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February 2, 1961

The Under Secretary

to the Government of Iindia,
Ministry of Labour-- Employment,
Mew Delhi.

Dear 4ir,
le: Bonus vommizaion lerms.

In regponse to your letter No.
LC-9(41)/61 dated February 1, 1961,
this is to inform you that the AITUC
will be represented in the prcposed
meeting by the following representatives:

Shri S.A.Dange .. Delegate *
Shri K.G.Sriwastava .. Adviser
* Yours faithfully,
AR

(K.C.Sriwastava)
SECRETARY ,-
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1 FEB 1961
EXPRESS LETTER

FRQM: LABOUR, N&W DELHI.
TO : v THE GENERAL SSCRETARY Ve

ALL-INDIA TRADE UNION CONGRESS,/
L, ASHOX ROA), NEW DELHI.

v
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NO.LC-9(41)/61 DATIED N&w DELHI THE 1ST FEBRUARY ,1961.

¢
ROFURENCE MINISTRY 'S LATTER DATED 28TH
JANUARY 1961 (.) GRATSFUL EXPEUITE NAMES OF
DELEGATE(3) /A VISER(S) ATTENDING MiEsTING TO
CONSIDL THAMS RUFERENCE BC U3 CAMISSION AT
NEWELHT ON TaNTH FuBAUARY 1961 (.)
S i _ 't gy ‘\%\>tﬁ"|t;‘(f_‘;f~
i I L SR S T ( T.C, GUPTA )
folvy LY, for Under Secretary.
LI
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LC-9(41)/61 REFERENCE MINISTRY TELIGRAM
TWENTY FIRST (.) MEETING CONSIDER TERMS REFERENCE
BONUS COMMISSION wILL BS HELD NEW DELHI TENTH
FEBRUARY (.} LETTER FOLLOWS (.)

LABOUR

Not to ?e telegraphed:

T ) )

S——— e ". - l - s .
( T.C. cUpTA yY—
SECTION OFFICER,

No.LC~9(41)/61
Government of India
Ministry of Labour & Employment

o o -

Dated New Delhi, the 28th January*él.

Copy by post in confiirmations to ;-

. The ”ﬂer¢l ueCP tary,

'|' 7= g
El I. i T rade Jnlnn Congress
» iAshok lioad, iHew deow Delhi. :

CCn 1\2\ ~
( T.C. GUPTA

SECTION OFFICZR,
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NO.LC-9(41) /62
Government of India
Ministry of Labour & Employment

From

Shri R.C, Sakscna,

Under Secretary to the Government of India,
To

All Central Employers' and

Workers'! Organisgtions.,

Dated New Delhi, the 28th January,1961,
Subjeect:~ Mcaeting with cmployers' and workers'
organisations - New Delhi - 10th February'6l.

Sir,

I am directed to refer to this Ministry's
letter dated the 6th January, 1961 and to say that
the meeting of the representatives of Employers!
and Workers' Organisations represented on the
Standing Labour Committee to discuss and settle
the terms of refcerence of the proposed Bonus
Commission, fixed for tha 30th January 1961, has
had to be postponed at the request of certain
Organisations, It would now be held at New Delhi
on the 10th February, 1961. The meeting will
commence at 11,30 A,M. in Committee Room ‘'A!

North Block. The Labour Minister will also be
meecting the employers' and workers' representatives
informally on the 10th February, 1961 in Room No,
138, North Block as indicated below i=

Workers

Megeting with - 10,00 AM., to 11,00 A.M.
Employers

Yours faithfully,
~)

/
£ oo
71
‘ k;QJQ/{/i/awt,ég
( R.C. SAKSENA )
UNDER SECRETARY. A~
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. STATI _ORDINARY

| (1) HINDMAZDUR BOMBAY (2) UNITED TRADE UNION CQNGRESS . it
249 BOW BAGAR STREBT CALGUTTA i
‘ 5

' (3) EMFERATION BOMBAY  (4) AIMCR BOMBAY ' /////' &
.‘
O iy

LC-9(41)/61 REFEIXENCE MINISTRY TELEGRAM DATED

FIFTH (.) MBETING BEM-LOYERS' WORKBR3' REPRESENTATIVES
DISCUS3 AND SETTLE TERMS OF REFERENCE BONUS -#ND

COMMISSION WILL BE HELD NEW BELHI THIRTIETH JANUARY
INSTEAD TWENTYSEVENTH (,) LETTER FOLLOWS (.)

LABOUR

Net te be talegraphed:

Ne.LC-9(41)/61
Government of India

Dated New Delhi, the 6th January 1961,

Cepy also forwarded for infermation te:-

(1) T 1¢ General 3Jecretary, Indian National Trade Union Congresa,
- Janpath, New Delhi.

(2r The General Secretary, All India Trade Union Congress, 'yﬁ
L, Ashok Read, New Delhi, !

(3) The Secretary, All-India Organisation of Industrial
Employers, 'Federation Heuse', New Delhi,

. i1 U{}A

(T.C. Gupth) .
Section Officer, {1
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FOREWORD

The INTUC periodically brings out booklets and brochuics
on various subjccts connected with the trade union movement
and on cconomic problems so that the trade unionists and the
working elass can cquip themselves in organising and running
N)lll)d,.gcl1llil]c and democratic trade union movement in India.

The present booklet, which deals with questions and
principles ol lixation of bonus, has been written by Shri G. D.
Ambekar, a veteran trade unionist. who is well-known both at
home and abroad for his depth and knowledge of various trade
union subjects.

The question of bonus agitates the minds of millions of
workers in the country and causes @ lol of heart-burning and
dissatisfuction allecting production to a cousiderable extent
in the various scctors of our ccononty. The present booklet
primarily deals with the history of bonus dispute in the city of
Bombay and places a rational approach to the solution of the
vexed problem of bonus.

1 hope the booklet will prove usclul to the trade union
workers and 1o all these interested in understanding the concept
of the most controversial subject of the principles of bonus.
fixation.

S. R. VASAVADA
General Secretary
New Delhi
January 10, 1961,



AUTHOR'S NOTE

In (his booklet an attempt is made 1o briefly “trace the
history of the bonus disputes, particularly in the Cotton
Textile Industry in Bombay and to analyse the principles
mvalved in the ixation of quantum of bonus.  Asit is
the Full Beneh Formula of the Labour Appellate Tribunal
that is presently holding the field in regard to the
principles of bonus fixation, special emphasis has been
laid in this booklet on the various interpretations, and
clarifications put on the provisions of this formula and
to sce how far the working of this formula has fuifilled
s original infention of doing social justice to the
workers and the industrics.

*

G. D. AMBEKAR

Bombuy
Junwary 10, 1961,



l. INTRODUCTION

Bonus used Lo be paid at a wuilorm rate to textile workers
in Bombay during and for fow years after the First World War
and thereafter it was stopped due Lo wir boom being over. At that
time it was rccognized that a sharc had to be given to the
workers in the tmproved conditions ol the industey and. there-
fore, a uniform bonus was paid irrespective ol the individual
mill’s capacity., The practice ol giving a share to the workers in
the improved (trading conditions of the industry continued
during the pertod ol Second World Wiir also and uniform bonus
was declared by the Textile Industry in Bombay till 1945, In
1946 some of the objectionable conditions attached to the pay-
mient ol bonus were removed by the Industrial Court and
uniform  bonus depending on the profits of the industey as a
wholc was declared Cor the years 1947 and 1948 also. Bonus was
not only rccognized as an industrial claim  but was also
recognized as a deferred wage till the workers reached a living
wage standard. [t was also vecognized by the Industrial Court
that only after the workers had attained the living wage, bonus
would partake the character of profit sharing,

FFor the first time, the question ol rchabilitation cost was
raised by the mill owners in the bonus dispute [or the year 1948.
1t was in the bonus dispute for 1949 that the Industrial Court
for the first time exempled theee mills from paying bonus on
account of losses incurred by them. [t was on this award both
the partics went in appeal to the Labour Appellate Tribunal. The
Labour Appcllate Tribunal while confirming the award of the
Industrial Court also cvolved a formula for deciding the quantum
ol bonus which is now popularly known as the ull Beneh For-
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mula. Thus for the first tme the award disturbed the well
established practice, custom and tradition by depatting from the
principies of uniform bonus for the industry as a whole.

Ever since the Formula was cvolved various Tribunals and
Courts interpreted the said Formula in different manner on
various *prior charges’ and in many cases particularly in Bombiy
when surplus left alter providing for the prior charges did not
justity the award of bonus, inspite of very high profits

resulted in discontentment amongst workers. As o matter of

lact, the nature of profit is such that a substantial portion of it
accrues not as a result of the contribution of the Jubour or
industry, but duc to extrancous factors like Government policy,
market conditions, law of supply and demand cte.  The prolits
accrued as a result of the operation of latter factors is in the
nature of unearned profits on which industry should not have a
claim. Besides among the components ol cost only the worker
is not given the fair price of his labour and the profits therefore
accrue as a result ol not paying labour fairly.  As such as long
as the workers have not attained a living wage or till the lowest
paid | workers get the minimum wage as now accepted in the

15th  Session of Indian Labour Conference the bonus should

partake the character of deferred wage and must be determined
on the general improved conditions of the industry as a  whole.
Simply because bonus is given a place in the LAT formula after
the ather prior charges it cannot change the fundamental charac-
ter of bonus as a deferred wage. Morcover under the Bombay
law also, bonus is wage (since it becomes payable) and is treated
asan additional remuneration. Therefore from any point of view
bonus has to be considered as a deferred wage and will stand
above all other prioritics. Just as wages cannot be determined
on the individual mills” (units) capacity to pay and workers can-
not be deprived of wages simply because the individual mills are
not |making profits or even making losses the workers’ claim
must remain a charge on the industry because the workers™ needs
have higher priority in the scheme of social justice at Jeast till
the workers get wage on the basis ol minimum wage structure.
Even the committee on profit-sharing recommended that to

begin with profit sharing on an industry-cum-locality basis

should be tried out in the textile industry in Bombay, Ahmeda-
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bad and Sholupur. 1 a recent judgement (Ahmedabad Gratu-
ity) cven the Supreme Court has observed that cven bonus
disputes can be settled on an industry-wise basis and have been
so scttled.

No doubt, the Supreme Court has opined that the Labour
Appellate Tribungl formula has on the whole worked satisfactor-
ily and in the majority of cases, industrial disputes arising
between employers and their workmen in regard to bonus have
been  settled on the basis of this formula but this opinion has
been given without appreciating all the circumstances and  full
facts not having been placed before the Supreme Court. Most of
the appeals which went before the Supreme Court were of the
employers, Very few cases went in appeal before the Suprenie
Courl on behall of workers because of the delay and cost
imvolved and the cascs which have gone before the Supreme
Court were not of an industry as a whole but the teibunals have
applied the Supreme Court judgements in individual units to
indostrywise cases. Even so the Supreme  Court had noted that
the formula in its rigid form had become wnworkable from the
poaint of view ol labour in Bombay.

Movcover, TAT formula was not evolved after hearing
all the industries and their workmen but the same was made
applicable to all the industries in the whole country.  1In this
context 1t 1s relevant to guote the observation made by the
Suprcmic Court on the question of the revision of the LAT
formula. It observed that the , “plea for the revision of the
formula raiscs an issuc which affects ali industries; and belore
any change is made in it, all industries and their workmen
would have to be heard and their places carefully considered.
It is obvious that whilc decaling with the present group of
appeals, it would be diflicult, unreasonable and inexpedient to
attempt such a task. Thatis why we thiak that labour’s claim
for bonus should be decided by Tribunals on the basis of the
formula without attempting to revise it.”” {(1959.1. 11J 641 (662) )}

. Now coming to the merits of LAT formula it provides:—

1. Statutory depreciation,
2. Taxes at current rates.

3.



3. Provision tor rehabilitation.
4. Fajr return on Capital.
5. Provision for fair return on Rescrves cmployed s

Working Capital,

Alter pll these prior charges are met, claim for bonus

would arise. | In the textile industry in the past, the practice of

the Tribunalf and Courts wWas to avard the whole surplus ns
bhonus to thd workers but the Supreme Court has now observed
that after ppyina all these prior claims in full cven at the
present ideag ol social justice, the industry should have a lur-
ther share ij the balance as against its earlier finding in the
Muir Mills ¢ase.

e ——
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I1. DEPRECIATION

No consisient policy has been followed in regard (o depre-
ciation charges. Originally. only the actual depreciation charged
by the industry was taken into account. Subscquently the
LAT allowed (ull depreciation on all counts such as normal
and multiple shift depreeiation, initial and additional deprecia-
tion and also the development rebate as allowed tinder the
Income Tax Act irrespective of whether the industry charged
full or any depreciation or not, or whether they diverted the
profits into dividends or not. This was again changed
by the Full Bench of LAT in the U.P. Electricity casc
where they  held that initial or additional depreciation  or
development rebate should not be included for purposes of
prior charges as these were granted on considerations other
than ol social justice and Fair apportionment which formed
the basis of the Full Bench lormula.  The controversy as to
whether initial and additional depreciation should be allowed
or not has been sct at rest by the recent judgement of th
Supreme Court but now a ncw idca has been incorporated as
to what forms the normal depreciation as a prior charge and
that is ‘notional normal de¢preciation’. Tt might be a correct
approach (o charge only ‘notional normal depreciation” provid-
cd the Income-Tax depreciation represents only normal wea,
and tear of the machinery which will comc to roughly 2 to 4
percent on machinery depending upon whelher the machinery
works one shift or two shifts or more and 1} percent {o 2 pereent
on buildings also on similar considerations. But till now the
cmployers have alrcady been given depreciation on the basis of
LAT formula and as such il the ‘notional normal depreciation’
has to be calculated and justice to be done now. it would

5



mean reopening of all the past bonus disputes.  Morcover, it
is not possible to work out the ‘notional normal depreciation’
of each unit in [espect of machinery cver since the date of the
purchase of that machinery. Therefore, only the normal
depreciation on the written down valuc according (o the
Income-Tax Act excluding additional or initial depreciation or
any other kind of extra depreciation including development
rebate should be allowed.  Morcover, if only the normal wear
and tear and pbsolescence are laken into consideration, the
present rate of normal statutory depreciation would have to be
reduced by halfjand rationalised on the basis of shifts worked
provided this half is actually charged by the industry. In the
case of these industries where depreciation of all kinds and
development rdhmlc has been allowed in the past such might
be fit cases for denving depreciation as a prior charge at least
for some years :L come.

