.

Deuscher Co., The H. P.

Dibrell Bros., Inc.

Emporium éapwell Corporation and
subsidiary, Emporium Capwell Co.

Esterline-Angus Co., The

Food Machinery Corporation

General Box Co.

General Foods Corporation

Goodyear Tire & Rubber Co., The

Grand Union Co., The

Grant Co., W. T.

Guaranty Trust Co. of New York

Holly Sugar Corgoration

Houghton & Co., E. F

Hoyer Engineering Co.

Interlake Iron Corporation

Jewel Tea Co., Ine.

Johns-Manville Corporation

Kresge Co., 8. 8.

Lawrence & Co., James

Life Savers Corporation and subsidia-

ries
Liggett & Myers Tobacco Co.
Lynchburg Foundry Co.

ayer & Co., Oscar

MecCrory Stores Corporation

McKeesport Tin Plate Corporation

Mghle rinting Press & Manufacturing
o

Morgan Construction Co.

Morris & Co., Ltd., Inec., Philip

Murray Corporation of America

Nash Finch Co.

Nashua Gummed & Coated Paper Co,

National Bank of Detroit

Na.tgional Distillers Products Corpora-

ion

Overmeyer Mould Co.

Owens-Illinois Glass Co.

Package Machinery Co.

Penick & Ford Ltd., Inc.

Penney Co., J. C.

Peoples Drug Stores, Ine.

Permutit Co., The

Republic Supply Co. of California, The

Schroder Banking Corporation, J. ﬁenry

Seng Co., The

Shepard Niles Crane & Hoist Corpora-
tion

Southland Ice Co.

Southwest Box Co.

Sperry Corporation, The

Spiegel, Inc.

Squibb & Sons, E. R.

Standard Sanitary Manufacturing Co.

Sturtevant Co., B. F. .

Symington-Gould Corporation (and sub-
sidiaries)

Thompson Co., John R.

Tool Steel Gear & Pinion Co., The

United Engineering & Foundry Co.

U. 8. Gypsum Co.

U. 8. Industrial Alcohol Co.

Vanadium Corporation of America

Wanamaker, Philadelphia, John

Waverly Press, Inc.

Woolworth Co., F. W.



WAGE-DIVIDEND PLAN

Wage-dividend plans include that type of plan where the amount to
be shared with employees is directly related to the amount of dividends
paid or declared on some class of stock. A wage-dividend plan is
directly related to profits and places the employee on a similar basis
of relationship to the company as the stockholder.

Generally, under these plans the employee enjoys no benefit unless
dividends are paid or declared on the stock of the company regardless
of how much profit may have been earned that year. On the other
hand, in a year when the company may operate at a loss, the employee
participates in his dividend if the dividend is paid or declared on the
stock of the company out of surplus accumulated from previous years’
earnings.

The purpose of this type of plan is to enable the employee to par--
ticipate in the earnings of the business after a reasonable return has
been paid to the stockholders on their investment. A wage dividend
is an extra return to the employees in the form of a dividend on their
wages, just as the return to stockholders is a dividend on their invest-
ment. It is a recognition of the contribution which loyal workers
make to the success of the company. In addition to creating a per-
sonal interest on the part of the employee in the profitable operation
of his company, it has the additional purpose of creating continuity of
servica and the stimulation of cooperation.

Imiediately following are descriptions of two outstanding wage-
dividend plans operated by prominent American companies and which
have been in effect for a long period of time. Following these descrip-
tions is a list of other companies operating wage-dividend plans 1n
behalf of their employees.
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EastMaN Kopak Co., RocuesTER, N, Y.

Manufacturer of cameras and photographic supplies; 24,000 employees; net
worth December 31, 1937, $145,179,000

Type of plan.—Wage-dividend plan wherein the payments to the workers are
directly related to the amount of dividends per share paid on the common stock.
(Also has stabilized employment, annuities, vacations with pay, sick allowance,
medical service.)

Method of caleulation.—For each dollar declared on the common stock of the
company the preceding year, over and above $3.50 per share, the wage-dividend
rate is one-half of 1 percent of the salaries or wages received by the worker for
the last 5 years. For examf{)le: In 1937 the company declared dividends of $8
per share on common stock. That was $4.50 above the minimum. Conse-
quently, the wage-dividend rate was 2!{ percent, to be applied to the workers
earnings for the previous 5 years.

Eligibility.—Every employee with 6 months’ service is entitled to participate
with the exception of regular part-time workers. For 5 years’ (or mors) service,
the employee received about 5 weeks’ pay based upon the 1937 dividends.
course, employees with less than 5 years’ service received proportionatel;’ smaller
amounts,

Amounts distributed.—In March of 1938, the company paid out about $2,896,322
for the previous year. Since the glan was inaugurated in 1912, about $43,000,000
hasl:)een so distributed up to 1938; $36,000,000 of this amount went to American
workers.

Aims of plan.—The plan was originally installed for the purpose of giving the
employees a share in the financial success of the business and affording a source
of income over and above the regular wages iz order to help the employees provide
for the future. It had also, for its purpose, the continuity of employment. The
company later realized, however, that the employees were not putting money
away for the future but were inclined to spend it as received. Consequently, in
1929, the original minimum of $1 on the common was raised to the present $3.50
and the difference was used to buy annuities for the employees. The annuities
now provide for an annual retirement income of about 1 percent of the total
wages earned, to which social-security benefits will be added.

pinion of management.—The purposes of the plan have been accomplished
and the company has been able to get and retain the higher type of workmen.
In conjunction with their program of emﬁloyment stabilization, group insurance,
sick and disability pay, and healthful working conditions, labor turn-over has been
reduced to about 8 percent at Rochester against an average of about 40 percent
for industry in general. The company feels that the employees are loyal and
satisfied. They have repeatedly shown their appreciation and the company has
never had any labor troubles.

THE CLEVELAND Twist DriLr Co., CLEVELAND, OHIO
Manufacturer of metal-cutting tools; 750 employees; net worth over $2,500,000

Type of plan.—Wage-dividend plan wherein the payments to the workers are
directly tied in to the amount of dividends paid on the common stock. (Also
have a savings plan, mutual benefit association, recreation club, restaurant, and'
recreation room.)

Method of calculation.—After 8 percent in dividends paid to the common stock
any furtner dividends are divided between (1) the stockholders in proportion to
the book value of their stack and (2) the employees in proportion to the amount of
salary or wages earned by them during the 12 months er.ding June 30 of that year.
_Employees with less than 1 year’s service reccive dividends at one-half the rate
paid to stockholders; employees with more than 1 but less than 2 years’ service
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receive three-fourths of the rate; employees with over 2 years’ service receive the
same rate.

Resulis.—Turn-over is very low and has been since the plan was installed in
1914. The plan “apparently has created a self-imposed supervision that has been
very beneficial to company operations.”

COMPANIES HAVING WAGE-DIVIDEND PLANS

Allied Kid Co. National Cash Register Co., The

Calumet & Hecla Consolidated Copper Ohio Forie & Machine Corporation
Co. Package Machinery Co.

Carolina Savings Bank Plymouth Cordage Co.

Coleman Lamp & Stove Co., The Rochester Germicide Co., Inc.

Cupples Co. Roos Bros., Inc.

Eclipse Laundry Co. : Sheaffer Pen Co., W. A.
Finzer Brothers Clay Co., The Veeder-Root, Inc.



STOCK-OWNERSHIP PLANS

There are several types of plans for giving employees the status of
stockholders through advantageous terms, offered them by the com-
pany by which they are employed. By one plan the employees may
obtain stock on installments at less than the current market price, the
comﬁany charging interest on unpaid balances and crediting dividends
on the purchase account. By another plan, the employees receive &
bonus if they do not sell the stock or leave the service of the company
for a given term of years. By another, employees may pay partly in
cash and partly through special credits accorde(f them by the company.
By yet another plan, the employees make no payment, the stock being
credited to their accounts and held for a prescribed time before it is
given them outright. In the case of certain stock-ownership plans,
there is no actual profit distribution nor any expense incurred on the
part of the company other than in the bookkeeping that records the
receipts and credits of part payments.

Under many plans, though the number is less than a majority, any
employee is eligible to apply for stock. Officers and directors are
sometimes specifically excluded, but in other cases specifically included.
Most plans omit any reference to them, however, and [‘i’kewise to
minors, although the latter are occasionally included or excluded. A
few com;mnies specify any permanent employee in good standing.

One of the ‘pnmary reasons urged upon the employee for investing
in the stcck of the company he is working for is that he is in a position
to know about the business and to watch his investment. It is some-
times further suggested, in this connection, that ownership in the
business would be advantageous to the employee since he would thus
share in the profits he had helped to earn.

Some companies declare that they want a wider distribution of
their stock. To this end they may invite the general public, the
customer public, or their own employees.

That buying stock on an installment plan affords the employee an
excellent opportunity to save is the argument emphasized by some
companies.

Recommendation sometimes takes the form of pointing out that the
company will itself gain directly and the employee gain indirectly.
Thus, one compg,vx:ﬂ urges investing in its stock because it believes
such ownership will provide the employee a ‘‘still greater incentive
* * * togive the company his very best efforts.” = Another states:
“While the directors believe that to share in the future development
of the company will be an edvantage to the employee so subscribing,
they also believe that no element will contribute so largely to that
development as the cooperation which (the) plan is intended to secure.”

On the succeeding pages there are presented outlines of the provi-
aions of three typical stock-ownership plans followed by a list of other
prominent companies operating such plans,

184



PROFIT SHARING—STOCK-OWNERSHIP PLAN

Son O1L Co., PHILADELPHIA, Pa.

Producers, refiners, and marketers of petroleum; 13,000 employees; net worth
June 30, 1938, $100,828,000

Type of plan.-—Stock-ownership plan wherein employee subscribers are given
credits toward the purchase of stock equal to 50 percent of their own deposits,
(Company also has an informal pension plan, sick allowances, death and burial
allowances, aad recreation allowances.)

Eligibility.—All employees with 1 year's service, either with the parent company
or its subsidiaries, are eligible to subscribe to stock offerings at specified times. .

Employees’ contribution.—-Employees may authorize pay deductions in even
dollars or tenths of dollars up to but not exceeding 10 percent of total earnings.

Company contribution.—For each dollar deposited by the employee, the com-
pany deposits 50 cents in the employee’s account.

Subscription period.—Each subscription period runs for 5 years from the date
of its inception. New subscription periods are opened on July 1 of each year.

Price of stock.—Stock is credited to the employee at the cost to the trustees,
It is purchased either from the company or in the open market, whichever is lower.

Dividends.—All participating employees in good standing shall be entitled to
receive all cash dividends paid upon the stock credited to their accounts upon the
books of the trustees.

Distribution of stock.—Any employee who shall continue a participant in good
standing up to July 1, 5 years after the date of the beginning of the plan, shall,
upon said date, be entitled to delivery of all shares of stock purchased for his
account by the trustees and shall thereafter have full title to the same.

Number of participants.—Approximately 5,300 employees are stockholders in
the company.

Opinion of managemeni.—The stock-ownership plan has “‘very definitely resulted
in increased loyalty and interest’’ on the part of the employees. “Turn-over has
never been severe” and the company hus experienced no labor troubles—which
they attribute to the loyalty of the employees.

Stanparp O1L Co. (INDIANA), CHIcAGO, ILL.

Manufacturing and marketing petroleum products; business started 1889; 18,615
employees

Stock-purchase plan for all emplovees. Employees may subscribe up to 10
percent of their salary. For each $1 employee contributes company matches
with 50 cents for purchase of common stock.

Company discrelionary pension plan for all employees retired on account of
incapacitation; company expense; 737 participate. Adopted 1903.

Other plans and activities include death, health, and accident benefits. Em-
ployees maintain own credit union. .

aid vacalions of from 1 to 2 weeks for all employees on basis of length of service.

AMERADA CoRPORATION, NEW YoORK, N. Y.
Producers of crude oil and natural gas; business started 1919; 1,300 employees

Joint contribulory stock-ownership plan for all employees. Employees contribute
from 2 percent to & maximum of 12 percent of annual salary and the company
matches with deposits of 2 to 8 percent maximum. Out of the fund created, the
employee must use 8 minimum amount to purchase annuities. The balance is
used to purchase stock; 800 participate. Adopted 1927. L
wggint condributory annuily plan for all employees; 1,000 participate. Adopted

Paid vacation of 2 weeks to all hourly wage employees.
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COMPANIES HAVING STOCK-OWNERSHIP PLANS

American Hide & Leather Co. Larsen Baking Co., Inc,
American Oil Co., The. Leeds & Northrup Co.
Barnard 8tationery Co., George D. Louisville Cement Co.
Business Men’s Assurance Co. of Amer- Pan American Petroleum Co.

fca. Pitneg-Bowes Postage Meter Co.
Columbia Conserve Co., The. Republic Sugply Co. of California, The..
Household Finance Corporation. Strathmore Pa

r Co.
Ilg Electric Ventilating Co. Youngstown Sgget & Tube Co., The.



BONUS PLANS

Until recently, when profit sharing has become more widely adopted
and recognized, the term “bonus plans’’ was generally construed as
“time and bonus” or “task and bonus” systems which in reality were
production incentives. For many years there were five outstanding
types of bonus plans which had as their purpose the “speeding up”
of work and the increasing of production.

Today this classification is recognized as including those types of
extra-compensation-payment plans where the amount to be distri-
buted to the employee may be definite or indefinite, optional or pre-
determined as to the amounts, or may be based upon some factor such,
as sffimiority or service, the merit system, or directly associated with
profits. :

Distributions may be made on an uneven scale as between employees
engaged in different kinds of work. Many bonus plans apply only
to executive or managerial officials. These, of course, have for their
purpose the rewarding of management for superior results in success
or profits. On the other hand, there are many bonus plans for em-
ployees on a regular and established scale according ‘to a predeter-
mined plan, as 1n the case of the Procter & Gamble Co., but the
amount distributed annually to the employee is generally based upon
sor_x(lie factor other than the fluctuation in profit dollars or dividends
paid. '

Several prominent bonus plans operated by well-known industrial
concerns are outlined in detail as to their character and provisions.
Following these descriptions is a list of many other companies operat-
ing bonus plans.
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Tue Procter & Gamsre Co., CincINNATI, OHIO

Manufacturer of soap and edible oil products; 10,000 employees; net worth
June 30, 1937, $123,449,000

Type of plan.—A bonus-type profit-sharing plan the bonefits to the employee
being regulated by his years of participation in the plan and contingent upon the
em?loyee depositing & percent of his earnings (up to $2,000 in any 1 year) for a
period of 6 years. The fund 8o created during this 6 ycars is used to purchase
common stock of the company.

Eligibility.—All employees (except salesmen) with 12 months' consecutive
service not earning over $3,000 per year are cligible to become participants in the
profit-sharing plan.

Calculation of bonus.—Bonus payments are regulated by the number of years the
employee participates in the plan.  The schedule of payments is as follows: 1to 2
years, 5 percent; 3 to 4 years, 6 percont; b to 6 years, 7 percent; 7 to 9 years, 8 per-
cen:; 10 to 12 yecars, 10 percent; 13 to 15 years, 12 percent; over 15 years, 15 per-
cent.

Stock purchase.—For the first 6 years of participation, the payments of the
company and the employees’ 5 percent of earnings (up to $2,000 annually) are
used to purchase common stock of the company, At the end of this period, cer-
tificates are delivered to the employee.

Cash participation.—After 6 years, payments by the employee cease but the
company continues to make payments in cash according to the schedule above.
This cash participation continues as long as the employee remains eligible for
profit sharing. However, the employee may enter into another stock-purchase
agreement if he so desircs.

Loss of eligibility—Employees may lose their right of participation if their
salaries are increased to over $3,000 per year or if they are transferred to a position
which i8 automatically excluded from the plan. In addition, in order to remain
eligible for cash distribution, employees must retain their original purchase of
stook intact for a period of 10 years. Exceptions will be made only under special
condition and by the written consent of the trustees. After 10 years' participa-
tion, employees may dispose of 50 percent of their original stock holdings if they
80 desire, but any disposal of stock in excess of 50 percent will exclude them from
further participation in profit sharing unless they have received the express au-
thority of the trustees to do so. '

Administration.—The plan is administered by the treasurer and three trustees
selected by the board of directors from the officers, directors, or employees.

Aims of plan.—*In originating and continuing this plan it was and is the desire
of the company to encourage thrift amon% all its employees and to favor those
who remain continuously in its employ. It has always been the declared policy
of the company to recognize that its interests and those of its emplo!ees are
inseparable, and in keeping with that policy the company is willing * * to
usia;'fta employees financially in the acquisition and holding of its shares of
stock,

Opinion of management.—'The plan of stock ownership has given most of the
employees a feeling of security in the knowledge that they have a certain amount
of capital with which to purchase homes, take carc of unusual expenses, ete. It
eliminates the fear of being without money to meet emergencics.”

Other plans.—The company also has a pension plan and a regular-employment
plan which guarantees 48 weeks’ work per year. The company also gives 1
weck’s vacation with pay to hourly employces and conducts other welfare and
benefit programs.

Amount distributed.—Since the inception of the plan about $13,000,000 has
been distributed in profit sharing. Of the 7,000 manufacturing employees about
5,600 have participated in the plan. These participants own an average of about
25 shares of common stock each.
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PirNnzy-Bowes Posraes Merer Co., 8ramrorp, ConN.
Manufacture postage meters; 850 employees; net worth over $3,000,000

Tyﬁn of plan.—In 1936 the company established a bonus plan based on the indi-
vidual employee’s earnings and length of service.

Method of calculation.—''For the past 3 years the company has paid bonuses to
employees in the employ of the company on December 1 of each year. These
bonuses have been based essentially as follows: 2 peroent of the total salary
earned during the 12 months immediately preceding December 1, for all employees
with 1 year or less of continuous service, and an additional one-half of 1 percent
for each additional 6 months, or portion thereof, of continuous service, up to a
maximum of § gercent for all over 3!4 years of continuous service. This type of
bonus is offered to employees as additional compensation over and above nor-
mal salary or wages as a method of sharing in the profits of the company.”

Ollher plans.—~The company also has a pension and stock purchase plan for
employees.

z{ecl of plans.—*'In our opinion, our various plans have had the result of some-
what lessening turn-over of labor. We feel that the plans have resulted in an
increase ir’l’ the loyalty of our employees and their interest in the welfare of the
company.
SpencBrR KELLOGa & Sons, INc., Burraro, N. Y.