G
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only on the balance taxes will have (o be charged.

1. TAXES

The present practice of caleulation ol taxes al a uniform
rate 1s not correct as taxes arc not uniform for all lovels of
profits, ‘Morcover, the notional formula till now being applicd
had resulted in allowance being made for taxes as a prior
charge cven though the company was not to pay taxes loc the

particular year. In this conncction it may [lurther be peinted

out that taxes cannot be a prior charge before pavment of
bonus. Taxes can only be a prior charge after the proper
bonus is ascertained and deducted Irom the gross profits and
Morcover.
only such taxes should be allowed as to retain with the industry
only the amount just sutlicient for the payment of dividend and
return on rescrves.  In addition even if taxes were allowed as
a prior charge only the income-tax should be taken into
account and not other taxes.



iV. REHABILITATION

The formula envisiages that the rehabilitation requirements
of the industry arc to be met only by Lhe present generation
of workers during whose time the industry is going to be
rchubililtatcd and not by anybody clse. This bas resulted in
some cmployers putting forward ioflated claims in the name off
rchabilitation. A number of units have wiped out  their
1‘c5cr\'cj without rchabilitating the machinery and have ultimately
becomd marginal or loss making units.  Actually for the
reasons stated below the whole ol the requirements of the
industriy should not be allowed to be recovered oanly from the
profits 'of the industry, as such a heavy burden will substantially
diminish the quantum of bonus payable to workers and in many
cases may even result in denying bonus to them,

(1) Sccond World War created conditions which nott
only pushed up replacement costs but also brought in cxtra-
ordinary huge profits and it was expected that the profits would
be seff apart to rehabilitate the machinery.  But this has not
happencd.

42) Then there is another aspect of rehabilitation.  No
new machinery which is going to be replaced can be an exuct

replicg of the machinery to be replaced. The new machinery

which will be giving higher production or requiring reduced
employment cven for the same production. Thercfore, the
cmployers while bringing in new machinery will be saving in
the wage cost tor the future, at the same time the present
workers who have extefded their cooperation resulting in lupe
pro(i\L will not only face some inevituble unemployment but

3
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will get [urther dissatistied in consequence of due and proper
bonus being denicd 10 them because of the industry’s require-
muents of rehabilitation being taken wholly from the profits of
the industry and nothing being left for the future generation
which is (o reap the benefits of the rehabilitation. Thus the
workers arc likely to face some unemploviment and loss of
amount utilised as rehabilitation.

{3) The notional character of the formula does not
enable the courts to compel the employers to utilisc the money
Kept as reserves for rehabilitation.  In practice rchabilitation
reserves arc  utilised for other purposes and whenever the
industry hinds itself in need of moncey for rehabilitation, it has
to take loans from out side. The loans carry with it liability
to pay interest and repayment which in its turn diminishes the
profit further.

(4) The contention that the catire amount required for
tchabilitation should wot be met from prolits is supported by
the cconomists who arc of tlic opinion that the gap between
the orviginal priges and the replacement cost might be too big
to be bridged by yearly provisions out of profits alone. The
Working Party appointed for the Cotton Textile Industry and
other Commitiges appointed by the Government have held
simifur views, Tven the industry vecognised this fact which is
seen (rom its awn attitude in practice and actions and thtir
views expressed before various bodics.

(5) Marcover, for purposes of calculating the require-
ments of rehabilitation the pereentage of the actual vealisation
of the resale valtue of the machinery which is rehabilitated to
the value of the new machinery installed in its place should be
taken as the basis lor the estimate of the resale realisation and
the pereentage of the hreakdown value as hitherto should not
be the basis.  Similarly, in caleulating  the rchabilitation
reguirements  account should be taken of the 235 percent
rchabilitation allowance which is given under the Income Tax
Act.  The rebate is given to be retained by the Industry with-
out paying any (ax on them and therefore to this extent it
should be considercd as a contribution by the Government for

] ‘
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the rchabilitntion of the industry and the rchabilitation
requirements should therefore be ealeulated at 75 percent of the
total requirements.

(6) lu' the case ol rrhabilitation the behaviour of the
industry in flie past and the present is also a materiad fuctor
for considerdtion.  No claim lfor rehabilitation should fie if the
industry l\;llj frittered away the huge profits made as a result
of the \'cry.' contingency creating the need for extra amount
aver depreciation for rehabilitation. 1 it has frittered away its
resources eyven after it was forewarned, the industry does not
deserve any sympathy for its needs of rchabilitation.  The
industry which has wiped away its reserves by mismanagement,
ineMiciency! fraud or by frittering away in huge dividend, need
not be given any consideration for its needs of rehabilitation
as its capubity to utilise such allocations for proper rehabilita-
tion canngt be guaranteed. 1 inspite of the above considera-
tions hugelamounts can be deemed to have been allowed to be
;\ccumuhmid after payment of actuual taxes and dividend as
decided by, the Supreme Court, that is 6 pereent, on cquity
shares, and as per contract on preference and simidar shares,
such amounts should be taken into consideration white deciding
any claim!'for cehabilitation.




Y. RETURN ON RESERVES -USED AS
WORKING CAPITAL

Another item of prior charze mentioned in the LAT
formula is the return on reserves used as Working Capital,
*The reserves arc accumulated out of Cdmpany’s past profits.
These past profits have also come out of labourcrs’ contribution
and morally betong Lo labour.  Therefore if any return is to be
allowed on the reserves, such return should  go to the workers.
But legally it is the company’s money used for the Company’s
own benefit. The idea of a fair return as understood in the
Bonus formula is that some third party has to be paid his due
share from the profit. There has to be for this purpose the
relationship of a debtar and creditor, which is absent in respect
of return on reserves, I view of this, inlerest on reserves used
as Warking Capitat should not at all be paid.

Even if Tor the sake of argument it is assumed that reser-
ves are entitled Lo interest in the name of retuen, the guestion is
what shoulds be that rate of interest 7 The idea of granting
mterest on reserves used as working capital arose out of the fact
that if' the company had invested all its reserves outside they
woukl have carned  interest.  The position that row artses is
that it the company had invested  these reserves elsewhere then
the compuny would have been vequired (o borrow Working
Capital at a higher rate of interest. Therefore what  the
Company actually foses is the difference between the interest
which it would receive on its reserves if invested outside and
the interest which it will have to pay on loans borrowed for
Warking Capital. Only to this extent of the difference the claim
ol the-industry tor a return on its reserves used as Working

I



Capital can be justified. This difference is normally 2 percent.
But this return is granted after deduction of taxes. Thus a
return of 2 percent iree of income tax means a return of little
over 4 percent. Ultimately the industry gets a return of 4 percent

subject to tax whiclt is not in consonance with the basis of

granting return on reserves used as Working Capital.  Further
this interest should also be -adjusted towards  rehabilitation
requirctnents and to that cxtent yearly rehabilitation quota
should be reduced. :

12
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VI." RETURN ON DEPRECIATION
FUND

Depreciation is alrcady an item of cost being the value of
wear and tear of the machinery and as such is {ree {rom tax.
But as  the wear and tear takes a long ttme and cannot be re-
‘vovered in once year it is allowed to be retained with the indus.
try for ultimate replacement when the machine or building is
fully worn out.  Therefore, 1t is not a reserve in the strict sense
of the word. However, the Courts and Tribunals have generally
treated  depreciation fund when actually employed as working
capital at par with other reserves and have opined that deprecia-
tion fund does not differ in any material respects from any other
reserves,  Bul to allow return on depreciation on the ground
that it is being utilised as working capital is to allow a double
return on an ttem of cost. Though depreciation 1s retained with
the industry till it is utilised in replacing the machinery it can-
not fake away its character as an item of expense.  Morcover,
depreciation can never be reparded on any consideration as a
reserve available for working capital because depreciation iy
built up against machinery.  To the extent machincry s
depreciated and not replaced it looks us if depreciation is free.
But what actually happens in a proper balance sheet is  that
depreciation releases not the reserves bul the paid-up-capital,
debentures and loans making the block from being locked up
i the block.  Thercfore the real function ol depreciation is 1o
release the original Capital or Dcebentures and loans which
originally madce up the block and niot the reserves from being
locked up i the block. The block is generally made up of
paid-up capital, loans, debedtrues cte. Therefore after frecing
the toans and debentures, depreciation also releases the paid-up

13



capital for ||busincss purposes, And to allow interest on
depreciation| on the ground of its being utilised as working
capital is to allow double dividend on that portion of the paid-
up capital which is released by depreciation.  Oue is regular
dividend and the other by way of return on rescrves used as
working capital.  For the above rcasons no return should be
allowed on reserves used as Working Capital, and that in any
case, dcprcci'jtion cannol be considered as a reserve entitled to a
return as it would be clear from what has been stated above
that dcprcciuﬁion cannot be utilised as working capital.

14

s




VIL DIVIDEND

Six pereent dividend has been taken as a lair return on
paid-up capital.  This return is given betore taking the workers
to a fair wage level and therefore what the sharcholders are
given is not the real return and their share out of the profits
ol the indusiry but arc paid before the workers have had
their fair wages.  Apart {rom these considerations 6 percent
return on paid-up capital is after deduction of ali taxes.  Even
if it is assumed that the Tribunals wanted 6 percent dividend
to be paid tax-free which comes to over 9 percent to the
shavcholders subject 1o taxes, for the notional cafculation of the
bonus tormula taxes at ST percent were calculated.  This means
that the Indusivy was really given {2 pereent return subject to
taxes.  No onc can say that this 12 percent is not exhorbitent.
Even taking into consideration the lictors of risks involved,
12 pereent subject to taxes iy an exhorbitant rate of interest,
Therefore  ordinarily for a Tair return on paid-up-capital the
sharcholders can claim only a rate shlightly higher than that of
the guill-cdged sceurities.

Then there is the question of dividend on bonus shares.
Bonus shares cume to be introduced as a result of public
criticism of huge dividends and Goverament contrals, It would
outwardly appear that the industry s not paying huge dividends
when bonus sharesiwcome to be issued as [lully paid up. The
combined cflect of 6 percent on paid up capital and 2 percent
on reserves used as Working Capital has been a very unhealthy
onc. Such of the good industrialists who refused to increase
paid-up-capital disproportionately apd did not want to over
capitalise the industry and actod in the interest of the industry

l
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are being penalised by being given only 2 percent on the
reserves used ag Working Capital.  While such of the employers
who have converted their reserves into bonus shares are entitled
to get higher raturn by being allowed dividend on these bonus
shares and are thus required to pay less bonus to the workers.
This has resulted in discrimination in favour of over-capitadised
industrics.  1n/fact, bonus according to the¢ Full Bench formula
thus depends an the manner in which the particular employer
behaves and npt on merits of the concern,

The \\'or};ing of the formula in the last few years however
shows that on) many issucs the Courts have not evolved any
definite principles though in some cases broad outlines have
been laid down for fixing the quantum of bonus. The cpurts
have also lost! sight of the fact that in industrial arbitration
there is scope for a wide element of discretion in view of the
absencs ol cstablished criteria for settling disputes and also
the fact that they can take into consideration modern trends of
social thought and be i the ‘vzmguard of legislation. The
clasticity and flexibility that has been brought into the inter-
pretation of the formula has done tjustice to the labour and
social justice if at all it is said to have given, is given (o the
industry both| at the cost of society and labour.  As the working
of the formula has belied all hopes of ensuring and acliieving
industrial peace, it is high time that the formula is revised in
the light of the foregoing analysis. It is hoped that the Bonus
Commission appointed by the Government of India will con-
sider the various aspects of "Bonus including the industry-cum-
region basis and will evolve a suitable and cquitable Tormuta,
which is simple ¢nough to be understood by the workers and
works in the interest of both the Industry and Labour and
gives a content of satisfaction to both.
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Dear Comrade Sriwastav, _

I had sent you a letbter by about the middls of
December requesting you to give one information regarding
somas Commission ete. Possibly you were too busy with the
work of the annual conference at that time,

I am sending herewitin a copy of my lecter to the
Cenbral Minister for Labour. Please see if the contents
of the letter are of any use to the A.I.T.U.T.
representative on the Standing Committee whicihh is to meet
on 30th January, 1961 to conslder terms ~f refsrence of
the Bonus Commission.

Please send me a copy of the draft terms of
reference circulated by the Labour Ministry. Please give =
us also a detailed report of what transpires at the Standing
Committee,

We have not given up our idea to hold an all
industries City Bonus Caonfercnce, On the contrary our
decision has been reinforced by the appointment of the
Commission. We hope to receive your help in the
preparations of papers to be placed before the conference.

Yours fraternally,
Com. K.G. Sriwastav,
Secretary, \fy.\/- Weeiasr con
A1l India Trade Union -
Congress, .
4 Ashok Road, /Y. V.Chavan
: NEW DELHI, SECRETARY.
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/
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~ PREPARATORY COMMITTER COF BOMBAY CITY BONUS CONFERERCE

Convenors Cares Mumbad Girant Kemgar Union,
Y.V. Chavan. Dalvi Bullding, Parel, Bombay 12,
Jsmary 28, 1961. /
' Ref no (23 [6
Hon. 8hyry G.L. Handa /
Minister for Lgbour & Planning, / _
Governnant of India, /
HtW DELHI, ,\\ y
/

/
Bubjects Tarms of refarence of the propossd
dyms Conmimadon.