Manufacturers and refiners of vegetable oils; 1,270 employees; net worth December
31, 1937, $18,740,000

Type of rlan.——-Bonuses are paid (}uarterly to all classes of employees. Indi-
vidual participation is based on length of service. A bonus has been paid in each
of the last 10 years although a loss was incurred in 1932,

Effect of plan.—~The plan has reduced turn-over. Effect ag\pnreutly good on
waste reduction and increased efficiency. The employees have shown their
appreciation of the plan and it is believed to have decreased industrial unrest.

COMPANIES HAVING BONUS SYSTEMS

Acker Printing Co., L. D. Bird & Son, Ine.

Acme-Evans Co. Blaw-Knox Co.

Acme Steel Co. Bond Stores, Ine.

Addressograph - Multigraph Corpora- Borg-Warner Corporation. .
tion. Boston Wire Stitcher Co.

Aﬁfa Ansco Corporation, Bovaird Supply Co., The.

Allied Kid Co. Bowes ‘“Seal-Fast” Corporation.

Allied Stores Corporation. Brunswick-Balke-Collender Co., The,

Alling & Cory Co., The. Buckeye Steel Castings Co., The.

American Blower Corporation. Buescher Band Instrument Co.

American Brake Shoe & Foundry Co.  Bullard Co., The.
American Hospital Supply Corporation. Bullock’s, Inc.
American Optical Co. Butler Bros.

American Sales Book Co. Butler Manufacturing Co.
American Seating Co. Byron Jackson Co.

American Smelting & Refining Co. Calaveras Cement Co.

American Snuff Co. Camden Fire Insurance Association.

American Steel Foundries, including its Canfield Oil Co.
ginoipal subsidiary, Griffin eel Central New York Broadoasting Co.
0. Central Warehouse Co.

Anderson Co., The. Chattanooga Medicine Co.

Ansul Chemical Co. Cherry-Burrell Corporation.

Arner Co., Inc., The. Chese rough Manufacturing Co., cone
Associated Seed Growers, Inc. solidated.

Auto-Owners Insurance éo. Chicago Daily News, Inc., The.
Barnsdall Qil Co. Chicago Mail Order Co,
Bastian-Morley Co. and subsidiaries. Chipman Knitting Mills,

Bausch & Lomb Optical Co. Chrysler Corporation. )

Bay State Millittg Co. Cleveland Electric Illuminating Co.,
Beacon Milling Co., The. The.

Beck & Greg Hardware Co. Colt’s Patent Fire Arms Co.

Belridge Oil Co. Columbia Broadcasting Co.

Bethlehem Steel Corporation. Columbia Steel Castings Co.
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Commercial Investment Trust Cor- Hahne & Co.

p:lutlon and consolidated subsidi-

aries.

Congdon & Carpenter Co., The.

Connectiout Power Co., The,

Consolidated Lithograph Co.

Container Co., The.

Continental Assurance Co.

Continental Oil Co.

Corpus Christi National Bank,

Crowley, Milner & Co.

Crummer & Co., R. E,

Cutler-Hammer, Inc.

Deere & Co.

Defender Photo Supply Co.

Dewey Portland Cement Co.

Dibrell Bros., Ino.

Dickerson Co., The Walker T.

DhYatoh Printing Co., The.

Dixle Meroerizing Co.

Dixon Crucible Co., Joseph.

Dobeokmun Co., The.

Dodge Manufacturing Co.

Doehler Die Casting Co.

Duluth Morris Plan Co.

du Pont de Nemours & Co., E. L.

Draokett Co., The.

Eddy Paper Corporation, The.

Edison Bros. Stores, Inc.

Eleotric Steel Castings Co.

Eleotrio Vaouum Cleaner Co., Ine.

Electrolux Corporation.

Eloesser Heynemann Co.

Employers Casualty Co.

Ethyl Gasoline Corporation.

Etgeka-Maryland Asaurance Corpora-

on., -

gvenin Star Newspaper Co., The.
‘erry Screw Produots, Ino., F W

First National Bank of Atlanta.

First National Bank of Denver.

First National Bank, Missoula.

Flickinger Co., Ine., 8. M,

Florence Stove Co.

Fort Pitt Steel Casting Co.

Fuller & Smith & Ross, Inc.

Fyr-Fyter Co., The.

Gaylord Bros., Inc.

QGeneral Amerloan Transportation Cor.
poratjon,

General Aniline Works, Ino,

General Foods Corporation.

General Motors Corporation,

QGeneral 8hoe Corporation,

Geometrio Tool Co., The,

QGibson Art Co., The.

Qilmore Oil Co.

Gnatt Co., Ino,, The Ove.

Good Humor Corporation,

Grant Co., W, T.

Graybar Electrio Co., Inc.

Great Lakes Engineering Works.

QGreat Western Electro-Chemica) Co.

QGreat Western Sugar Co., The.

Qristede Bros., Inc.

Guaranty Trust Co. of New York.

Hardware Mutual Life Insurance Co.

of Minnesota.
Hartford Eleotric Light Co., The.
Hemphill-Wells Co.
Hercules Cement Corporation,
Heroules Powder Co.
Herriock Co.
Hibernia National Bank in New Orleans,

The.
Hinde & Dauch Paper Co., The.
Hobart Manufacturing Co., The.
Home Dairy Co.
Hoosier Engineering Co.
Hoover Ball & Bearing Co.
Houghton & Co., E. F.
Household Finance Corporation.
Hoyer Engineering Co.
Indiana Moulding & Frame Co.
International Clay Machinery Co.
International Harvester Co.
Jantgen Knitting Mills,
Jowel Tea Co., Inc.
Johnson & Son, Ino., 8. C.
Kelley Island Lime & Transport Co.
Kerr & Co., Ino., Alexander H.
Keystone Steel & Wire Co.
Knox Gelatine Co., Inc., Chas, B,
Kohler Co.
Kroehler Manufacturing Co.
Kroger Grocery & Baking Co.
Kuhn, Loeb & Co.
Kurfees Paint Co., Inc., J. F.
Laros 8ilk Co., R. K.
Lawrence & Co., Jamas.
Lawrence Portland Cement Co.
Leas & McVitty, Inc.
Lebanon Woolen Mills, Ine.
Leeds & Northrup Co.
Life Savers Corporation and subsidi-
aries,
Louisville Cement Co.
Lyon Maetal Products, Inc.
anchester, Inc., Harry 8.
Material Service Corporation.
Matson Navigation Co. and subsidi-
aries,
MoCreery & Co., James.
MoCrory Stores Corporation.
Mead Johnson & Co.
Melville 8hoe Corporation.
Mid States Steel & Wire Co.
Miles Laboratories, Inc.
Miller & Paine, Ino.\
Miller & Sons, Ine., I.
Monarch Life Insurance Co.
Monroe Steel Castings Co.
Moore Paint Co., Leland.
Moorman Manu{ucturing Co.
Morgan Construction Co.
Morrell & Co., John.
Morris Music S8hop.
Morris Plan Bank of Cleveland, The.
Morse Chain Co.
Narrow Fabric Company, The.
Nash Finch Co.
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National Bank of Detroit.

ngional Distillers Products Corporss
on,

National Look Co.

Ns&onsl Malleable & Bteel Caatings

National Supply Co. and its subsidiary
and predecessor companies.

Nsly;lor Pipe Co.

Nelson Manufacturing Co., N. O.

New Bedford Cordage Co.

New Jersey Machine Corporation.

New Jersey Zino Co., The,

Ohio Cuualt{ Insurance Co., The.

Ohio State Life Insurance Co., The.

Okonite Co., The.

Oneida, Ltd.

Owen, Moore & Co.

Pacific Finance Corporation of Cali-

fornia.
Pacific Lumber Co., The.
Pan Amerioan Life Insurance Co.
Paraffine Com{mnlea Ine., The.
Peerless Machinery Co.
Penney Company, J. C.
Peoples Drug Stores, Ino,
Pepf?er Bott, i"ﬁ Co. of Mississippi, Dr.
Plefter Rice Milling Co., Ino.
Philadelphia Storage Battery Co.
Pierce Co., 8. 8.
Pﬂgim Laundry, Ino., The.
Pit burﬁ] Plate Glass Co.
Portous Mitchell & Braun Co.
Pritslaft Hardware Co., John.
Prootor & Schwarts, Inc.

uaker Oats Co., The.

dio Cor&)mtion of America.

Reece Button Hole Machine Co., The.
Reed & Barton Corporation.
Reeves, Inoc., Daniel.
Remlnfton rms Co., Ino.
Republic Supply Co. of California, The.
Rich’s, Inc,
Rich Manufacturing Corporation.
River Raisin Paper Co.
Rockford Mitten & Hosiery Co.
Roos Brothers, Inc.
Russell-Miller Milling Co.
Safeway Stores Inc.
8t. Louis Steel Casting Co.
8t. Paul Fire & Marine Insurance Co,
Samuelson & Co., V. A.
8an Diego Trust & Savings Bank,
Sangamo Eleotrio Co.
S8avannah Sugar Refining Corporation.
Soheirich Manulacturixég Co.
Schroder Banking Corporation, J.