81ir,

We walecome the appointment of the Jomus Commission and
with regard to the terms of raferencge of this Commisaion we wwae
the following suggestion for your sympathoftic congslderation and
for the considaration of the Stunding Conmittee of the Tripartits
Labour Conforonces

JUGGEST10NSs

1. The terms of raoference should contain s clear. mention of
the ad=itted faot that the minimum wagos settled by the Wage Boardn
for Cotton Textile Indugtry, the Cement Indnstry and the Sugar
Industry and also by the 8S8econd Pay Commisaion, fall far short of
the minimum feir vage agreed upon at the léth Tripartite Labour
vonferenco, The Larms of refersnce should further contsin a c¢leara
poliey directive that in view of low wage level, it is thought fair
in the intorsnsts of nocial Justice that the workers' olaim on the
gross profita of the industry, in ttue forn of anmial Bonus should
get highsr priority,.

g The terms of refersnce should also contain a statement to
the e._feaet that the Commisslon was being appolinted ag a reasult of the
extrene discontent @%pr&wsmd oy labour against the very unsatisfactory
tonus paculting from the presect doms formila laid down by the Full
Beneh of the appellate Tri-unal and endorsod vy the Supreme Court,
end with a viovw to revise ths formula in suoh a way as to increase

the share of 1abour in profits and to give the labour claim of bomuwm



Contéd. 2= Proparatary Committee of Bombay City Bokbs
Confarenca,

3. The terms of refarence should also include a directive to

thoe Commission to gover the emoloyees of 'industrial and commoraeiel

undertakings fn punlie secgtor, in thelr investigations,

d, The Commiznion should be asked to report within aix moathn

from tho date of comuwuniocation of the terms of raferan-s to the

Commilssion.

BRIBF NOTE3 Ol THE BUGGRILT IOHs

Buggoestiona (1) and (2) are necsessitated by the faoct that
the vomus demunsd has bean subjact of seores of doclsions ol the
Suprene Court, the‘highast Judieial triounal of the asountry., The
presaent ideas about the order of priority of various gharges on
arofite and about labour's shuare in profite have bagoms fixed to tLhe

i potat of rigidity am a result of rapaated formlation and of belng
onrkad cut in detall time and again. These ideas havo deen almost
;annotified by repestaed enﬁorswments‘oy thio Suprene Court, Thorae

{ore, if any chango in the Bopus Formuwla ﬁt srasent holding the
field, 19 desired us & matter Of s0cial justice, the docision han
to ba a politiesl one, on Governmental leval,

With regard to tha gsu . gostion (3) it 13 submitted that an
bomis has coma to hHa dy now recogniszed ap a rightful olain of
employees and as bomig is belng paid in almost all the sizadle
undertakings in privatne gector and has thus come to eonatitute a
part of existing wuge level, the =ame can no more be denied to
enploysos working ln esployments otheyr than in tne privste sostor.
Lspooially strong is the gase of employoos of {ndustrial and
commereinl undertocings owned by Governnents or Seni-Govarmment
hodies, Refusmal to pay bonus or to incresse quantum of boms to
onployeas of undertakings whioh wore formerly owned privately buf
wero later natiomalised, on the ples thot the undertakings were not
being wvorked for profits anymore, had given rise to discontent am
dispute§ in concerns liko Life Inaurance Corporation, The State
Bank of India, the Reserve Bank of Indis, the Bomdbay Eleetriocity
Bupply and Transports It $s true that the right of employses

wArYdae 1An ntthlln gentne $0 flpnrlye mganynlsey
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3= Presarstory Commitfee of Bombay Citg Bonus
s}

nferen:o,

The need for timg 1imit has boon demonstrated by the

inordinately lom: time taken by all the Wage Boards and the Sesond

Pay Commission to submit their reports.

Copins

o

1)

2)

3)

)

tot

Secerotary,

Btanding Commitiee,

Indian Labour Conferance
(Tripartite)

KEW DBETLHI,

Secretary,
411 India Trade Union Congrens,
WEW DLLHI,

Secretary,
United Trade Unlon Congress,

Seorotary,
Hind Magdcor Babha,

Yours fatthfully,

b&“\j‘C_L“LMjkaﬂ

Convener.



February 2, 1961

liear Com. Chavan,

Many thanks for your letter No.1237/61
dated January 28, 1961.

The meeting on February 10, (Januarv
30) meeting w~as postponed, will digcuss
terms of reference to the Bbonus Commission
and also may take the question of perso-
nnel up for discussion.

The draft terms of reference is
enclosed.

I have In mind calling of a meeting

of representatives of unions in various
States, specially those who deal with the
nuestion of bonus, after the terms of
reference and other preliminaries are
finally settled. In that meeting, we would
discuss the issues and prepare a memorandum
in detail. dJe will let you know the venue
and date of the mecting.

.

dith prectings,
Yours fraternally,
" hl.*': W
Com. 7.V.Chavan, (K.G.Sriwastava)
Secretary, SECRETARY |,
Mumbal Girani Kamgar Union,
Dalvi Building, Parel,
Bombay 12.



BONUS COMMIS IO
Torms of Reforcnae ~ amended draft «(AITUC)

LR N

1. To considar in rolation to worimen (as defined in thoe
Indugtrial Disputes Act) In Industrloes and establisiments
of both private and publilc sectors, the quostion of
paymant of bonuas on consldoration of profits and losses
and rocarmicon! principles for emmputation of bonus amd
mothoda of pamant,

2. To dotomine the oxtont to which bonus based on
profits ghould bo influoneced by the provalling wase leveol.

3. To rooonrond how the prior chapges should bo
enlculntod i to dolom: ine other conditions undor
vhich horus payments based on profits should hoe nade,

4, To considar whether the bonus due to workers, beyond
a spocified :mount, should beo paid in the form of National
3avinps Cortificates or In any other foim.

5, To eomsidor whother thero should be lower and upper
limits for distribution in one year.and, 1f so, the
mannor of carrying forward profits and lesses ovor a
proscribod parilod,

€. To suggest an appropriste machinory and method
for tha sottloment of bonus disputes, and

7. To nake gich recompendations regarding the
quostion of jlonug bascd on profits as tho Carmisslion
deams miitnble,
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BOMBAY STATE BANK EiiPLOYE£S FEDERATION
£handelwal Bhavan,lst.#loor,
, 166, br,D.Naro ji idoad, Foxt

BOMBAY ,29.6, 1961
URGENT b

To: ALL UNITS. \// .

{Dear comrades,

Bonus issue in banks - Private & Public
sectors,

Units must have alrecady received the Circular No.85/61
issued by the AIBEA on 25th Septr.1961 in respect of Bonus
reference.

2, Units are aware that since the reference of bonus issue
tc the Natiorlal Tribunal (Bank Disputes) is not linked to any
particular year and also no quantum, and ‘more particulerly

the reference does not include the State Subsidiary Banks

and the State bBank of India, the bank cmrloyees all over the
country observed a vrotest day on 18th November,1960 against
the kind of vapue and meaningless reference by the Government.

3. The Central Committee of the AIBBA at its meeting held
in Bombay on 14th and 15th instant considered the entire

matter afresh in the revised context including the appoint-
ment of a Bonus Commission by the Government of India.

L. The Central “ommittec, after discussion, decided that

the AIBEA should make all out efforts to see that the entire
bonus issue in the banking industry - both public and private

ssectors - should be reforred to the Bonus Commission, and
accordingly decided to move the uovernment of India in the
matter.,

5. The Sentral Committee has called upon all units to
send telegrams and 21so write letters to the Labour Minister
Govt,of India, recuesting him Lo include the banking industry

'+ = bublic and orivate sectors - in the reference to the Bonus

ommission, The Central Committee has also called upon units
to write letters to the LGentral Trade Union organizations

in respective States requesting them to support our demand
at the ensuing 19th Tripercite Indian Labour Conference to

be held at Bangalore.

=

6. The ALLBA has already <vldressed a letter to the Labour
tlinister in this connection a copy whereof has already been
attached to the abovementioned circular of the AIBEA, The
AIBEA has' slso written 1o the ventral Trade Unions at their
all-Indias headauarters to suonort the domand for inclusion
of the benking industry -~ public and private sectors - in

the Bonus Commission, '

Tc Our Federation has slready sent the following telegram
to the Labour Minister:-

" & LINDLY INOLUDE BaMKLING 1HDULTRY BOTH PiIVATE AND
PUBLIC 5£0TORS IN THE Rirfhoiicls TO BONUS COwMISSION

A1l our units are requested immedictely to send similar telegram
to the Labour Minister and send a ‘copy of the same to us

and to the AIBEA camp office at Bombay. We heve also sent
letters to the Labour Minister and the Central Trade Unions

as per copy attached to this circular, All our units are
requested to immediately write similar letters to the Labour
Minister, and to the Centrsl Trade Unions with a copy of each
such letter to be lorwarded to us and to the AIBEA camo office,

With greetines,

: Yours comradely

fine: G, Socrotary,
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18. For the aforesaid reusons, inter alia, it 1s submitted

that [in any terms cof relovonce to bo fixed for the purposc of
the proposed Bonus Ceomwicslon, Banks should be excluded from its

purvicwe. s

Ol s




tueral Secretary, lIndian Natlonal Trade Union Congress
‘ Mazdoor Manzil, Parel Village, PARLL, Eombay,
The General Secretary, Hind Mazcdoor oabha (Bombay) Servants of
) b [ndia Society Home,Pr athna oama], Bombay,
The General Secretary,ilaharashira naJyu Irade Union Jommittee
of AITUC, Dalvi Bldg.,Polbavdi, Parel,-Bombay.
The Gpkneral Sacretary,United Irade dnLon vongress, Kavarann
dan . ion,Frere Road, Lombay,

Desr Friend,

Inclusion of banking industry - both private and
rublic sectors - in tho reference to the
DONUS Ui tooLON

{Ee understand that the ensuing 19th Trlpaftlte Indian
Labodr Coniference, to be held =t L-onoalore in the 2nd week of
October, 1961, will discuss ®i ond finalise the fkrm" of
reference to thoe Bonus Commission ard 1he industries Lo be
covered by the reference,

1

For In this connection we have to inform you that:-

(a)/in the past althouph thore were all India adjudications
in the banking industry, the bonus issue in the banking
industry was not adjuaicated upon due to the anamalous
provision in the banking Companies Acty

(b)fdue to the tireless efforts of the bank employees and
their national organization the All India Bank Employees
Association, the Government brought in an amendment to
section 10 of the Banking Companics Act whereby bonus
vould be concidered as an industrial dispute;

(cl even sfter such an amendment vas made, the Government,
for a long tLime, did not =t all rofer the nending bonus
| disputes for adjudicotion;
(d} vhen the Sastry fward »as terminated by the bask employees
| end fresh charter ol demands were submitted on the Banks
and the Government in the month of Arril Hifte 1959,
the Government, ingtead of honouring the nromise given
by the Labour Minister tec amnoint a Commission, appointed
2 Netional Tribunel on 21st March, 1960, but the terms of
reference did not include bonus;

(g) Thereafter,due to the insistent pressure orought by the
bank employces and their national organization the All
Indis Bank bLmnloyees Associuation, the Governmentmade a

eference to the same National Iribunal in res pect of
bonus in the i'ollowing manner:-

"BONUS - Principles and conditions under which payable,
qualification or eligibility and method of computation,
after making provision for all matters for which provision
is necessary by or under any of the Acts apnlicable to
Banks or which are nsually nrovided by the Banks".

Apart from the fact that the reference jis itselfl very
vague and does not cover bonus [or any particular year
and also the quantum, the Government did not include

the State Bank of Indis and the various State Subgldlnry
Banks thus takineg the ontire public sector of bank
amployees out of Lhe nurview of the bonus reference,

0y

(L) before meking he above refevence, the Government, with

! a view to frustrating the efforts of the bank employecs
to ret nroper bonus, effected an omendment to the
Banking Companies iet by introducing a:Section 34~A to
the said Act whereby an inviolable right was given to any
Bank Management not to Jiscloce the wrofits and tho real
canacity of the Bank betore a Tribunal and if the

0-----..-2
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Tribunal woanted to know such profits it may ask the
Reaserve Bank of lIndia which, after considering sound
banking oprinciples aud many other factors, may inform
the Tribunal as to what amount out, of the said secret
reserves could be taken up into consideration to assess
the capacity to pay or no amount to be considered also.
The effect of this amendment is that even the [igures
that might be given by the Reserve Bank will not give a
full picture of any Bank and the Tribunal cannot guest on
the correctness or otherwise of the figure that.may be
supplied by the Reserve Bank of India,

(g) Thus it will be seen that by making such a vague and
narrow roeference to the National Tribunal and also
excluding the public sector banks - the hopes of the bank
empnloyces to settle the long skzriing pending bonus
dispute are Luing frustrated by the Government;

(h) AlLl out efforts on the vart of the bank ecmployees and

their organization cven to get an amendment of the present

Bonus refercnce to the Hational Tribunal and to get
inclusion of the nublic sector banks were turned down
by the Goverrment without assigning any cogent reason
vhatsocver.

2o Recently the Government of India announced that the terms
of reforence to the BONUS COMMISSION will also include Public
Jector Commercial tstablistiments, but so far the oublic sector
ecsbablishments in the banking industry have not been included
in the reference, :

3.+ While all other industries will be included in the Bonus

Commission, you »ill see that o5 section of the banking induscury
is being covered by a vague and narrow rcference before the
present Bank Tribunal and 2nother scction has not yet been
included either before the Tribunal or before the Commis sion.

L., It is in this context and in the interest of having one
forunfwith wider scope to decide the Bonus issue, that the bank
employees' organization approached the Government of India

with & request to include the BANKING INDUSTHY - public and
private secclors - in the reference before the BONUS COMMISSION,
The All India Bank Emplovees Association and its units have
already written to the Labour Minister of the Government of
India in this connection, otating that since the pending Bonus
reference has not yet been heard by the Bank Tribunal, it would
be in the interest of all councerned to include the entire
bonking industry before Lhe Ponus Gommission, ;

5. The A1l India Bank Bmployeces dssociobion has also written
to the all India nheadauarters of =1l Central Trade Union
organizaltions sceking their supeort in helping the bank
employges of the country to tnke up their bonws problems before
the Bonus Commicsion along with all other workingmen, The

All India Bank Employees Associstion has anpesled to the Central
Trade Union organizations who will be meetine in the ensuing
19th Tripartite Indian Labour Conference at Bangalore on 7th
Octobew,1961, to prevail on the Government and the employers
for inclusion of the bonking industry - both private and public
sectors - in the Bonus Yommission,

6. 1t may be notoed that the Bankers are opposed to the
inclusion of the Banking Industry before the Bonus Commission.
This clearly shows that the Banks are not interested to get such
an important dispute resolved,

715 We,therefore,request you kindly to see that your represen-
tatives attending the 19th Tripartite Conference support the
demand of the bank employees of the country for inclusion of the
banking inductry - public and orivate scctors - in the Bonus
Coomdecien so bhigl the Joner vendine bhontus dicoute in the banking
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issue of all workers.
8. Hoping to hcar from you ond thanking you in the meantiae.
With grectings,

Yours fraternally,

sd. P.K.Menon
General Secretary,

Gony of lebLter sent Lo the Labour Minister

Shri Gulzarilal Nanda, Minister for Labour & Employment,

Govt.of India, NE- DELHT.

Dear Sir,
re:fonus Commission - inclusion of banking '
dndustry _in_the reference to -

Ve conlirm havine sent you the foliowing telegrami-

TOKTHDLY INCGLUDE BungInG INOUSTRY BOTH PRIVATE AND PUBLIG
SBOTORS IN TiHe Beirean Mo 1O Sonts S00MISS TONY

2. In this connecoiosn, our national organisation, the All India
Bank Employ<es dssonintion, has sddresszd you per letter of
16th Sephember 1901 reguesting you kindly to include the

public and private saectors of the Benking Industry in the
reference to the Borwe Commission appeinted by the Govt,

3. You will apprecists that while the reference to the
Bonus Commission will PFave vory vide scove and will not be
fettered by what 45 or ia nob cettled by the Suprene Court of
India, such are not the powers invested in a Tribunal, ad,
with the legal limitations that now exist, the interests of
the bank ocmpfoyces could be potter served only by giving them
an opportunity to’ agitate their claime for bonus before the
Bonus Commission,

L, The Bonus .re-reace at vresent pending before the
Mational Tribuusl (Bank Disputes) does not cover the State
Bapk of Indi: and the O"tate subsidiary Banks; the reference
is not in torms with the demand of the bank employecs, amx
since it does noh cover payment. of bonus for particular years
or specilic ,quantum, 1ou are also awere that our national
organization the 11 lndin Bank Emnloyees Association had
addressed letters in this connection to you requesting you to
amend the reference cccordingly, but so far the Gov ernment
has not #@cceded to this request, From thé recent reports in
the press it is loearnt that the Government are sceriocusly
considering the inclusion of the public sector commercial
establishments in the reference to the PBonus Commis sion., This
would entitle the inclusion of the State Subsidisry Banks and
the State Bank of India in the reference to the.Bonus
Commission.,

5. It is for the above reasons, therelore,we appeal to you to
pleasec include the entire bonking industry - both public and

"private sectors - in the reference before the Bonus Sommission

appointed by the Government of India,

6. Since the hearings on the pending bonus issue before the
National Tribunal (i!ank Disputes) has not yet started,we would
urge wpa® you to expedite the inclusion of the entire hanking
industry - public and private sectors in the reference to
the Ponus Commission at Lhe forthcoming Indian Labour
Conference at Bangalore.

, Yours faithfully,

Sd/- P.K., Menon
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Dear Nandagl,

‘jiirtake the oppbrtunity of congratulating you for the dedision
! 'to include the:Public Sector underilakings within the Refercence to the
'+ Bonus Commission.

e 2. - 1 understand that the Bonus Commission would ,e principally

¥4 entrusted with the task of dzciding the concept of profit shering

¢ bonus and: recomnend a formula for the verious industrics referred to

ite - T'alse understand thet the-seid Commission will not be fctteredu

by any'séttled concept or formula and that the scope and gurisdic-

tion»of~theéiBonus Commission 'would be wide euough to po beyond the

_ uuncept on'which is bascd the full Bench Formula of L.A.T. 1:of 1980.

‘43. I am informed that the Government has decided to refer to

i the Commlssmon all the important industrics, together with 21l the

J'Public Sector Commercinl andertakings, excludlng, however, up001f1ed

| Rablic utlllty services. o
| *IJI ' g . 0w N

' ’f”'l4 pu! w1sh to dr v your attention that the uovornman of Indl&
by an order.lNo. SO- .288/l dated 22nd Soptember, 1960 rcferred the Bonus

dlspute in the Bnn“lng industry to the Natlon“l Industrial Tribunal

~and the terms of ilefercnece read'‘as under:

"Bonus - Principles and conditions under which payable,

' quelification for eligibility eand method of computation

- after mdking provision for all m:tters for which provi-

3| sion is necessary by or under any of the Lcts applicable to
! the Banks or which ere asually provided by the Banks."

dowever, the State Benk of India and the State Subsidiary
Banks ‘have not bubn included in tlu s id lefcrgnee before the
Netional Industrial Tribuncl. "

A

5- My Organisation, the ull India Benk Emoloyces issociction,

approached your iiinistry for inclusion in the said keference to
the N%tlona Tribunal, the State Rank of India and the State .
Subsifliary Banks- by their letter No. 53(V)/60,/56238 dated 8th Nove,
1960.| In reply we were inforued by the Oovernment by their letter
No. 10/153/60-LikIV dated 17th uspril, 1961 that the Government was
unable to accede to the rearcst of referring the issue of proflt
shering bonus of any Public Seccter undertaiing.
B. You will agree that tuc scope of the present adjudication
is circumscribed by ,the decided concept of orofif sharing bonus on
which is based the Full-Bench Formula as enproved and settled by
. the Swpreme Court. I fail teo understand wny the workers in the
' Banking Ijdustry should be shjected to the limitation of the concept
. of pPDflt sharing bonus and thus be depived of the benefit by the:

emergence of any new concept which the worics of all other industries
fi: would be entitled to.

7. I draw your attention to another peculiar situation that
will prise in Benking Industry es a result of your decision to incor-
noratic the Public Sector Commercinl Egtablishments before the Bonus
Commifsion. The Private Scctor Benking Conpanies would be before

l
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" including its public secctor should- be referred to the Bonus

-De
the National Tribunal having limited Jurlsdlctlonﬂﬁ.Lll other
ihdustrios and othcr Public Scctor commercial establlshmentsq
will be before the Bonus Commission having a w1de “ﬂurlsdlﬁq?
tions SN L

\

Commevclal Establlshmcntu, an opg ortunity to &glt”te the issue
of profit sharing Bonus before the Bonus Commission, the exclu=!
sion of the State Bank of Indiu and the State Subsidiary. Banks”m
should not arige. .In case you decide to include only the State 1
Bank and State Subuldlary Banks in the Keference bofore- the i
Bonus Comm1031on, another. anomoly will arise. Whllest the wage 4

structurc and servicc conditions of the employces in both the LG
Public end Private ‘Settors in the Benking industry will be de01ded
by one adjudicating machinery, in respect of Bonus, there will rV” 1
emerge two forums with diffcrent scope and jurisdiction, y n1|‘

9. Under these circumslances so as not to cause hardship ‘&#t;.'
to any scction of tue Bank cuployees, the Banking I.dustry i |

Commission, T may inform you that the hearing on the Bonus
issue pending before the National Industrial Tribunal (Bank
Disputcs) has not yet started. L

. g | ol
10, I em confident that you will very kindly cccede to S
my request for the inclusion of the Banking Industry including ‘"”

its Public Scctor the Bonus Commission. rg_

=

With kind regards,

/ ' Yours truly,
! (Sd) PR&BHLT KaR,
To General Sgeretary,
Shri Gulzari Lal Nonde,
Hon'ble Minister for Lobour & Employment,
Governmnent of India,

NEW DELHI
g aat
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*r Copy of the letter dated 22nd September 1961
§ 1 addresued by The ALl Jndia Bank Employees' -
4 L iMssociation, to the General Secrctaries) of- i
~!‘rgilﬂﬂll India Trade Union Cougress, United TradesUnlon
S0 Lnn Congress, Indian National Trade Union Con"ress

: '{’fﬁ;~ and Hind idazdur Sabha.
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Dear Friend,

We are glad that bocuuse of your earnest persuasion the Govt.
India has agreed for Lhe aop01ntman ol a Bonus Commission wit® - wi+:
to lay down certain fornulae in respect of various industries. We are
also thankful to you for having mede the Govt. agree to refer within i
its scope the question of profit-sharing bonus in respect of Public -~ =%
Seclor commercial undertakings.

e wish to bring to your notice a peculiar situation in the . =
Banking Industry. The Govi. of Indie has referred the Bonus Dispute 3 i
in the Banking Industry to a National Tribunal and the terms of re- i
ference read as gnder:-

]

"Bonus - Principles and conditions under which payable, qualifi-| |8
cation for eligivbility and metiod of computation, after making i
provision for all rattere Lor which provision is necessary by or
under any of the lots appllcable to the Banks or which are usually g I
provided for by Banks." '

. Strange enough thut the cases of State Bank and State Subsidiary
Banks have not becn included and the reference does not relate to
Bonus for any particular year.

We understand that the 3Sonus Comuaission will be entrusted with the {
task of deciding e concept of profit sharing bonus and recommend for- ”
mulea for various industries referred to it, &nd also it will not be : &
feltered by any settled concept or formula ead its scope and- T ey |
jurisdiction would be wide enought ¢ go beyond the full Bench formulae 4?§'
of the L..L.T. Tie hope you will acree with us that there cannot be. |

any reason why the Banking Industry should be deprived of such benefit. . E
_Secondly, as the Govt. has agreed to refer the cases of Public Sector =1 |
Commercial undertaking why the employeces of State Bank and State Sub- @l o

sidlary Banks should be excluded {rom the scope of any forum..

We have already rniade Pepresentation to the Honourable Labour 3
Minister requesting him to include the Banking Industry with its pub- ==
lic scctor in the refercnce before the Bonus-Commission. Ls the issue
of the Bonus Commission and its terms of reference are going to be
finaliscd inthe 19Lh Indian Labour Conference to be held on IOth.and fa
11th October 1961 at Bengalore we shall be much obliged if you will '/
kindly sce that the Banklng Industry with its public “sector is also
-referred tot he Bonus Commission. We are confident that your orga-,
nisé¢tion as usual will help wus in this matter. Sl
\ Can e

"L With greetings, Rl

| Fraternally yours,

{ li_'l ¥ I h
Lol (Prabhat Ker) aé’
| : General %ecrctarv i
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Government of India - o 53
, Ministxy of Labour & Employment Vil
. . -/_-“
From N

Shri B. I« Khanna,
Under Secretary to the Government of India,

To
All Ccntral Pmploycrs and Workoras!
Oxganigations. uﬁﬁ
. ‘(\'t \\_“

Dated New Delhi,the . - "

S8ubject:~ 19th Session uvf the Indian Labour Honference - Bangalore=
9th and 10th October,1961.

8ir,

I am directed to refer to this Ministry's letter dated the
1ith August,1961, and to say thut the 19th session of the Indian
Labour Conference will commence at 10.A. . on the 9th Ootober,1961,
in the !Banquet Hall', Vidhana Soudha, Banaglore, The Labour

‘Minister would also be meeting informally the Eaplcoyers' mm/

Workers' representatives attending the Conferenee in the!Conference
Hall' first floor, Vidhana Soudha, on the Tth October,1961, as
indicated belowiw :

Meeting with Employers. 3.0 P |
i Meoting with Woxkcrs 4.30 P.M,
2. Arrangements for the stay of the omployars/vorkers delegates

and advisers will he made by the Mysore Government, if required.
Phoir requirements, if any, with informetion whether veogetariam

or naon=vegetarian meals will be preferred, may kindly be intimated
inmediately to the State Govermment (Shri L. Lingihh, I.A.S., lLabour
Conmissioner, 8-Infantry Road, Bangelore-I). If any asistance is
required for the omployere/vorkers delegates and sdvisers in the
matier of booking of returm jJjourney by rail or by air, this may
also be intimcted to the State Labour Commissioner, Shri Lingiah.

3. It is requested thut a copy of the communication addressed
to the Mysore, Government may be forwarded to this Minisiry also.

Yours faithfully

/0D N e

(Bo R, Khanna)
Undexr Secretary.
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United Bank of India Employees' Association

REGD. No. 23i6
(CENTRAL COMMITTEE)

v
L1

ALL CORRESPONDENCE TO BE - ( 20, STRAND ROAD,
ADDRESSED TO GENERAL SECRETARY CALCUTTA-1.
Ref. No..CCAO/ /7% /61 | Dated Dotobar. & .19 1.

The General Secretary,

All India Trade Union Congress,
¢/0. 19tk Indian Labour Conference,
BANGALORY.,

Dagr Friend:

You gre aware that the All India Bank Fmnloyeos'
Asgociation has dbeen urging on the Gowernment of Indig
on our behalf for inclusion of Banks both in private and
vublic sector in the reference of the Bonus Cormission
which has been apwointed for deciding on the Bonus Issue
in resypect of other Commercial undertgkings.

The referaence on Ponus made dy the Covernment of
India to National Industrial Tribunal (Bank Msputes)
Bombay in resmpect of Banks from whioh the state Bank of
Indig and the Reserve Bank of Tndia has been excluded
has been considered useless because of the veguriol. .7
the heference and arbitrary division betwesn the »ublic
: ferctor and the rrivate feotor in the Banking Industry.

e approach you to use your good offices and
influence for a favourgble decision for inclusion of the
o2 Ponus case of Bank employees in the refarence of the
Bonus Commission in the ensuing Indian Labour Conference
st Bangalore and eventually acceptance of sagme by the
Covernment of India,.

ool

Yours’ truly)
A "
ky*

GENTRAL SFCRPT ARY
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UNITED BANK OF INDTA WMPLOYEES' ASSOCIATION
R D, NO.2316
CFNTRAL COMMITITE
20, STRAND ROA D, CALCUTTA

Tele ( Gram ¢ BANKWO HKER : Dated, October 5, 1961
" ( rhone : 22-1151

. )
CIRCULAR NO.CC/46/61 \_/

?0 ALL BRANCH & STATW UNITS.