Hem-g.
8ealed Power Corporation.
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Sears, Rosbuck & Co.
Second National Bank of Boston, The.
Seng Co., The.
ggr:l"el, Ine. c
espeare Co.
Sheaffer Pon Co., W. A,
Shell Oil Co.
8helt Co., Inc., The.
Shepard Niles Crane & Holst Corpo-
ration.
Simons Manufacturing Co., Ernest.
Smiley Co., The Thomas.
Smith, Kline & French Laboratories.
Sonoco ucts Co.
Southern California Edison Co.
Speeder Machinery Corporation.
Spiegel, Inc.
S8quibb & Sons, E. R,
Standard Screw Co.
Starrett Co., The L. 8.
Steel Heddle Manufacturing Co.
Steel Products Co., The.
Strathmore Paper Co.
Bturtevant Co., B. F.
Sulloway Hosiery Mills,
Taylor, Miller, Busch & Boyden.
Texias Employers Insurance Assoocia-

on,
Title Insurance & Trust Co,

Towers, Perrin, Forster & Crosby, Ino.
T“OY Loan & Trust Co.

Tray or Engineering & Manufaoturing

0.
Tremco Manufaoturing Co., The.
Truock Engineering Company, The.
Truns Pork Stores, Ine.

Union Planters National Bank & Trust

Co.
United Air Craft Corporation.
United-Carr Fastener Corporation,
United States Rubber Co.
%’Vaughn &CRagsdale Co.

n Co.

Warner & Swasey Co., The.

Warren Featherbone 60., The.

Waﬁrne Pump Co., The.

Wellington Sears Co.

Westinghouse Eleotric & Manufactur-
in 0., and consolidated subsidi-

es.,
“White Castle System, Ino.

ngtg Dental anufacturing Co., The

Whittier Co., Ltd., M. H,

Willoughby Camera Stores, Ino.
Wiremold Co., The.

Wooster Brush Co., The.

Yale & Towne Manufacturing Co., The.
Youngstown Sheet & Tube Co., The.



PENSION AND ANNUITY PLANS

Pension and annuity plans fall into three groups: Informal non-
contributory; formal noncontributory, and formal joint contributory.

Under the heading of “Informal’”’ are included all Xlans where the
employer pays pension only to selected employees, and then primarily
on the basis of need, each case being judged on its merits, with no
employee having any definite assurance that upon retirement he will
secure a pension,

Under “Formal Noncontributory’ are included all plans where the
company assumes the entire cost but where, because of a specific con~
tractual arrangement between the employer and the employee, or
because of company policy and long operation of the plan, each em-
ployee has reasonable cause to believe that upon retirement he will
receive a pension, reﬁardless of actual need. Such a plan may or may
not be funded by the company through an insurance company and
may or may not be on an actuarial basis,

I}Inder “Kormal Joint Contributory’” are included those plans where
the employer and the employee each contribute part of the cost, each
contributing employee, subject to the terms of the plan, being assured
of & pension upon retirement. Such plans are usually operated on a
contractual basis with an insurance company, the employee looking
to the insurance company for his pension rather than to the employer.

Following are descriptions of two pension plans of long standing.
After these two descriptions are listed other companies having various.
types of pension plans,
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PROFIT S8HARING—PENSION PLAN
UNitep States STEEL CORPORATION, PiTrsBURGH, Pa.

Manufacturer of iron and steel products; 187,000 em&ﬂoyeea ; net worth D tcember
31, 1937, $1,643,315,00

tTypa of plan.—Noncontributory pension plan handled entirely by the corpo-
ration.

Eligibility.—Pensions are granted to all with 25 years service reaching retire-
ment age. Retirement is compulsory at age 70 for men and age 60 for women.
Retiroment is voluntary at age 65 for men and age 55 for women,

Maethod of calculating pension.—Individual pensions amount to 1 percent of the
average monthly pay received in the last 10 ycars of service mul{iplicd by the
years of service.

Amounts distribuled.—For the year 1937 the corporation paid out $7,821,958 in
pensions, 8incs the incoption of the plan in 1911, the corporation has paid out a
total of $83,308,719.

Number of pensioners.—In the latter part of 1938, 11,615 persons were receiving
pensions.

Other plans.—The corporation also offers group insurance, housing, unemploy-
ment assistance, accident and sanitation engineering, and other welfare activities.

Opinion of management.—The corporation states the cmployees have shown
appreciation of their various plans and the pension plan has removed the worries
concerning the future that can be a disturbing element in the minds of workers,

S8ocony-Vacuum OiwL Co., INc,, New York, N. Y.

Producers, refiners, and marketers of petroleum products; 34,300 employees;
net worth December 31, 1937, $635,281,056

Type of plan.—Joint contributory purchase of annuities from an insurance
comf)any. Annuity plan installed in 1931. Company pays for service prior to
the installation of the plan,

Method of calculation.—Employee’s contributions are regulated by their indi-
vidual salary or wage class. The company pays about $1.50 to the insurance
coinpany for each dollar contributed by the employee. Annuities are designed
to pay the employee abeut 2 percent of earnings for each year of service since
the present plan was established, and 2 percent of salary on December 31, 1930,
for each year of service prior to 1931, No pension is to exceed 75 percent of the
annual salary prior to retirement or 75 percent of the average salary for the last
5 years prior to retirement if that is greater.
thEh’ ibility.—All employees with 6 months’ service are eligible to subscribe to

e plan.

Retirement g!e.-—-The normal retirement age is 65 or 40 years of service regard-
less of age. No years of service are required if the employee is 65.

Other plans.—The annuity plan also includes death benefits. There are addi-
gongll benefits for accidental death, dismemberment, and total and permanent

isability.

GENERAL MiLLs, INc,, MiNNEAPOLIS, MINN.
Manufacturing, flour, feed, and cereals; business started 1889; 7,124 employees

Company discretionary pension flan for all employees upon retirement. Coms-
pany expense. Adopted for as long as compsng has been required to retire
employees, and on sums on which he can live comfortably.

&hcr plans and activities include credit unions maintained by employees.

Patd vacations of from 1 to 2 weeks to all employees.
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GeNpraL CanLe CorporaTioN, NEW York, N. Y.
Manufaoturing, copper wire and cable; business started 1889; 6,000 employees

Joint contributory annuity plan for all employees, on basis of length of service
and salary. Plan adopted 1930; amended 1932.

Other plans and aclwities include benefit associations and credit unions main-
tained by cinployees; f‘oint contributory life insurance.

Paid vacations to al

employees since 1936.

COMPANIES HAVING PENSION PLANS

Agla Ansco Cor?nration

Air Reduction Co., Inc.

Afax P]i?e Line Corporation

Allied Kid Co.

Allied 8tores Corporation

A, C. Allyn & Co., Ine.

Amerada Corporation

American Bank Note Co.

American Brake S8hoe & Foundry Co.

American Can Co,

American Cast Iron Pipe Co.

American Hard Rubber Co.

American Hospital Snpé)ly Corporation

American Locomotive Co.

American Metal Co., Ltd., The

Amcrican Metal Co, of Illinois, The

American Metal Co. of Texas, The

American Optical Co.

American Rolling Mill Co.

Amcrican 8ales Book Co., Inc.

American Smelting & Re{ining Co.

American Snuff Co.

American Sugar Refining Co. and its
domestic subsidiarics

American Stecl Foundries, including
Griftin Wheel Co., its principal sub-
sidiary

American Telephone & Telegraph Co,

American Zin¢ & Chemical Co.

Anchor Post Fence Co.

Anderson Newcomb Co., The

Arkansas Power & Light Co.

Armstrong Cork Co.

Arner Co., Inc., The

Associated Seed Growers, Ine.

Atlantic Refining Co., The

Atlas Powder Co,

Auto-Owners Insurance Co.

Ball Brothers Co,

Ballard & Ballard Co., Inc.

Bank of America National Trust &
Savings Arsociation .

Bankers Life Co.

Bankers Trust Co.

Barber As;z)lmlt Corporation

Barnsdall Oil Co.

Bay State Milling Co.

-Manning Co.

Belridge 0Oil Co.

Beat & Co., Inc.

Bethlehem Steel Corporasion

Bird & Son, Inc.

Blackwell Zine Co., Inc.

Bloomington-Lake National Bank of
Minneapolis

Borden Co., and rll subsidiaries

Boston Consolidated Gas Co.

Boston Edison Co.

Boston Wire Stitcher Co.

Brooklyn-Manhattan Transit System,
all companies

Brooklyn Union Gas Co., The

Brown & Sharpe Manufacturing Co.

Brunswick-Balke-Collender Co., The

Buckeye Steel Castings Co., The

Buda Co., The

Builders Iron Foundry

Cabot, Samuel, Ino.

California Fruft Growers Exchange

California Packing Co.

Camden Fire Insurance Association

Campbell Soup Co.

Central Hanover Bank & Trust Co.

Central Hudson Gas & Electric Cor-
poration

(Century Indemnity Co.

Chase Bag Co.

Chattanooga Medicine Co.

Chemical Bank & Trust Co.

Chesebrough Manufacturing Co., Con-
solidate:

Chicago Daily News, Inc., The

Cincinnati Gear Co., The

Cl%‘r}ll( County National Bank of Clark,

0

Cleveland Electric Illumina.ing Co.,
The

Clinton Co.

Cluett, Peabody & Co., Ine.

Colgate-Palmolive-Peet Co.