(For favour of Circulation)
Dear Friend:

The AIBFA in course of the two meetings of its Central
Committee held on 21.9.6( gnd October 1960 discussed the Bonus
‘reference before the N.I.T. Bombay which was in the following
language 3

1 "Bonus - Princinles and conditions under which
rayable, qualification for eligibility and methnd of
commutation, after mgking vnrovision for all matters
for which nrovision is necessury by or uvnder any of
thy acts apwlicaovle Lo the Bsnks or which are usually
nrovided by the Banks,!"

and exnressed its comnlete dis-satisfaction against such general
reference without mentioning for decision of the Tribunal the
quantam neyable for narticular years by differcnt Banxs,

The non-inclusion of the cases of the State Bank of India and the
Reserve Bpuk of India was also congidered gs a glaring omission
as that would create a cleavage between ths Bank emnloyees in the
nrlivate sector and the nublic sector.

A Benus Commission has in the meantime been armvointed to
decide the Bonus clalms of emnloyees in Commercial undertaking
in the nrivagte and the vublic sector excluding Danks. In the
context of tho anvoincrent of this Comnission the AIBREA has already
been moving with the government for inclusion of Banks both in |
nrivate and nublic sector in the Bopus Coimmission. The final
decision in this resnect is likely %o emerge from the 19th Indign
Labour Confefence to be held at Bangalore in the secoi:d week of
October next.

With a view to create nublig oninion and bring necessary
nressure on the government for inclysion of Banking Industry in
the referance of the Boaus Commissign the AIBEA has directed its
units to take the following steps ¢ °

(1) Sending telegram to Labour Ministry,
Government of Indila.

(2) Letter to the Labour Ministry with conies
to ATBEA Camp office at Bombay.

(3) Letters to all Central Trade Union Organisations.

We giva below the conles of telegram and letters sent by’
us in the above connection. s

1. Cony of our Telegram to the Lgbour Ministry, Government of
Indig, New Delhi,
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MPONUS REFERFNCR-N,I.T. UNACCEPT ABLE SPECIALLY
TOR ITS VAGURITSS AND NONINGLUSION OF ST ATR
BANK AND.RESWRVT.BANK URGING INCLUSION BANKS
IN BONUS COMMISSION RFFRRRNCE! , ,

'2. Qgﬁy of our letter to Labour Ministry, Governmenc of Indla,

New Dglhi,

To Dated, October 5, 1961
The Hon'ble Minlster for Labour &
Fmployment,
Government of India,
New Delhi, ‘ »

Dugr Sir: 0

We understand that the Covernment of India has apnointed a
" Bonus Commission! .and have decided to refer to it all the important
industrics together with all ths Public Sector Commercial  undertakings,
excluding, however snecified nuglic utility services, to:decide the ™

concant and. formulae of nrofi® sharing bonus and recommend the same

for the various industries reteLred to 1it.

"fr wgh L this connection we would refer that the Govt. by an
order . in 19€0 has; referred the Bonus issue of the bank emnloyees
before the National Industrisl Tribunal {(Bank Disnputes) but in the.
sgld reference the employees working in the State Bank of Indla and
State Subsidiagry Banks have bwen excluded from its” scone. Inspite
of revegted renresentations ty the A.I.B.E.A. the Govt. refused to
include the State Bank and State Subsidiary Banks in the sald Bonus’
Rofarenca.

Now hgving the Government decided to anroint the Bonus
Commission both relating to Industries in Public and private Secter,
we would urge unon you to witlrlraw the Bonus reference relating to
Banking Industry before the Nntlonal Industrial Tribunal (Bank Disputes)
and include the Banking Indus5vy to be referred before the Bonus
Commlssion., We also urge upon you to include the . State Bank of India
and State Subsidliary Banks in such reference before the Bonus s
Commission gnd thus afford Oﬁ“ﬂltunity to the Workers in the Banking
Industry as a whole to have tiv: benafit of the formulae relating to
proflt-sharing bonus, jointl" with the workers and emvloyees in other
Public and Private Sector incustries.

We hope that you will acceds to this reassonable request of
ours and will, do the.needful :: requested in the letter of A.I.B.E.A.
dated 19th Sentember, 1961 adaressed to you,

R4 : . Yours f_aithfully,

: \ g8d; Tara Das
GYNYRAL SFECRET ARY

3. Cony of our letter tc the Central Trade Union Organisations, *

Dear Comrades, _ Dated, October 5, 1961

You agre aware that the All India Bank Employeest : Association
has ‘been urging on 'the Government of Indla on our behalf for inclusion
of Banks both in nrivate and nublic sector in the reference of the
Bonus Commlssion which has been apnointed for deciding on the Bonus
Issue in resmnect of other-Commercial undertakings.

The reference on Bonus made by the Govermment of India to

mtios

-+
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"n&l: +nf"to National ' Thdustrial Tribunal (Bank Disrutes), Bombay,. in resmnect
1 “of Banks™ from which the State Bank of India and the Reserve, Bank of
" W Indiaihasiibeontexcluded has been considered useless because .of the
iy vaguenessﬁﬁf ‘the’ Reference' and arbitrary division. between;the,pPublic
:alﬁumc ‘sectoryand! the privato Sector’ in the Banking Industry.;,

B & e ,l,.,- '1 .' e 0 Ao = ok ST Sa SRS FICELN bt SR
k!%#aubn. =5 € by Wewannroach you to use your good offices and influence
T for a favourable decision for inclusion of the Bonus case of Bank

emnloyees in the reference of the Bonus Commission in the ensulng
| garIndianilia sBour:Conference 'at 'Bangalere and eventually accentance of

3¢ ' sameBy.ithe Government of India. B kol 4 B w
B '\| 'm{-r— )"ﬁ' A m:l'ﬂ"l-ﬂ R Ry ! .o :
Vil o AVI T GUNC e D Yours faithfully,,
-ap;a? T.TaU. 0 - - P . o tires Bl
| R St H Ma SERaey (i £ e ' : "''sd: Tarn Das . .
il = PSR ok s GENERAL SRCRETARY
:- i 4:f- -l 3 f ple LRR S
;1'?33L“n i g -}“we also give below the conv of letter sent by:'p,I.B. E A

to' the Lapgur Ministry, Government of Indig, New Delhi.n

"Dear Nandaji- e . , - Dated,: Sentember 116, 1961
' iy 1
e take the onnortunity of congratulating you for the decision
to includé the nublic Sector, undertakings within the Reference to ¥
the*Bonus“Commission.[_' L :
2 1Y I‘under stand that the Bonus Commisslon would be princinally
“lentrusted” with the task of deeiding the concent of profit sharing
bonus and recommend' a formula for the various industries referred to
1t. I also understand that the sald Commission wlll not be fettered
by ‘any settled concent or formula and that the scope and jurisdiction
6T 'the’ Bonus Commission would be wide encugh to go beyond the cancent
“Aon which 1s based the full Bench Formula of L.A.T.y 1 of 1950,

-3 I am informed that the Government has decided to refer to the

Commission all the imnortant industries, together with all the pPublic

Sector Commercial undertakings, excluding, however, snecified Publiec
e utility services. - e o ord

4 4. I wish to draw your attention that the Government of India, by
an Order No.0-2384 dated 22nd September, 1960 referred the Bonus
disnute in‘the '‘Banking Industry to the National Industrigl Tribunal and
the terms ef Reﬂeronco road as undor :

"I—DNUS - PRINCIPLES AND CONDITIONS UNDER WHICH P AYAHLE,
ﬂUALIFIFNTION FOR FLIGIBILITY AND MEI'HOD OF COMPUT ATION,
AFTF‘R MAKING PROVISION FOR ALL MATTRRS FOR WHICH
PROVISION IS NECESSARY HY OR UNDER ANY OF THR ACTS
APPLICABLE TO THF_BANKS.OR WHICH ARF‘USUALMYIDRDVIDFD
BY TH® BANKS." = bt 1

However, the State Bank of Indiag and the State Subsidiary
Banks have not been included in the sald Reference before the National
~Industrial*Tribunal' .

i

‘ 5. My Organization, the All India Bank F¥mnloyees Association,
X annroached ‘your Ministry for inclusion in the sald Reference to the
| 28 National Tribunalj!ithe State Bank of India and the State subsidiary
Banks! by their 1etter No, 53(V) /60/5623 dated 8th November, 1960,
In renly, we were informed by the Government by their letter No.10/153/
' |l 60-LRIV dated 17th Anril 1961 that the Government was unable to accede
| B . to_the request of referring the issue of v»rofit sharing bonus of any
g rublic Sector undertgking. 9

'D. t.o.

gﬂ.‘f!ﬂg«"tvwﬂ’ '- 3 AL Wt E - - bl ok dialimbs)  grmbdodia
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6, ... | _You will -agrea.that the scope of, tge,bnr@‘swp, a,‘.‘]u.di tToni|!l Mis
“1s circumscribed, by the, decided concent of profit: gparing bonns onNJQ‘

which 15 based, the Tull Bcnch Formula. as apnrovqg Qisettled; h‘~" jift

_the supreme Court. I fall to-understand whyithe iworkersadnythe | | EIEH S

Banking Industry ‘should _be suhjecteds to the;limitation10fﬁthegconce Lrale

of profit’sharing bonus' and thus be deprived of the bensfit by the‘.i’m [

emergence, of any new concent which therorkersgo other-i dus

. would be entitled to._'“n? % ft--'uu, ‘ ]l h® e

£ : Vg By Gl 51‘
g o uil Pl ar oy Your attention to another nec_uli*ar*ls:ituation""bhat .11

will arise in Banking Industry as a Tresult; ofwyourtdedisionuto; abof |

incorporate the Public Sector Commercial Establishments before the

Bonus. Commission..The Private Sector Banking Commanies. wouldﬂbe1me

the National Tribunal having limited Jurisdiction.@%llpother indus i

tries and other Public Sector commercigl establishm ents’wil be

beforethe Bonus Commission having a wider Jurisdicf n ulﬂnﬁﬁ?
nr

IL:lfi“-JFFI_ "I] 111 | 1

8. But the State Bank of India and. the State qusidiary Banks AT
- willl remain excluded: from both:the forums.JNow~t Gov: rnment.having! i
“dacided toiafford the .workeis of..thelPublicigSectonr Commarciafﬁﬁwmbh L
Fatablishments, an 0pnortunity to agitate the issge of, nrof1t¢sharing -

rurv Bonugsybefore the -Bonus Commission, the exclusion- of"the State” Bank o

India and the State Subsidisry Banks should nor.arise. In case you‘ 5
decidg storinclude only ‘the”State 'Bank 'and State"subaiQiary Banks |in’ |

.;the Referenca. befdre ‘the Bonus Commission, another ‘anomoly will arise.

‘Whilst the wage structure and service conditions ‘of the emnloyees in

both the rublic and Private Seetors in the Banking, Igdustry wlll ‘be

declded by ‘one iadjudicating machinery, in reSnect of,ﬁonus, there'
will(emerge two forums with different scone and Juxiadiction”mu

9. | Unden.these ciroumstances, 30 - as~notﬂto-uaﬁa§rnardsh '1to

i1 any section of.the Bank employees, the Banking, Industry. includ:

o w1t vublie; sector: should be referred to, the Bonus: Com ssion,.Iumay
inform you thati the!hearing on the'Bonus Issue nendin before 't
National Industrial Tribunal (Bank Disnutes) hassnat ggt start d.

" awant ol B

5 _”'!-b-'——- :

‘ b 1mﬂ
” i 10.1, L Iiam confident that ‘you will' very kindly §ccedeitofm
- request*for 'the dnclusion of the Banking" Industryagnclu iqg'it Vublf
Sector the Bonus Commission. 1 | A5 ISR
" . fs',. b | T IJ a1l -
Gl ymd 4f wo BHth kind regards“ hed doigag _' : “"’M' I ‘h" 4 ,.,f’?‘ 1
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' 710, Ballimoran,
t Chandni Chowlk
DELHI - 6. '
Camp: BLNGALORE.

7th Oct.196L,

3

NOYE G sCMUS DISPUE ! BUNKING INDUSTRY.

The L1l Indla Bank Bmployees' lssoclation has demanded in-
clusion of the Senking Industry, including its public sector in
the terms of reference before the Bonus Commission. We have al-

ready made representation to the Government of India.

2. The Donus dispute in the Banxing Industry has not yet
been adjudicated upon, althou: this 1ssue was referred to various
Tribunals since 1949.  The Lavour lppellate Tribunal which discus-
sed this matter in the year 1903 came to the conclusion that:

-"The glaims to the Bonus made for the relavent
years have not been adjudicated upon."

3. The Banks challenged the right of the cmployees' c¢laim
for Benus in view of the then wordings of Secction 10(b)(ii) of the
‘Banking Companies ict 1949 belore the Supreme Court of India. The
‘Suprere Court neld in favour of the Banks, In the meantime, on

our demand, the said section of the Banking Companies Lcl was amend-
ed, by the Governmeunt of India in the year 1906. Thus all the
claims of bonus up to 1956 were negatived by the Supreme Court's de-
nision.~ Since-tien the 411 India Dank Tmployees' Associalion was
'demanding a reference of the Scenus disovute in respect of claims for
the yehrs from 1957 cnwards.

4,  The Government of Inlia on 22nd September 1960 referred

the Bogus disoute in the Banking industey to the National Inilustr-
ial Tribunal (3auk Disputes) in the following terus:

"BECIUS - Principles and conditions under
whicl payable, qualification for elilribi-
lity and wethod of computation after mak-
ing provision ior all mattcrs for which
provision is necessary by or under any- of
the Lcts appliceble o the Banks or which
are usually provided by the Banks."

1 . :
While referrin; the s2id dispute te the Hational Tribunal, the o
Government of Indiza excluded lie illescr¥e Bank of India, State Bank
of Indin 2nd State Subsidiary Janks from ifs scope. On our re-
presentation, we were informed by the Government of India that the
Government wes unable to accede 0 the requeat of referrins the
issue of profit sharing bonus of any public sector undertakings
and also to include the specilic demand of Bonus for specific years.
The Government did not think it nccessary Lo refer the dispuies -
which remained unedjudicated for such a lopg time.

.8, It will be seen tuat the above terms of reference is
meant ta lay down certain princinles regarding payment of Bonus
in the Banking Industry. The Nutional Industrial Tribunal (Bank ¥
disputes) will be hound by the full bench formulea as approved

-
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}nd settlcd by thb Supvemb Cuur" of India.~ In this'oonnaction

¢d the Banking Conoanles et and Sectlon 3A~L of the)suld Mct,
ts amended debers the Tribunel to recast or to recelculate the
Balance Sheet, which is imperative to implement the Labour up-
wellate'&rLbunal‘s full bench formulea.

.I];;..'

P S

8.  The proceecdinys before the said Trlbunal hes not yet

. atarted. In the meantime the Government of India :decided to-ap-
point & Bonus Commission and has also decided to. include within
Jts terms, some public sector undertaklnbs. - In‘Vlaw.of-thlsﬂrh

there cannot be ‘any reason why the Banking Industry should be dlSﬁ'l,,p,
creminated and should be left to the National Tribunal: for the1dq"4,
termination of the principles and conditions of the profit sbarlng :
Donus, while 2ll other Industricl workers will have the benofit'e®
the Bonus' Commission with much wider jurisdiction. Wnllo the " e |
(pvcrnment hes changed its stend and has agreed to include publicy | | S
sector beforc the Bonus Commission under no circumstance the emoloyees
of the Rescrve Bank of India, Stete Dank of India and the ei-ht
State Subsidic s DBanks should be left out. There cannot aleo he
eny re:son to include only oublic sector of the Banking Industry
in the terms oi reference beiorc the Commission and leave private
sector before the National Industriallribunal (Bank Disputes). |18
‘'herefore both tne private and »ublic sectors in the Banking In—-;ll
mstry should be included in the terme of roference before the - |
pBonus Commission.

I
7. The prescnt x refercnce before the National T rlbunal'rqr;
will not entitle the Bank Employeces to get any Bonus whatsoever. "';
The principles, as will be laid down by thg Tribunel will again ‘
huVC to be rofurrcd to anothcr “ribunal to decide quanfum of Bonusym
r different lonks in different years. — Therefore, there is moi
1eason why simultencously two forum should decide the same issue |
separotely. - 2 Iy
' )
L 8. We hope that all cofforts will be made by all the Cent— :
Trade Union orgaulgutlono to include the Banking Industry in ;);
thF terms of reference beiore the Bonus Commission. : 2

| . {L ncﬁ fi Oﬂ;fgd
(PRLBHLT X
1 GENERi.L SECRET..RY.
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Ho.172/K/61(1C)
October 16, 1961

Dr. R. R. seth,

Deputy sSeercotary,

Hinistry of Labour & Fmployrent,
New Delhl.

sSubt Terrws of Reference - Yonus Compilssion

Deay Sir,

In Lthe recting on Donus Cormission vhich the
sub-commf ttee had nt Bangalore on 7th October 1061, I
on behalf of the ATITUC had ralsed the following points
aronyst cthers rerarding tter 1 of the draft terms
of refarenco:

1) That the terms of reference should cover all
vorknen s dofined under the Industrlal Disputes Act,
both in the Privete gnd Public Jectors.

XX ‘‘he Chairran had assured in the meeting that
1t was the intumtlon snd therefore necessary changes had
to be made in Scetion 1 of the teiris of referinen,

liovever I ind that the present terrinology
in the later draft terms of referonce of Bonus Carmlgsilon
¢oes not oxactly clarify the nosition.

A cateporienl and express staterent that those
undertaliings and establisirents in the Public Geetor
which arce not covered by the terrs of refcrencey Ceafe,
LIC, Nolar Gold Filelds, Mmzgaon and Garden Reach docks,
2.c., ebee, wnlch have been nationallised and vhere
bonus has been paid will continue .aying the sare
irpgespeclive of the Cammission 'Is very necessary. herc
15 a possibility of misunderstanding on this. This was
also ralsed in the sub-commitiee meoting and the
Chaimian was pleased o glve this assuranec which is
nct found In the declsion.

I hope that the deelsion of the 7th Getober
meeting will be corrected boefore tho next meeting of
the sub-cormitiec,

Tours faithfully,
e

(KoG.Srivas tova)
Socretary
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Dear Com. KoGoShrivastav,
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TEL. No. 261007

Office Address:
Khandelwal Bhavor 172 F7ui -

106, Dadabhai Nawreii Ras?
Fort, Bombay 1.

Date 19th Ootober
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I am sending herewith a note on Bonus prepsred
» by me. The same note 18 prepmred for discussion in the
proposed Bonus Conference which our M.R.T.U.C. is
thinking to hold in the next month.

] think that at Benglore reference terms
must have been finalised end shortly you will have to
submit your statement before the Bonus Commission.

Considering the divergent view poiahs
expressed by several delegates on Bonua in our A.I.T.U.C
conference at Colmbtore, I humbly propose that for some:-
TR time you may start an _open forum in our Trade Union

Record. i

. will be a good materisl for the A.I.T. LU.C.
\«~f- toO prepare its final statement before the Bonus Cammissione

As a second part of the note attached, I have

prepared a digest of various decisions on this issue from
the Judgements of the Supreme Court, High Courts and
Industrial Tribunals. So far as Bombay City is concerned,
an attempt 1s being msde to collect Balance Sheets and
Profit and Loss accounts of various Public Ltd. companies
which can give us factual data about the rehabilitation

posftion of various industries,

. With greetings,

- LEe

Un
SN

Yours ccmradely,

M A el

(Madan Phadnis)



4

o L e I ‘cju;-;vhmw!
|

—_— s

1 TE_BY_COM. MADAN PHADNIS, ////,ﬂ

THE DONUS PROBLEM A

n Introduction Lf///

( No other issue in the field of industrial relations has been
the subject matter of such severe scrutiny as the question of Bonus
by the Highest Tribunal in this country.) The Bonus problem wae r~f
oty considered by the Full Bench of the Labour Appellate Tribun:.l
consisting of five members but also the Supreme Court had to consti-
tnte a Bench comprising five judges to consider the issue in all its
aspects, Desplte these efforts the problem could not be solved to
the satisfaction of the working class. The history of the labour
novement in this country also will show that during the last three
years there were more disputes on Bonus than on any other aspect,
Lven the record of struggles will show they were more as regards
Bonus than for any other issues. After the verdict by the«Full Beunch
of the Supreme Court interpreting the varlous issues involving the
question of Bonus, the question was not set at rest, on the contrary
many more problgms. cropped up which gave rise to further discontent
in the working class and preclsely for this reason the Government
off Indla thought it fit to insgtitute an enquiry on this gmestion Ly
the Bonus Commission,

In its Note on the Supreme Court Judgements on the workin;
of the Full Bench Formula the Flanning Commlssion (Labour and Emplov-
ment Division) states "There is no doubt that judgements have been
ruForted which havce sometimes reversed: the previous decisions of
e LAY, or the principles have been so interpreted as to sound a
note of conservatism resulting in narrowing down the benefits
awarded to workers in the matter of granting -bonus...."

For a Fresh Approach

C, "CThe Bonud Comuission will have to consider the entire provlum
nok through the perspective of the various judgments, decisions «nd
observations of the Supreme Court but it wlll have to hold de ncvo
crnquiry on this i1ssue. If the bonus Commlission decides to base its
enfuiry and restricts its findings circumstribed by the judgments
o!| the Supreme Court, the very purpose of the Commlission will be
Jofeated and discontent in the working class on,.this issue will not
sulside. The Supreme Court 1tself has observed: " It may also be
possible to have the question comprehensively considered by a high
powered commission which may be asked to examine the pros and cons
of the problem in all its aspects by taking evidence from all indn-
stries and all bodies of workmen, The plea for the revision of
the formgula raises an issue which affects all industries; and beforc
any change is made in i1t, all industries and their workmen willl huve
to be heard and their pleas carefully considered.....,"(1959 I Labou
Law Journal at PP.644).>

The Present Concept ¢

That Bonus is not a deferred wage is the concept on which
the decisions are given either by the Labour Appellate Tribunal or uy
tha Supreme Court, In its First decision the Supreme Court laid
down that Bonus is not a deferred wage, but one which arises out
of profits of a year, Agaln on this concept the Supreme Court
approved the formula of the Labour Appellate Tribunal which lald
down that Bonus can be available out of profits to fill partly the
cap between the living wage and the existing wage, if there is
available surplus after meeting all prior charges., The entire
litigation 1s, therefore, restricted as to what the surplus 1s, what
the pricr charges are and. to what extent they should be allowed.

The Bonus Commission should take upon itself to lay down
the baslc concept of Bonus and investigate into the real nature of
Lonus, ‘Unless this is done, no material change can be envisaged
in %he present state of arlfairs, P.T.0



] | | § | |
bu-hlhu cligi pics Ly Lhe vardods wape-llslhy authotdbled stcls
s Wage Boards, Industrial Tribunals, Labour Courts amd Labour
tnquiry Committees, none could quantify what 1s a minimum wage, a
felr wage ahd a living wage. The result is as stated by Barbara
Woolten "“attempts Have been made to find out the reckationship
between wapes and profits in industry; however, in spite of the
awareness of some relationship between these two most important
shares of the-.lndustry.output, the correlation has so far remained
unexplained,"

As stuted by Dr. S.D.Punekar “when wage claims are referred
te arbltrators, adjudicators, tribunals, labour courts and wage
Ltourds in-lIndia, the rates are lald down on a social and ethical,
rather than a purely economic, plane."

A glance over wage-trends prevalling in the country even wherc
the wages are fixed by judicial or quasi-judicial authoritieg will
reveal that in the whole of India, barring a few cases, workers
are denied even bare minimum wage. The wages fixed under the ;
dinimam Wages Act are still worst, Since our country became Inde-
pendent, the question of fair wage and the relationship between
wige, price and profit became more lmportant and especially since
oy country pledged to the llving wage, two important Committees
derw constituted viz,, Fair Wages Committee and Profit-Sharing
Comuwittee., The Falr Wages Committee while deciding what is fair
wage recommended that whlle the lower limit of the falr wage must
cbviously be the minimum wage, the upper limit 1s sefft by the
cupaclity of the industry to pay. Between these two limits the
wctual wages will depend upon productivity of labour, prevalling
rates of wages, the level of national income and its distribution
and the place of the industry in the economy of the country, The
rrofit-Sharing Committee observed the general economic policy of
the Government is to prevent excessive proflts by such measures
1s fixation of falr wages, regulation of prices and a sultable
taxation policy., It further observed a falr wage to labour must
be the first charge on the industrial production; wages must be
paid whether the profits are made or not, After wages are pald,
provision mus& be made for reasonable reserves for maintenance
and expansion and for a fair return on capital employed in the
industry. These can: only be the first charge on profit after
taxation., = -

In spite of the acceptance of these recommendations nothing
“ns been done to actually pay failr wages, check rise in prices
mnd halt excessive prfofits; on the contrary, wages have not moved
beyond the subsistence level, As a matter of fact till Mr,Justicc
Gajendragadkar decided in his judgement in the Stanvdc Refinery
Appeal that Rs. 50/- to Rs. 55/- represented nothing more than
the minimum wage at the pre-war level, this gquantity of Rs.50/-
to Rs.55/- in lmany cases was .not accepted even as the floor
level of the minimum wage.

The Second Plan is silent about profits while it admits
failure in respect of fair wages.

BONUS - A DEFEERED WAGE.,

(WOrkersJ demand for bonus, as it stands to-day, 1s, in fact,
a1 demand for deferred wage. In no industry workers have been
able to get falr minimum wages, not to talk of living wage, This
together with the ever rising cost of living which constantly
reduce the value of money wage gave rise to the demand for bonus
from the profits. Becuase of this the Bonus issue has become
important in industrial disputes and i1t must be viewed from this
concept alone, The Supreme Court refused to accept thls concept
only for the reason that Bonus cannot take precedent over

RN E
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over dividends. In fact this should not be a ground for changlng
the concept of Bonus and placing it on a lower footing than the
deferred wage. So long as living wage is not achieved in an
industry, employer of that industry must Try to Till up the gap
Soon his profits of thalt year by paylng share of his profits by

way ol bonus, The approach to thlis problem must be made basing

that 1t is the 11ablTily of an employer To pay 1iving wage To his
caployee and anything tThat Is pald shorfer than this 1iving wage
rist be compensated by prior charges on the profits of a year and
t'ds compensation which 1s in fact bonus must not depend on _
Tavallable surplus' as at present and 1t should be second to no
other prior charges,) The Bonus Commission should, therefore, view tl.i
this issue from the angle that now more than 14 years have passed
since our country gave to itself a Constitutlon of a Welfare Statc
pledging therein attainment of living wage (Article 43) and the

last decade could not fetch even a fair minimum wage to the workers
and till,it becomes a permanent contractual liability of an employer
to pay a living wage he should not be absolved of the liability

of paying a deferred wage by way of bonus as a prilor charge from

his profits of a year.