Colt’s Patent Fire Arms Manufacturing

Co.
Columbia Conserve Co., The
Columbus Mutual Life Insurance Co.
Commercial Cable Co., The
Commercial National f}snk of Bozeman
Commercial National Bank & Trust Co.
of New York
Commonwealth Edison Co.
Connecticut General Life Insurance Co.
Connectiout Light & Power Co., The
Co'i‘nlrlxecticut Mutual Life Insurance Co.,
e
Connecticut Power Co., The
Consolidated Edison Co. of New York,
Ine. & affiliated companies
Consolidated Gas, Electric Light &
Power Co. of Baltimore
Continental Illinois National Bank &
Trust Co. of Chicago
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Continental Life Insurance Co., Inc.

Continental Oil Co.

Corn Products Refining Co.

Crocker First National Bank of San
Francisco

Cudahy Puacking Co., The

Curtis Publishing Co.

Cutler-Hammer, Inc.

Deere & Co.

Detroit Edison Co., The

Dick & Co., A. B.

Henry Disston & Sons, Inc.

Dixon Crucible Co., Joseph

Dow Chemical Co., The

du Pont de Nemours & Co., E. I.

Eastman Kodak Co.

Thomas A. Edison, Inc. (not including
subsidiary companies)

Electrical Testing Laboratories

Eloesser Heynemann Co.

Employers Casualty Co.

Equitable Life Assurance Society of the

nited States

E(ﬂuitable Life Insurance Co.

Ethyl Gasoline Corporation

Evening Star Newspapcr Co., The

Fairbanks, Morse & Co.

Fairchild Sons, Ino.

Farmers & Mcchanics Savings Bank of
Minncapolis

Farmers & Merchants National Bank of
Ivanhoe, Minn.

Farmers & Merchants State Bank of
Minneota, Minn.

Farmers & Merchants State Bank of
8t. Paul,

Farrel-Birmingham Co., Inc.

Federal Trust Co.

First National Bank of Atlanta, The

First National Bank, The, lirainerd,
Minn,

First National Bank of Chicago, The

First National Bank, The, Graceville,
Minn.

First National Bank, Great Falls, Mont.

First National Bank of Denver, The

Firﬂt kNational Bank, Lidgerwood, N.

ak.
First National Bauk of Mankato
FirstkNational Bank, The, Miller, S.

ak.

First National Bank & Trust Co. of
Minneapolis

FirYst'g’atlonal Bank of the City of New

or

First National Bank at Orlando, The,
Orlando, Fla.

First National Bank, Paterson, N. J.

First National Bank, The, Portland,

Oreg.

First %‘Iational Bank, The, Rochester,
Minn,

First National Bank of 8t. Paul

First National Bank, Valley City, N.

Dak.
Flickinger Co., Inc., 8. M.
Florenoe Pire Foundry & Machine Co.
Food Machinery Corporation
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Freeborn County National Bank of
Albert Lea

Gardner-Richardson Co., The

Gary Heat, Light & Water Co,

General American Transportation Cor-
poration,

General Aniline Works, Ino.

General Candy Corporation

General Eleotric Co.

General Foods Corporation

General S8hoe Corporation

Gilmore Oil Co.

Gleason Works

Glens Falls Portland Cement Co., The

Godman Co., The H. C,

Goodrich Co., The B. F.,

Goodyear Tire & Rubber Co., The

Gorham Manufacturing Co.

Graybar Electric Co., Inec.

Great Western Sugar Co., The

Guarantee Mutual Life Co.

Guaranty Trust Co. of N. Y.

Guardian Life Insurance Co. of Amer-
ica, The

Hahne & Co.

Hammermill Paper Co.

Hardware Mutual Insurance Co. of
Minnesota

Hart & Cooley Manufacturing Co.

Hartford Electric Light Co., The

Hennepin State Ban

Hercules Powder Co.

Herrick Co.

Hibbard Spencer Bartlett & Co.

Hi'tlzimis ational Bank in New Orleans,

e

Holly Sugar Corporation

H(l)mt:i Friendly Insurance Co. of Mary-
an

Honolulu Oil Corporation

Hoskins Manufacturing Co.

Howard Savings Institution, The

Huron Portland Cement Co.

Iig Electric Ventilating Co.

Illinois Northern Utilities Co.

Indiana Service Corporation

Indianapolis Railways, Inc.

Ingersoll-Rand Co.

Inland Steel Co.

International Business Machines Cor-
poration

International Harvester Co.

International Nicke! Co., Inc.

Jahn & Ollier Engraving Co.

Jantzen Knitting Mills

Jersey Central Power & Light Co.

Johnson & Son, Ine., 8. C.

Jones & Laughlin Steel Corporation

Johns-Manville Corporation

Kansas City Life Insurance Co.

Kansas City Power & Light Co.

Kansas City Public Service Co.

Kg}‘lﬁy Island Lime & Transport Co.,

e . .

Kerr Glass Manufacturing Co.

Kerr & Co., Inc., Alexander H.

Kimberly-Clark Corporation

Knox Gelatine Co., Inc.. Charlea B,
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Kohler Co.
Kuhn, Loeb & Co.
Laclede Gas Light Co., The
Lamar Life Insurance Co., The
Langeloth Townsite Co.
Langeloth Water Co.
Lawrence Leather Co., A. C.
Leas & McVitty, Inc.
Lewis & Bros, Co., John T.
Libby, McNeill & Libby
Liberty Mutual Insurance Co.
Life Insurance Co. of Virginia, The
Life Savers Corporation and subsidiaries
Liﬁ?tt & Myers T'obacco Co.
Eli Lilly & Co.
Lincoln National Life Insurance Co.
Lion Oil Refining Co.
Loeser & Co., Inc., Frederick
Loose-Wiles Biscuit Co.
Louisville Cement Co.
Lumbermans Mutual Casualty Co.
Lynchburg Foundry Co.
Lyon Metal Products, Inc.
annings, Inc.
Marquette Cement Manufacturing Co.
M:(a)ssaohusetts Mutual Life Insurance
0.
Matson Navigation Co. and subsidiaries
Mayer & Co., Oscar
McCrary Refrigerator Co.
McCreery & Co., James
McGrady-Rodgers Co.
Mead Johnson & Co.
Melville 8hoe Corporation
Merchant & Miners Transportation Co.
M%{ﬁhants National Bank & Trust Co.,
e
Merck & Co., Inc.
Meredith Publishing Co.
Metals Bank & Trust Co.
Metropolitan Life Insurance Co.
Midland National Bank of Illinois, The
Miéehle Printing Press & Manufacturing

0.

Miller & Paine, Inc.

Minnehaha National Bank of Minne-
apolis

Minneapolis Gas Light Co.

Minnesota Mining & Manufacturing Co.

Mohawk Carpet Mills, Ine.

Monarch Life Insurance Co.

M%nongalxcla West Penn Public Service

0.

Montana National Bank
Monumental Life Insurance Co.
Morrell & Co., John
Morris Plan Bank of Cleveland, The
Murphy Varnish Co.
Narrow Fabric Co., The
National Bank of Detroit
National Bank of South Dakota, The
National Biscuit Co.
National Fuel Gas Co.
National Guardian Life Insurance Co.
National Life & Accident Insurance Co.,

Inc., The
National Metals Bank of Hancock, The
National Old Line Insurance Co.

PROFIT-SHARING AND INCENTIVE TAXATION

National Park Bank

National Shawmut Bank of Boston

National Sugar Refining Co. of New
Jersey, The

National Supply Co., The, and its sub-
sidiary and predecessor companies

National Transit Co.

Nevada-California Electric Corpora-
tion, The

New Jersey Zino Co., The

New York Air Brake Co., The

New York Life Insurance Co.

Northern Indiana Public 8ervice Co.

Northern Natural Gas Co.

Northwestern Bank of Langdon, The

Northwestern Mutual Life Insurance

0,

Northwestern National Bank & Trust
Co. of Minneapolis

Northwestern National Insurance Co. of
Milwaukee

Northwestern National Life Insurance

Co.

Ohio 0il Co., The

Okonite Co., The

Omaha National Bank, The

Oneida, Ltd.

Otis Elevator Co.

Owens-1llinois Glass Co.

Oxford Paper Co.

Pacific Gas & Elcctric Co.

Pacific Lighting Corporation

Penn Mutual Life Insurance Co. of
Philadelphia, The

Pennsylvania Edison Co.

Pennsylvania Water & Power Co,

Peoples Dru% Stores, Ino.

Peoples Gas Light & Coke éo., The

Philadelphia Electric Co.

Phillips Petroleum Co.

Phoenix Mutual Life Insurance Co.

Pierce Co,, S. S.

Pillsbury Flour Mills Co.

Pitnay-Bowes Postage Meter Co.

Pittsburgh Plate Glass Co.

Plymouth Cordage Co.

Portland Gas & Coke Co.

Potomac Electric Power Co.

Potter County Bank

Prentice-Hall, Inc.

Procter & Gamble Co., The

Proctor & Schwartz, Inc.

Produce Stata Bank .

Pr}ll‘(llcntial Insurance Co. of Amerioa,

10

Public 8Service Corporation of New
Jerse

Public gervice Co. of Northern Illinois

Puget Sound Power & Light Co.

Pullman Co., The

Pullman-Standard Car Manufacturing

Co.
Pure Oil Co., The
Quaker Qats Co., The
Quaker State Oil Refining Corporation
Raybestos-Manhattan, Inc.
Repq Eiver National Bank of Grand
orks
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Reed & Barton Corporation

Remington Arms Co., Ine,

Republio S8upply Co. of California, The

Rochester Gas & Electric Corporation

Rockland Light & Power Co.

Roebling’s Sons Co., John A.

Rumford Chemical Works

8t. Albans National Cathedral School
for Boys

8t. Louis Rocky Mountain & Pacific Co.

8t. Paul Fire & Marine Insurance Co.

Sazg River Valley Water User's Associa-

ion

S8angamo Electric Co.

Savannah Sugar Refining Corporation

Schroder Banking Corporation, J. Henry

Scovill Manufacturing Co.

Secaled Power Corporation

Seattle First National Bank

Sccond National Bank of Boston, The

Sccurity Life & Trust Co.

Shakespeare Co.

Shell 0il Co.

Signal Oil Gas Co.

Simmons Co.

Smith, Kline & French Laboratories

Society for Savings

Sonoco Products Co.

Southern California Edison Co.

South Norwalk Electric Works

South Penn Oil Co.

Spaulding-Moss Co.

Springfield Gas Light Co.

Squibb & Sons, L. R.

Standard Accident Insurance Co.

Standard Qil Co. of California

Standard Oil Co. of Indiana

Standard Qjl Co., Inc., in Kentucky

Standard Qil Co. of Ohio, The

Standard Oil Co. of Nebraska

Standard Sanitary Manufacturing Co.

Stanley Works, The

Stecl Heddle Manufacturing Co.

Steketee & Sons, Paul

Stockham Pipe i"ittings Co.

Sun Life Insurance Co. of America

Sun 0Oil Co.

Swift & Co.

Texas Corporation, The

Texas Iimployers’ Insurance Associa-

tion
Texas Gulf Sulphur Co.
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Title Guarantee & Trust Co.

Towers, Perrin, Forster & Crosby, Ine.
Tremco Manufacturing Co., The
Trenton Saving Fund oclet{
Underwriters’ Laboratories, Ine.

Union Bag & Paper Corporation

Union Central Life Insurance Co., The
Union National Bank in Minot, T'he
Union Oil Co. of California

Unéon Planters National Bank & Trust

0.

Union Tank Car Co.

United Benefit Life Insurance Co.

United-Carr Fastener Corporation

United States Freight Co. and sub-
sidiaries

United States Industrial Aleohol Co.

United States Metals Refining Co.

United States National Bank

Ulllite((ll States National Bank of Port-
an

United States Rubber Co.

Vaughn & Ragsdale Co.

Wallace & Sons Manufacturing Co., R.

Wanamaker, Philadelphia, John

Washington Gas Light Co.

Waverly Press, Inc.

Wellington Sears Co.

Western & Southern Life Insurance
Co., The

Western Electric Co., Inc.

Western Union Telegraph Co., The

Westinghouse Air Brake Co. and sub-
sidiarics

Westinghouse Electric & Manufacturing
Co. and consolidated subsidiaries

chit,vaco Chlorine Products Corpora-

tion
ngtg Dental Muanufacturing Co., The

Whittier Co., Ltd., M. H.

Wickwire Spencer Steel Co.

Wilmington Trust Co.

Wisconsin Power & Light Co.

Woodmen of the World Life Insurance
Society

Woolworth Co., F, W,

World Publishing Co. and Herald Build-
ing Co., wholly owned subsidiary con-
solidated

Yale & Towne Manufacturing Co., The.
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ANNUAL-WAGE PLANS

Annual-wage plans, while not classed as profit-sharing plans, are a
relatively recent attempt at the solution of the employer-employce
relations problem and are usually indicative of an GHHF tened employer
attitude which is trying to benefit the laboring employee.

Such plans have for their purpose the leveling off of the peaks and
vallﬁvs of the working man’s income so that he may anticipate a steady
weekly income and thus budEet his future expenditures. He can also
make plans for the future because the fear of short pay-checks is
removed.

_As might be expected, annual-wage plans have the greatest applica-
bility in the consumers-goods field where production and sales tend to
be more constant and stable.

Following are descriptions of four annual-wage plans, the details of
which have been brought to the attention of the staff in the course of
conducting this survey.

COMPANIES HAVING ANNUAL-WAGE PLAN
PROCTER & GAMBLE CO.

In 1923, Procter & Gamble astounded the industrial world by announcing an
annual-wage plan for all factory employees that would insure them 48 pay checks
per year, the pay check being based on a standard workweek of 40 hours. Actu-
ally, employees usually receive 62 weeks' pay a year, including 1 week’s vacation
Wi{h pay. This re%:ﬂarizat.ion of employment was obtained and installed only
after the company had made a thorough analysis of its sales and warehousing
policies and instituted many changes therein which would better enable the com-
pan{ to maintain a regular {)roduotion schedule.

The plan is effective for all employees with 2 years’ gervice—with the exception
of those employed in the crushing of cottonseed. This latter exception brings
out the point that in some lines of business it is almost impossible to guarantee
steady employment due to factors beyond the control of the business.

Although noted for its profit-sharing plan, the company considers its annual-
wage plan just as important—if not more so—in contributing to the security of
its employces. Mr. Richard R. Deupree, president, in an address before the
Forty-third Annual Business Congress of the National Association of Manufac-
turers said: “It is my belief that the one outstanding desire of any man is the
opportunity to work—with the assurance that if he works well, he will continue
to hold his job. To plan his family life, he must have some idea of his incoine
for the next 6 months or a year. To put yourself in his shoes, you must stri
yourself of all capital income and rely solely upon a daily wage, without any posi-
tive assurance of work beyond the next 8-hour day. It is not a pleasant thought.
If you think of one workman, one employee this way and then multiply that one
man by several million wage earners, you then realize the vital importance of thia
problem in our national, social, and economic life.” :

This program of guaranteed pay checks is in addition to the profit-sharing plan
and the many other employee benefit programs carried on by this company.

Nown-Busa S8uor Co.

On June 3, 1935, the Nunn-Bush -Shoe Co. instituted an annual-wage plan
guaranteeing certain employees 52 pay checks a year.

The unique feature of this plan is the fact that wages are keyed to a definite
percentage of gross sales. 1n the words of H. L. Nunn, president, “there seems
to be some unknown economio law which enabled labor to receive just so much of
each dollar regardless of how many dollars came in.”

In the 10 vears hefore the plan was instituted, labor’'s share in the Nunn-Bush
Milwaukee plant averaged about 20 percent of the total sales value and 20 percent
was used in setting up the plan in that plant while 18 percent was used in the
Edgerton plant where cheaper shoes are manufactured. .

he plan worke in this manner: Estimates of probable sales are made by the
comen{‘; As shoes are sold, 20 percent of their value is put into a $roup salary
fund. om this fund are paid weekly wages equal to the product of the hourly
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rate before the plan went into effect (now called the differential rate) and a multi.
flier which was originally the average hours worked per week in the plant. When

he fund accumulation exceeds wages paid out in any contract period, the excess is
distributed pro rata as adjusted comnpensation, and when the fund accumulation is
overdrawn, as in periods of unanticipated declines in sales, the multiplier is reduced
or if business picks up again, held unchanged, until the deficit in the group salary
fund is made up.

In order to provide flexibility only employees with the company when the plan
atarted are included in the guaranteed 5 Kay-chcck or class A group, while other
class B employees taken on temporarily to handle peak production are not included
until the{ have 2 years' service and even then ocan be laid off until the natural
growth of the business or diminution of the class A group by death and retirement
warrants their acceptance as permanent employees.

This guaranteed pay-check plan is in addition to profit sharing and other em-
ployee benefits.

Georax A. HormrL & Co.

The hog-packing business is & seasonal business, with the hogs coming in two
main orops, spring and fall. This occasioned the letting out of men as soon as
work slacked, and even though it might be interpreted as a means of giving full
gzy checks to those still in employment, the practice never seemed quite right to

r. Hormel. He regarded it as a kind of chisel, as he has said, a forcing of the
employee to take the rap first for the management’s failure to maintain work.

his belief led to the working out of a ‘“‘straight time arrangement'’’ whioh was
first tested out in 1931, It was determined how much work one department had
to do in a year and, at a rate of work of the then going average hours per indi-
vidual per week, how many men would be required to do that work, assumin
that the flow of work was steady. Then, he proposed to hire that number o
men by the year, and let them work longer hours when the rush of business was
on, and shorter hours when it was slack. Thus, instead of the discharge of men
at slack season and rehiring these men at rush season, he would have the same
crew the year around. The rate of X? for each person was 40 times the hourly
rate plus $1. The plan was installed department by department until the whole
plant was operating on this basis.

A bonus plan has been incorporated to care for increased production schedules.
For instance, in 1935, 115 men and womgen in one department were given & year’s
budget of work. Business in that department picked up so that at the end of
40 weeks this volume had been accomplished. ore work was given them. They
undertook the additional work for the balance of the year, and for that they
earned a bonus. The present straight-time arrangement now provides a regular
bonus clause and, in each instance, sets up the bonus which is proper for the
character of the work of that dspartment.

JAnN & Oruier Enaraving Co.

This company, makers of fine printing plates, not only have a profit-sharing
plan but also J;uamntee 52 weeks’ steady employment for 2 years—to all except
sales force and office boys. The guarantee provides for a maximum of 40 hours
and a minimum of 30 hours per week, with time-and-a-half for over 40 hours per
weok, and double time for Sundays and holidays. The minimum pay for journey-
men is $1.25 per hour.

- The company also gives $1,5600 free life insurance and 1 week's paid vacation
after 3 years' service,

COMPANIES HAVING SPECIAL PLANS

Bankers Trust Co.