However, instead of treating it as deferred wage various
authorities have interpreted the nature .of bonus in different ways,
Prior to the evolution of the L.A.T.formula bonus was treated as
a wage payment dn addition to contractual wages as a stimulus to
cxtra effort arlising out of profits, on an equitable claim of
labour in the pfofit, For the first time the Labour Appellate
Tribunal in the case of Bombay Textile Labour gave a rigid appli-
cation to the bonus clalm. Thereafter Industrial Tribunals being
bound by the decision of the L.A.T. were compelled to follow rigi-
dly the formula. 8ince the abolition of the L.,A.T., Industrial
Tribunals resorted to free tendencles of interpreting claims of
bonus and its place in the industrial relations according to their
own concepts of social welfare, When the Supreme Court was left
t¢ consider the plute of bonus in industrial relations giving its
{irst thought to the problem held that there are, however, two
conditions that are to be satisfled before a demand for bonus can
bu gustified and they are:

| 1) when wages fall short of living standard and

il) the industry makcs large profits part of which
arc due to the contribution which the workmen
male 1n increasing production,

The demand for bonus becomes an industrial clalm when
glﬁhgg or both these conditions are satisfied.

But subsecquently this decislon of the Supreme Court was
interpreted by stressing that hoth the condltions must be satis-
v I { i 5 b oa | oo g Y, e W”|prﬂ| T "
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nd not for giving a temporary relief to workers for a year out of
rrofits for that year to fill up the gap between the living wage
J:d exlsting wage, An employer who is able to pay dividends to his
sharcholders, set -off depreciation as per law, get an interest on
r“ surves used as working capltal, -pay government taxcswhether in
fnet he 1s required to pay or not and set off rcehabilitation fund -
or modernisation and replacement, why should he be called. upon
CO pay merely bonus from the burplus arising. out of his proflts
after meeting all the abowesald charges, he should be made to pay:
Liv1ng wage to his employees, If it is found on an enquiry that
“4is Balance Sheet and Profit and Loss Account shows a surplus after
mecting all these charges including- that of replacement and moder-
nisaticn such an employer must b¢ made tiable to pay utrai htawqy
Living wage ard not merely bonus.

This is no way méans that théere should be no princﬂples or
tormula for bonus nor does this mean that payment of bonus should
Yo oarbitrary. A formula or some principles must be applied to .
nalntain uniflormity and not leave employers to their whims and
fancies, - But any formula which may be evolved must be sultable and
practicable.

"The present  formula defective.

(The Formula now in practice suffers from several lapses,
difficulties and is impractical. It sets forth that bonus is pay-
able out of profits which are due to the efforts of the employees
11 there is available surplus after mgeting the following prior
charges;: G .

1, Kotional ‘Normal Deprefiation(which in fact,
is statutory depreciation)

2, Income-tax at the statutory Jate (ththhr
payablé or not)

3. 6 return on puid up capital
4. 4% return on.working capital

. Hehabilitation by adopting suitable 1
multiplier and devisor

o

It is commen knowledge now that by applying this formula
cxeopt few commercial concerns in whose case the question of
cchubilitation and depreciation(on machinery) does not arise, no
industrial concern is requlred to pay bonus to its employees.)

Some Balance Sheet Manipulations.

Before dealing with the various aspects of thé formula, the
—onus Commission should not lose sight of some of the important in-
stances of the manipulation of Balance Sheets and the way in which
tne industries are run.

{Very recently the' Government of Maharashtra which has under-
taken td run the Seksaria Mills has declared a profit of 42 lakhs
in one year|. It is well known that the Seksaria Mills was runnling
on losses and ultimately liguidation proceedings were taken against
it in the Hilgh Court of Bombay,. Similarly Nursinjee Mills of Shob-
Lapur which went into liquidation was taken over by the Governmént
daha jeclared a profit of 13 lakhs for the fipancial
Vear 10o,. These two gluaring examples show that how the industrics
.r¢ run by the private cmployers, Mundhra episode is another well-
nown instance., Some years apo Greaves Cotton & Co.Ltd. which is
public 1imited company had appointed Karamchand Thapar as the
ingy agents of that Company and within 14 months of the office
1 tnu Manidging Agents, the Company terminated the Managing hgency
c AU o compensation of 18 lakhs to Shri Karamchand Thapar., & -
\xramch“nd Thapar is holding more than 50% shares in Greaves Cotton.
Jals means Shri karamchand Thdpar sitting as a shareholder'app01nLuu

P
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himself as the Managing Agent on a yecarly remuneration of Rs.?ﬁﬁj///
and after 14 months apain sitting as a shareholder terminated the
sald Agency toking to himsell compensation of -18 lakh rupees.
When Dalwmia purchased Bennett Coleman & Co.Ltd., the said

Company was malking good profits and 1t had a building of its own
umrtr Ks.100 lakhs, After some time Dalmla sold this building bLe-
Torsing to Bemmetbt Coleman & Co.Ltd. to another company in the
Podnlia comples and Benngtt Coleman & Co.Ltd, was made to pay rent

Lo Ualmia's said Company, Apain after o few years, Bennett Coleman
¢ Ca.Ltd. was made to repurchase that building at a higher price,
ihus in that dublous transaction only Dalmia controlling the vendor
ind vendee Companles was benefitted, Recently when the Government
of India purchased Mazagaon Dock Ltd. a private limited company,
vhieh t1ll rccently was making profits, showed a loss of Rs.20..1:iha
when 1t handed over the Company to the Government of India. I

thel case of the East Asiatice Co,(India)Private Ltd.,, a foreign
eoncern in bonus$ adjudications for the years 1258 and 19598 contended
thut no bonus was payable by the strict application of the L.A.T.
Porimala and on the face of the accounts shown in the Profit & Loss
cepunt the sald contention was not lncorrect, However, when the
Imijon filed an affidavit stating therein the ways in which the
Cngpany was depreciating i1ts stock-in-trade the very Company came

I'msgward with a settlement of Bonus of 2% months for each year. Thego
arg only a few examples of how the industries are run in the privat
se¢tor, Serious attention should be given to this state of affair.
by | the Bonus Commissioa.}

griticism of the L A T Formula in detail.

‘ This formuwla has received the seal of approval of the Su,»r

Cohrt and has become a law of the land so far as Bonus 1s concern.:,
Thie Appellate Tribunal as well as the Supreme Court had time and
atadin sald that the formula 1s not a rigid one but flexible, But

iQs flexibility never scvems to have been used 1n favour of the laboar,

sinder this formula, the entire onus of proving that therc
It a surplus 1s put on the workmen, Not only are workmen required
Lo prove the gap between the living wage and actual wage, but they
must also prove that there is avallable surplus after mecting all
prior charges.

On Rchabilitation

1ts rigidity is actitely felt when the cost of rehabilita-
Bhion is considered as a prior charge, Nobody will deny that in .«
untry like ours question of replacement and modernisation must be
| lven serlous thought. However it is fantastic to expect that the
yntire cost of replacement and modernisation can be realised fron
Lhu profits, Bven in advanced countries like England and America,
industrics have never depended on profits for the purpose of repla-
cement and modernisation. However the Bonus formula of the Labour
Appellate Tribunal has insisted that replacement and rehabilitation
must be treated as a prior charge on profits before employces could
jclaim bonus. This, in other words, means that the entire burden
of replacement and modernisation must be shouldered by the prescnt

lpeneration of employecs.,

'Since the Supreme Court approved rehabilitation as a pric

charge Sn profits before workers could clailm bonus, very fantastaic,
inflated and exhorbitant claims are made by employers towards rouu-
bilitation with the sole object to deprive bonus to their employuel.
By now there are certain industries which have had adjudications
from yvar to vear in respect of bonus and in each adjudlcation thiy
have been allowed certain rehabilitation for each year but a verw
fow of them (and it may not be an exaggeration to say that none

ol them) have utilised the rehabilitation allowance given to then
by the Industrial Tribunals for replacement or modernisation. This
clearly indicates that when employer makes a claim for rehabili-
tation he does so only with the intention of depriving bonus to

hiis employees In this respect reference must be made to the
observations made by Shri M.K. Maher, the Industrial Tribunal and
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1l the Chalrman of the Bonus Commission in the case of Indian
‘zypen & Acetylenc Co., Ltd., in .Bonus' adjudication as follows:

" 11, T now proceed to develop the point made abowo,
that to treat deduction of charges for rehabilita-~
tion, replacement and modernisation as a first charge
on the profits does not accord with: the facts of
industrial finance and invblves, with rcspect,
assumptions which are erroneous...... -~
" 12, [Now, it is undeniaple that plant and machinery
mist be kept continuously in good working order

both in the interests of capital and labeour. The
Incomg¢ Tax Act and Rules give liberal provisions

for inducing busihessmen to plough back profits

for r¢placement and for purchasing new plant and
machincery, but these have been found lnadequute

for purposes of rehabilitation and modernisation
because of the spiral rising prices of machinery

in the whole of the post-war period..... o

" 14. If in a country which 1s industrially much
more advanced than India it 1s recognised that

the ghp between the original costs of machinery,

cte, | and replucement costs (let 2lone moderni-
sation) may be too big to . be bridged by making annual
provisions from profits, it is too much to expect
with all respect to the Labour Appellate Tribunal,
which gave the Full bench decision referred to- above, .
that in this country the costs not only for repla-
cenment but of modernisation also must come out of «
praofits before the available surplus can be
ascertained.......

" The Committee (the Working Party for the
Cotton Textilc Industry) is of the opinicn that
the money 'to be found for such replacement and
recnovation can only be found by a loan being
grantced by the Government and not by any outright
grant c¢ither through a surcharge or otherwise,
The Committec would, however, strongly recommend
that the loan which we propose should be given
by Government for such re¢habilitation, should
carry 2 low rate of interest not exceeding 4 )
per cent. The Committec would like to c¢mphasise
the need for rchabllitation of the Industry and
therefore the need for making available such
amount as 1s requircd by the Industry by way of
loan, The process of rehabliitatibn or renovation,
like the process of rationalisation, must be
spread over a fairly long period; and by a long
period the Committeec means from 10 to 15 years."

" If in an industry, which has been
cstygblished for a hundred gears and in which
morg capital has been invested than in any other
individual industry it has not been possible to
finance requirements for rehabllitation,. repla-
cement and modernisation from the profits, can
it be expected that in every industrial concern,
the entire amount required for rehabilitation,
replacement and modernisation must be deducted
from the prefits by equal annual Instalments,
as a prior-charge before the available surplus
is arrived at?

(tn

' 18, Now let us come to the sugar industry

which has e¢njoyed prosperity for many years.
Has it been able to provide from its profits
for funds for "“rehabilitation,replacement and
modernisation of .machinery?'.

.-i’?a
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“ " 16.... .. Therefore if in such industries rehabili-
tation charges are deducted as a prior charge from
the profits, in many cases -the bonus formula would
not work at all and the workmen would get no bonus,

~eyen if a concern has made good profits,

"17 In the Full Bench formula of the Labour

. Appellate Tribunal the reasons given for providing
from the profits a prior charge for rehabilitation,
.replacement and mwodernisation of mwachinery 1s that
depreciation is only a percentage of the written
down vaiue, Lthe fund set apart yearly for deprecia-
tion and dualgnated under that head would not be
sulficlent for these purposcs. It seems to me that
the reason why depreciation allowances have not
sufficed for the purpose of replaccment 1s not
because depreciation by the Income Tax Department
is altlowed only on the basis of a percentage of
the written dJdown value, but because of the.clrcum-
stances detailed in paragraph 12 to 15 above.....

" Go it is apgain evident that industries have found
it difficult to finunce replacement costs not .
because of inadequacy of depreciation allowances,
but largely becausc of the great and growbng lncre-
ase In the prices-of plant and machinery in the
last 15 years...

184 ....(1052 L.6.0.p.273 at p.275) in which the
Labour Appellate Tribunal, clearly laid down: -

" For the purposcs of our formula we are not
concerned with what the Company does with its
money; we are only concerncd to see whether

by applying certain facts and figures in terms
of our formula, an available surplus can be
found out of which bonus might be paild to the
workmen'

o " With rvespect 1t is difficult to see why a Tribunal
should'not take into account reallties and why the
Tribunal is not concerned with whether the Company
spends or intends to spend the amount claimed by it
for rehabilitation or whether it gives away the
amount in the shape of dividends to shareholders...
If it is not feasible for a Tribunal to take an
undertaking from a Company that the amount that it
ciaims and 1s aliowed for rehabilitation would be
spent for that purpose in a reasonable time, I do
not see why it should not bc open teo a Tribunal
to reduce the allowation for rehabilitation, repla-
cement and modernisation, if the estimatcd costs
fur excced the amount that can reasconably be
provided out of profits.",

_Though the dceecision of the Tribunal was quashed by the Supr
sourt, the strength ind the soundness of the views have an 1mpo*t&nt
buurin[ in the context of the Bonus Commission.

These observations of the Chalrman of thie Bonus Commission
wre not unfounded, It 1s expericnced thiat the allowed claims
of rchabllitation in many cases were never used fof replacement
and modernisation. On the contrary it is experienced that many
Companles have wiped out their reserves without replacing and
rehabilitating .thelr machinery and have ultimately become 1loss.
raking units,

It also must not bhe forgotten that if the question of rc-
halilitation werc of supreme importance, why it should be tackled
F.T.0,
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mly while dealing with the workcers' ciaim for bonus? Why should
1t be considered as a prior charge over Bonus? Why should it not 1.
treated as a prior charge over Income-tax? As a matter of fact 1t
the question of replacement and rehabilifatidn of the old plant 1s
s¢ important from the point of vicw of the development of the indus!
Purliament should consider this aspect while dealing with the Financ
ficts and a rebate or allowance should be considered for the replace.
ment cost in Income-tax payable by an industry, and so long.as this
aspeet is nat considered for the replacement cost in Income-tax
payabdle by an industrv, and so long as this aspect is not copside-
red vhile dealing with the Finance Acts, rehabilitation cannot be
considered as a prior charge. In fuct the provisions of Income-Tu-
et deallne with depreciation was amended in the post-war periqd
ard the Leglslature had given some thought to the aspect of adehiacy
of depreciation and allowed initial and additional deéepreclation as
© rebatable aliowance for Income-tax.