Banning & Co.

Beneficial Life Insurance Co.
Builders Iron Foundry

Cleveland Twist Drill Co., The
Continental Assurance Co.
Doehler Die Casting Co.

Evening Star Newspaper Co., The
Ford Motor Co.

Gordon Co., Claud 8.

Great National Life Insurance Co.
Humble Pipe Line Co., Consolidated
Laclede Steel Co.

Musebeck Shoe Co.

Pittsburgh Steel Foundry Corporation

Samuelson & Co., V. A,

Scranton Lace Co., The

Seaboard Oil Corporation

Southwest Box Co.

Southwest Life Insurance Co.

Spaulding-Moss Co.

Standard Oil Co. of New Jersey

Tremeco Manufacturing Co., The

Westinghouse Electric & Manufactur-
ing Co. and consolidated subsidiaries



CHAPTER XX
ABANDONED PROFIT-SHARING PLANS

Although this survey has been directed to the analysis of active
profit-sharing plans, it secmns pertinent to examine some of the plan-
which have been abandoned to ascertain what unsound features, im-
practical forms, and structural faults are advisable to avoid, if profit
sharing is to be successfully operated.

Any ttempt to intelligently analyze the causes of discontinuance
or abandonment of profit-sharing plans over a long period of years, or
say for the last lm\f century, 18 futile because of the mortality of
companies. In our effort to trace the history and operations of many
companies, reported in previous researches as being abandoned, they
were found to have long ngo disappeared from the scene of business
activity. Therefore, a detailed study can only be made in compunies
yet active.

From our study of a large number of companies which discontinued
various forms of profit-sharing plans, the causes for their inefficiency,
incffective operation, and abandonment can be assigned to the follow-
ing causes or faults which will encompass pructicnﬁy all cases:

1. Few, if any, gave consideration tc the all-important psychological
factors.

2. Total absence of features which established any partner-in-
interest relation.

3. Unsound design which failed to differentiate the sharing from
wages—hence intensified the wage conflict.

4. Plans designed for ulterior purposes and without honest ob-
jective.

5. Installed arbitrarily without consultation or educational effort
to create undesstanding and appreciation by the worker.

6. Depression, with resulting loss of earnings, compelled discon-
tinuance.

7. Enactment of Federal Social Sccurity Act conflicted with con-
tinuance of plan,

Detailed records of 6¢ abandoned and discontinued plans were sub-
mitted to the committee but it should be noted that 26 of the compa-
nies who abandoned some form of profit sharing either had some other
plan in operation or substituted a different form of plan. The 69
abandoned profit-sharing plans studied included the foliowing: 9 pen-
sion plans, 4 wage-dividend plans, 12 stock ownership plans, 21 bonus
plans, 22 profit percentage plans.

ABANDONED PENSION PLANS

Of the nine companies which abandoned pension plans, four were
discontinued at the time the Federal Social Security Act became effec-
tive, the companies contending that they were financially unable to
continue their pension plan and also contribute to Federal Social

200
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Security. One of these four companies—a large mining enterprise—
was faced with an unusual condition, in that one of their major mines
was exhausted, thus creating a large group of retired men. This extra
demand upon their resources could not be met at the time and their
pension plan was abandoned in favor of a retirement-bonus plan which
called for the payment of a cash sum upon retirement, which plan is
still in force.

Three of the companies went into receivership and consequently had
to abandon their plans. Two of the companies had losses in every
year since 1928 and the pension plans constituted a fixed and serious
drain upon their resources. The other company, engaged in coal
mining and steel production, also showed & very poor earnings record.

One company inaugurated a joint contributory annuity plan in 1930
but they ‘‘were obliged to abandon it in April 1932 because of our
heavy losses due to the depression which made the company’s share
too great a burden.” This company was in an industry that particu-
larlr suffered during the depression. Like the others, they were faced
with pension costs which became a fired charge against the business
and which tended to increase each year as the company grows older.
Consequently, when they run into a period of losses, the pension plan
becomes more of a burden than they can sustain. Such failures might
be due to the over-optimism of the management at the time of install-
ing the plan or it might be due to the lack of a sound actuarial study.

T'he remaining company, a large mining enterprise, abandoned their

ension plan in 1931 when the “burden O% the plan became too great.”
Flowever, this abandonment was due primarily to faulty structure to
begin with, as they granted pensions after 22 years of service with no
limitation on the age of retirement; thus it was possible for a man of
42 to retire on a pension. This is apparently what happened and when
a number of men were put on short hours they “retired” and took the
pension which would give them for nothing almost as much as they
were able to make by working 1 or 2 days & weck, which was all the
production schedule allowed for at the time. Thus it can be seen
that, in order to have a successful pension plan, it must be well de-
signed, it should be actuarially sound, and it should be within the
limits of the company’s ability to pay. Even with the best intornal

recautions, there is still the possibility of outside factors—such as

overnment regulatiors and interforonce or the economic degenera-
tion of a particular industry (such as the textile business) which might
destroy tho plan.

ABANDONED STOCK-OWNERSHIP PLANS

Considering tho drastic decline in the stock market after 1929, it
« not difficult to conceive why many stock-ownership plans ended
disastrously and had to be abandoned. In the early twenties, stock
ownership usually was considered highly advantageous and employees
were able to sce a substantial appreciation in the value of their se-
curities. All too frequently, however, the losses suffered from 1929
to 1932 were enough to wipe out all the profits gained in the previous
years plus much of the equity that the companies themselves had
donated. In many instances this loss of value created an antagonistic
spirit in the worker, which, of course, was just opposite to the effect
tﬁat had been desired when inducing them to purchase the stock
originally.

130738—80——14
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Out of 12 companies reporting abandoned stock-ownership plans,
10 gave the reason as being the decline in value of the common stock.
As one employer expressed it: “Business conditions during the last
few years have been so uncertain that it could not be predicted whether
the 1nvestment would be a good one or not and the plan was aban-
doned.” Another says: “The wide fluctuation in stock values since
1929 is the principal reason for discontinuance of the practice.” One
of these companies abandoned their stock offering to employees as
far back as 1920, when at that time they recognized some of the
weaknesses inherent in the purchase of common stocks by employees.
This company said: ‘“The stock offering was not repeated in subse-
quent years because of the unfavorable effects of market-price fluctua-
tions; when the price went up many employees sold, defeating the
purpose of accumulation; when the price went down, many employees
were dissatisfied with their ownership.”

One company, however, offered its employees preferred stock and
the stock-purchase plan was abandoned only after the company had
sold all the preferred that they felt the financial structure should
support. The company has been successful, so presumably the
offering of preferred stock to employees was a success. The manage-
ment apparently deemed it was unwise to offer their employees com-
mon stock.

The remaining company discontinued its stock-purchase plan for
employees only after the employees had acquired 50 percent of the
common stock; the employees having acquired 50 percent owner-
ship, the purposes of the plan had been achieved and consequently
no more stock was offered.

From all indications the offering of common stock to employees
at preferential rates is to be avoided, if possible, unless the company
has an unusually stable record or unless the company is willing to
assume a high percentage of the cost so that even a drastic decline in
stock value would not impair the capital which the employee paid out
of his own pocket. If possible, it would seem advisable to permit the
employees to purchase preferred stock rather than common and
although they might sacrifice some opportunity for price appreciation,
they would probably gain in the stability of their income and the
safety of their investment, while at the same time the desired “partner-
ship”’ interest would be gained.

ABANDONED WAGE-DIVIDEND PLANS

The four companies in this group all have different reasons for
abandoning their wage-dividend plans. One company—a mid-
western building-supply company—is in an industry that was severely
affected after 1929 and suffered losses for many consecutive years, so
that the plan was not necessarily abandoned because of not being work-
able but simply died because of business collapse. The company’s
operations have not returned to a level which would warrant the
resumption of extra payments to their employees.

Another company—an eastern public utility—discontinued their
wage-dividend plan after 1930, due to a decline in earnings, although
they did not actually suffer deficits. Apparently the employees
participated only after a minimum requirement for common stock
and the company found itself unable to earn this minimum. Asin the
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first company, cash was distributed under the plan so it may be
naturally assumed the abandonment was regretbeci) by the employees.

The third company abandoned their wage-dividend plan early in
1938, substituting for it a joint contributory annvity plan which they
thought would best accomplish the desired results. The wage dividend
had been paid in cash and apparently they discovered that the cash
payments were not being saved but were being spent almost as soon
a8 received. It should be noted here that a “nonpartnership” plan
was substituted for a ‘“partnership’’ plan and the employees no longer
had a direct interest in the profits of the company. }I)‘he management
has privately expressed the opinion that they may have made a mis-
take in that the basis for the increased loyalty of tge employees, which
had definitely resulted from the wage-dividend plan, no longer exists.

The fourth company installed a wage-dividend pfan early in 1937,
Shortly thereafter union organizers started to work and eventually
had enough employees to call a strike in June of 1937, which lasted
for several weeks. The strike was settled by granting wage increases
of from 10 to 14 percent and the wage-dividend plan was abandoned.
Previously the wage-dividend plan had been paying the employees
about 10 percent of their wages. A few months after the strike was
settled the union was defeated in an election which was won by an
employees’ union. There is some suspicion here that the wage-
divaidend plan was primarily installed to forestall 2 demand for higher
wages on the part of the employees. If such was the case, the plan
was doomed to failure, as this study has repeatedly stressed that
profit sharing begins only after legitimate wage rates are paid and, if
profit-sharing plans are installed as a substitute for wage increases,
there is almost certain to be trouble.

ABANDONED BONUS PLANS

The records of 21 companies that have abandoned bonus plans
presents a crosscut of reasons, some of which can be avoided while
some are due to outside factors that are uncontrollable.

Nine of the companies abandoned their bonus plans because of
heavy losses incurred over a period of froin 4 to 9 years. Several of the
companies were in industries which had started to decline even before
1929 and the conditions in these industries were such as to make
almost any profit-sharing plan fail unless designed for “long time”
accumulation. In every Instance cash was distributed and the
shutting off of this added income undoubtedly caused unfavorable
repercussions and resentments.

here is some reason to believe that four of the companies have
been using their bonus plan as a substitute for legitimate wage In-
creases and consequently were doomed to failure. One employer even
admitted that an “annual bonus was paid to all salaried employees in
lieu of raises in rates.” Both of the other companies increased wages
by the amounts they had been paying under bonus plans at the time
the plans were discontinued. It is not fair to assume that labor
would be satisfied with a low wage plus only the prospect of a bonus
they might or might not get. As one of these employers expressed
it: “The company believes that workers prefer to receive fair wages
at regular intervals rather than less wages plus uncertain Xercentages
of equally problematical profits.” This study would not deny such a
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statement but reiterates that profit sharing, to obtain the maximum:
benefits, must begin only after market wages are paid.

One company engaged in road and street paving had to abandon
their bonus plan—and almost their business—simply because the:
Works Progress Administration has practically taken over their kind
of work. This is the kind of an outside situation which might not
only wreck a profit-sharing plan but wreck the business itself, and is.
certainly a situation over which the company has little or no control.

One bonus plan was abandoned as far back as 1915 because the
“employees requested its discontinuance; stating that, unless they
could get a bonus each pay day, they would rather it be discontinued.’”
Here 18 found an example of one of the fundamental weaknesses of
cash bonuses wherein the worker assumes that the bonus is part of
his regular wages and consequently adopts a standard of living on a
level with his expectations; then, if by some chance the bonus is not
forthcoming, the worker finds himself in difficulties and may very
well blame all his troubles on the employer. Most bonus plans were
initiated with the hore that the workers would lay these funds aside
to create some capital with which to meet emergencies and with which
to take care of themselves in their old age. If employers desire these
particular advantages to accrue to the worker they had best give
consideration to some other method of payment rather than distribut-
ing cash at regular intervals.

One company paid bonuses of 5 and 10 percent of annual wages
when the employees were working 8 hours a day. When the N. R. A.
went into effect, working hours were reduced to 7 hours per day but
no reduction was made in wages; consequently the bonus plan was
discontinued as the company’s costs were greatly increased and profits
therefore reduced.

One company discontinued their bonus plan but no explanation
was given. Because of the nature of the industry, it is generally
known that there was a severe decline in earnings and there is the
distinct likelihood that heavy losses were incurred. Another compan
abandoned its plan after labor organizers had created confusion wit
their employee relations and apparently they became dissatisfied
with the plan. Particular details are lacking but it should be pointed
out that 1t is extremely difficult to have a successful plan unless the
employer takes the employee into his confidence and literally educates
his employees to the business of profit making in general. If the em-
ployees do not fully appreciate the sources and hazards of making
a profit, they are apt to become disgruntled when profit-sharing pay-
ments cease and, from such situations, there may eventually result
more harm than good.

Such a failure to educate the employees might explain why a western
company said: “The plan was abandoned not because of its cost but
because it was arbitrary and particularly because it became an expect-
ancy that was not accompanied by any discernible productive effort
to maintain it.”” Another employer echoed somewhat the same senti-
ment when he said: “After the plan had been in effect a few years,
employees took it for granted the bonus was part of their regular
compensation, and when it was discontinued it was taken as a reduc-
tion in wages or salary.” One employer apparently finally discovered
one of the inherent weaknesses of bonus payments when he said:
“We believe our plan, which based the bonus solely on length of
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gservice, would have been improved if it had been more closely tied
in with the annual profits of the company in order to get the benefit
of employees trying to cut down expenses.” That is one of the
dominant objectives of this study: To ascertain the type of plan which
ties the workers’ share directly into the profits of the company, thus
making him profit-conscious at every stage.

ABANDONED PROFIT-PERCENTAGE PLANS

The details on 22 abandoned profit-percentage plans indicate a
variety of reasons why these plans were discontinued. Three of the
.companies gave no specific reasons for abandonment, but in 2 of the
companies cash was distributed and plans were abandoned some time
ago—one in 1918, the other in 1925. Another plan required a joint
contribution by employees but this plan was abandoned at approxi-
mately the same time Federal social security came into effect, which
might mean that under the Federal law the employees would be
taken care of in the manner desired by the company. -

A group of eight companies, all of whom distributed cash, first re-
quired that capital earn a specified amount before the employees
started to share in the profits. The employees’ share ran as high as
50 percent of the excess but still it is conceivable why these plans
would be so unfavorably received. In a period of economic distress,
such as recently experienced, it has been difficult for well-managed
companies to earn & substantial amount on their capital even if they
were able to avoid deficits. Thus there might conceivnbli; be a
period of 4, 5, or 6 years when there might be profits earned, but yet
not enough profits to warrant distributing a share to the employees.
Such a condition would tend to kill whatever interests the employees
would have in the plan. Also such an arrangement would probably
be less effective in increasing the employees’ efficiency, as whatever
savings the employee might make would simply accrue to the stock-
holders and no portion to himself. For instance, assume that a com-
pany required earnings of $200,000 for its stockholders before the
employees started to participate in the profits. If the company had
come to a period when its earnings averaged $50,000 the employee
would probably not exert any special effort to increase his efficiency,
because, even though he did do so to the point of aiding in earning
$50,000 extra for the company, he would not receive anything person-
ally because the net earnings would remain less than $200,000 required
for capital. Furthermore, if the employee at some time had enjoyed
a distribution under this type of profit-percentage sharing, he might
resent the fact that profits were made and still he received no part of
them. Therefore, it is suggested that if a profit-percentage plan is
to be installed, the employees share immediately in any profits even
though the percentage allotted to them may seem small. Under this
arrangement the employee is aware that of every dollar that he can
add to profits a certain amount will accrue to himself. Thus, grant-
ing the prospects of any profit at all being made, the employee would
be more inclined to do his best to increase profits.

Four of the companies which distributed cash ascribed the reason
for abandonment to a decline of earnings and the incurring of losses.
In this respect these plans followed closely the experiences of bonus
plans which were abandoned as soon as profits disappeared. It is
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perhaps appropriate to point out here that one successfully operated

rofit-percentage plan went through 3 years in which they incurred
osses and yet 1n each of the 3 years it was possible for the employees
to be credited with substantial sums. Under this particular plan the
company did not distribute profits in cash each year but retained them
in & fund which also required a joint contribution from the employee.
The fund had accumulated to such an amount by 1931, 1932, and
1933—the period during which the company suffered losses—the
investment return from the fund alone equaled more than 100 percent
of the employees’ contributions from their pay checks in those years.
Thus, although the company actually contributed nothing but of
current operations, for 3 successive years the employees all the more
appreciated the earnings that had previously been accumulated and
invested for them. This company was thus able to maintain the
faith, cooperation, and loyalty of its working force and no expression
of complaint or dissatisfaction was heard from their employees during
this most trying period.

Another company abandoned its Y)roﬁt-percentage plan in 1925 and
substituted therefor a joint contributory pension plan. Under its
profit-percentage plan the company had been distributing cash and
1t was apparently soon recognized that this was not satisfactory as
the employees were not inclined to save it for a time of need but to
spend it immediately, which is the general result of cash distribution.

Another company discontinued their ’IProﬁt- ercentage plan when
Federal Social gecurity was adopted. They also paid out cash but
they said: “It was found that the employees did not appreciate the
plan. If they Fet any extra money, apparently theg prefer to have it
each week, If profits fall off, they are dissatisfied if their bonus is
less.” However, this company had an informal pension plan, and
upon abandoning the profit-percentage plan, the pension plan was
strengthened and arrangements were made to give greater benefiis
than had been bestowed before.

One midwestern manufacturer abandoned what was apparently a
very generous profit-perceatage plan in 1937 after his plant had been
organized by outside labor leaders. This company paid 30 percent of
profits each year to its employees, based on the earnings and the length
of service of the individual emﬁloEed. However, they said ‘“When we
entered into an agreement with the union in June of 1937, the profit-
sharing plan was dropped because of the fact that the committee
representing our union members expressed the opinion that the profit-
sharing plan was of no value.” Thirty percent of net profits, with no
deductions for a return on capital, 18 about the highest figure the
survey has uncovered and it would appear to be a most generous
arrangement. However, in view of the fact that organizers were able
to unionize the company, and the declaration of a committee of em-
ployees that the plan was of no value, leads to the suspicion that the
profit-percentage plan—very attractive from outward appearances—
may have been used as a device to keep wages down to a point not
warranted by market conditions. If such were the case, this of course
would be a violation of one of the fundamental requirements for a
successful profit-percentage plan.

This study has indicated that where there are profit-percentage
plans or bonus plans for the benefit of some special group, and not for
the labor group as a whole, fric