That amendment was made after considering the aspcect of
replacement | cost mainly, and if the legislature had felt that a
replaccment and rchabilitation cost should have been’ a prior chare,
nothing would have prevented it from legislating accordingly. But
as the leglislaturc has not taken any step to treat replacement
cost as o prior charge, it should not be treated so only for the
purpose of Bonus. '

[ s observed by the Chairman of the Donus Commission that it
is vandiniable that plant and machinery must he kept continuously in
cood condition, Howcver, Bonus fixing authorities have given unduc
importance ko the replacement cost. If replacement cost is to bge

trecated as a prior charge on the profits of an industry it should
be treated as a rebaitable alilowance for the purpose of computing
Income-tax,

Howdver, the matter does not end there. The way in which
rehabititation cost is computed by the Tribunals and the principlo:
laid down Hy the Lebour Appeliate Tribuhal are defective. Rehabl-
Litation cadt computations ultimately impose the entire burden of

replacement cost on the present generation., The wholé scheme unadc:
the Formula tays down that the entire Block of pre-war and the
Rlock of the warperiod should be replaced in a period from 15 to

25 years and the entire burden is put on the prescnt workmen.)

Calaulations of the replacement cost is equally faulty.
Since the Labour Appellate Tribunal laid down the replacement
cost as a prior charge, therce was a sudden spurt of rehabilitation:
consciousness among the employers and they started maklng fantastic,
craggerated and inflated claims under this item, and in order to
rrove their claims, they lead cvidence of their enpinecers before
the Tribunals, Thelr cvidence in many cascs goes unchallenged.
Trz:de Unions are not in a position to rebutt the evidence of the
employers because of lack of technical assistance and knowledge.

While computing rehabilitation cost, it is generally consi-
dered thut the prices of the pre-war block have gone up by 3.03 -
ol the bloek between 1€40-44 by 2.40; of the block betweon 1945-47
by 1,50, The life of the plant and machinery is generally taken
to Lo 256 years and that of buildings between 25 to 40 years.,
Employcrs aiways try to show that the prices of the machlnery have
gone up by 400 to 500% while the 1lifc of the plant is tried to be

shown to be very short, The cxpericnece has proved that ire"the
Textile industry which is the oldest industry in our country,
michinery of 30 to 40 years old is still in working conditlon and
i3 likely to be s» for a considerable time, Similarly, the
btitdings of the textile mills are standing fér more than 50 year:.
Even then in the Labour Appellate Tribunal Formula the life of th
textile machinery was taken.to be 25 years only and that of th

* buildinrs 35 years.

hecently in the case of the Associated Cement Companies Ltd
Industrial Tribunal in bonus adjudication relying on the evidence

- LR
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of the Company, lald down the 1life of the machinery as 2& years
only. The Assoclated Cement Companies Ltd., is a pioneer in the
cemcnt industry. Some of its factories are in existence since 1¢1:Z,
I'n Bonus adjudication before Shrl §.Takl Bilgrami, the Union proved
I'rom the History Shects of each machine maintained by the Cormpony
hial nearly 65 to 80 per cent of the old machinery of the pre-war
Bllock is still in working condition. - Some of the information about
the life of the machinery of that Company is produced in the Award
of Shri Bilgrami (The award is published in Maharashtra Government
Cazette, Part I-1L dated 24th August 1¢61 at pages 1995) and the
spme 1§ reproduced here;-

Npme of the factory with Percentage of machi-

E@e year in which started. nery still in use.
Porbunder - 1¢13 81 per cent
Katni -~ 1618 * 26 per cent
Lakheri -~ 1e17 : 77 per cent
Mehgaon ~ lgz2¢ - - % 7 per cent
Dwarka ~ 1921 57 per cent
Banmore - 1¢ge2 ; + 93 per cent
Kymore ~ 1¢23 63 per cent
Wati ~ 1223 -+ 65 per cent
Shahabad - 1¢25 3¢ per cent
Madukarai - 1¢34 «  B7 per cent
Khalari - 1¢36 Q7 per cent
Rohri - 1038 ' 96 per cent
Kistna - 103¢ 97 per cent

* Manufacturing of cement stopped '

In this Award the Tribunal, however, held that the usefuil
fife of the machinery is only 25 ye.urs and spread over ‘the replace-
junt cost for that period only. .

In all adjudications wherever rehabllitation claims of the
mpicyers are allowed they are mainly on the basis of the evidences
sendered on behall of the employers and the trade unions are un:r
Lo lead expert evidence to rebutt the evidence of the employers.

I an expert is available to the trade unions, 'he has no access tn
lull inspcction of the machinery and plant, and in such state of
fairs his evidence would not be taken as correct. These diffi-
crulties of the workers are never considered or realised uptill

Pow and the employers, therefore, stand to gain in this respect,

The Bonus Commission will have to take this aspect also
into consideration while dealing with the question of rehabilitatio:

But for bonus purposes employers themselves are not serlouc
a1t all to provide for the replacement and rehabllitation of their
wachinery. A major portion of the profits is spent on fabulous
fividends to sharcholders, Though in the Formula of L.A.T., 6%
celurn is allowed on the paid-up capital which is adequate and
reasonable return on the investwent, no industry keeps its dividend
payments, at that level., In many cases, in order to satisfy the

reed for dividends, general reserves .zre tapped and ultimately
Jhey are wiped out., In the Balance Sheet of the A.C.C. for
1956-60, Rs., 84,50 lakhs were taken from the General Reserves
for the payment of dividends under the plea of inadequacy of
nrofits., Messrs.Bennett Coleman & Company for the year 1260 has
declared an interim dividend of 30%. The trend of dividends in
lending business enterprises is as follows:-

PT D



%

1. Hindustan Spinning . 50T
2, Arvind Milis boc 45T
J. Century Spg. & Wvg, 000 31T
4. Shoroék Spg. R P 30T
5. Glaxo Laboratories R . %
6., Hindustan Lever 500 24

7. Tata 01l Miilis 000 23T
$. National Rayon 000 227
9. Gold Mohur oxy, -
10, Morurjee Gokuldas 500 21,67
11. Dawn Mills 000 20
12, Burmah-Shell 600 20
13, Tata Mills boc 20T
14, Ahmedabad Mfg. & Catico .. 16T
5., Jaymes Finlay 000 16
16, Standard Batterics cee 15
17, g;r;n-.m;,r Dyeing 14T

Bonus Commission should nol consider rehabititation as a prior
urge at alt, On the contrary it should recommend that the question
S rehablititation shiould be considered by Government by amending
inance Act and Income Tax fLct after going into all the asgpects of
he guestion of rehabilitation.

RETURN ON RESLERVES,

Cﬁnothmr item of prior charge in the Formuiz of the Labour
crperinte Tritunal is of return on reserves used as working capital.
This i1s amother exaggerated claim of employers - a claim not consi-
gered in the principles of accountancy., It is not even recogniscd
2.1 the Income-tux or Company Law, DNor is 1t found in the Balance
sheet and Profit & Loss appropriation accounts. A claim for KReturn
n reserves used as working capital 1s not even a Commercial
~ractice, It is only brought into pruactice in the Bonus matter so
5 to reduce the available surplus for distribution as Bonus. This
sharge on profit is broupght into practice on the plea that 1f an
_mploye; does not use his reserves as working capltal, he will
nave tofday interest on such borrowings, This is no justification
for charging a return on the reserves used as working capital} In
Sommercial prectice, part of the rescerves such as capltal reserves
re meant for being used as working capital and that is the purposc
of such a reserve, wWhen utilising reserve as working capital is

commereial practi ce no fuestion of any return arises,on such' )

serves.  If such reserve, according te Bonus deciding authoritics
cteesoan important part as that of borrowings, why such rescrves
ahonld npt get any relief from taxation, It is inequitable and unjust
Ly workeprs' claim to charge the profit on this count only for the
nrposes of bonus and neot for the purposes of taxation. If these
poacrves play an important part when it is utildised as working
¢ opltar, 1t would be more cqultable that a duc share must be borm
v the Jtate also by pilving tax relief.

} borrow money from the banks and witl have to

pd
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Apart from thc malntainabillty ol thils item as a prior char .,

aother aspect of this ltem is that there 1s no unlformity about
the rate of return. If bonus formula of the Full Bench of the
Labour Appellate Tribunul is to be applied, the rate as laid down
by the L.AT., was 2. Therealter some Tribunals followed that
rnte but subsequently it was enhanced to 4%. It is finally sugge-
sted that the Bonus Commission should not treat return on reserves
nsed as working capital as a prior charge at all.

Depreciation.

(Yot another item in the Formula is Depreciation, There is
no uniformity in calculating depreciation. A Full Bench of the
Labour Appelliate Tribunal once held that only normal depreciation
should be allowed as a prior charge) Section 10(2)(vi) of the
Income-tux Act provides that only normal depreciation should be
written down from the Books, The Full Bench of the L.A.T., was,
therefore, ‘right in holding that only normal depreciation should
be allowed as a prior charge. This was upheld by the Supreme
Court in Shri Meenakshi M1ills casc. Subscquently, another Bench
of the L.A.T., in Surat Elcctricity's case held that not only
normal depreclation should be allowed as prior charge, but notio-
nal normal depreciation should be allowed as a prior charge.

This decision of the L.A.T. changed the nature of depreciation.

‘Instecad ol allowing only written down value (normal depreciation)

.5 a prior «charge the L.ALT, allowed initicl, additlonal and shitt
sliowance also as a prlor charge. This decision of the L.A.T.

aLlso was subsequently upheld by the Supreme Court, This change in
the deprcciation furthgr affccted workers claim to Bonus, This
declsion of the L.u.T. approved by thc Supreme Court results in that
that a claim of 1nitial, additional and shift alloyance, which is
not even admitted for the purposes of written down valuc in the
Income-tax Act, is allowed only for the purposes of Bonus.{(It is
thoeraebeone surgcsted that normal depreciatiom alone be a prior

charge 1f any., and not the notionzl normal depreciastion as

surgested by the Supreme Eourt in its later decisions.)

"Profits™ for the purpose of the TFormula,

(%nother feature of the bonus formula of the L.A.T. is that
it starts with the engulry as to what are profits, what items
from the revenue are to be added back or to be subtracted to
arrive at a gross profit for the purpose of bonus. This has ariose:
beécause the Supreme Court in the case of Muir Mills while laying
down two conditions for the receipt of bonus held that profits
must be due to the efforts of the workers concerned,) In other
words, the Supreme Court held that profits should not be extrane:
In their enguiry as to what are profits, industrial tribunals ar.
not consistent and there is no uniformity., Somctimes it is hela
that a balance sheet cahnot be split up, it is also maintained ti-
capital invested which yields c¢xtraneous gz income is a part of
the Company'!'s capital and therefore totality of the profit shoul.
be taken into consideration., While on tho other hand it is said
that capital invested for such c¢xtraneous income is from the
eoerves of the Company and the workers cannot have any claim
on that reserve and thercefore if the income is not duc to the
Cfforts of the workmen it must be treated os extraneous incomeg
and whenever such. income is treated as extraneous lncome, 1t
vgcapes every liability and charges on the profit. It does not
take on the burden of any depreciation, rehabllitation charge,
income tax, proportionate burden of dividends or a burden of
return on working capital. ALl the prior charges in the industry
are charged in such cascs only-on the profits which are due to
the efforts of the cmployees and no proportionate burden of these
cnarges 1s left to be. borne hy such extraneous indome. The
industry therefomre gets the centire income without.any -charge

n 1t, "If such ¥ncome is a part of the financial reserves of ‘thc
GCowmgany it must bear praportionate burden on the prior charges.
The practice followed by the industrial tribunals-is that at “the.

P.T 0O,
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first stroke such income i1s deducted from the net profit shown : in
the Profit and Loss Account and then they proceed to put prior ~
charges on the remaining profit. This ultimately ‘amounts to workers
not belng entiticd to the entire profits earned by a a'Company but
arc subjected to the entire burden of the liability of the industry,
(ﬂ consistency in this respect can be that if profits are to be
divided under two heads viz, profits due to the efforts of the
workers and profits not due to the efforts of the workers, then the
cntire burden of the 1ndustry must be proportionately shared by
toth the categories of profits or otherwise the entire profits
should be taken into account for the purpose of bonus, irrespective
»f whether they are due to the efforts of the workers or not and
charge the burden of the industry to them.)

Bonus Share in the Available Surplus

Though the¢ formula has specifically laid down all the prior
charges, it is silent on the questlion of what percentage of surplus
in the profit after allowlng all the admitted prior charges should
be allowed as bonus., On this point too there is no elarity and
uniformity. Each Industrial Tribunal administers his own discre-
tion in this respect, In the first judgment of the L.A.T. which
for the first time laid down bonus formula in the case of Bombay
Textile Workcrs distributed practicaliy the entire surplus left
after allowlng the prior charges, But instead of keeping in line
with that decision the Industrial Tribunals subsequently started
reducing the Bonus quantum from the available surplus. In the
ciese of Tata 011 Miil, Supreme Court held that there are three
shares in the avallable surplus, namely, the industry, shareholders
end dahour, This declsion, in fact, means that though the industry
w.s glven all prior charges including that of rehabilitation and
replacement charges an additional share is reserved to it from the
available surplus, Similarly though a shareholder is pald 6%
return he is also assured of a further share. Thus slowly and
rrudually bonus from the available surplus is reduced to 1/3,

Therce 1s a growlng trend of putting a ceiling on the quantum
of bonus and the trend is rather allcrgic to the number of months
rather than to actual amount to be received by the workmen. The
trends in the tribunals show that whatever may be the surplus,
however wide may be the gap, generally bonus awarded from five to
sixz months irrespective of the moncy content of it. In the case
Fircstone Tyre and Rubber Co., Industrial Tribunal, in a bonus
reference for the year 19857, awarded bonus equivalent to & months
wasic earnings (1859 II LLJ p.124), Against that decision of the
“ribunal the workmen as well as the Company appealed to the Supreme
Court, The Supreme Court in declding the appeals observed:

"It 1s possible that 1f we were deallinpg with the question of quantum
;' bonus ourselves, for the first time, we may have been inclined
to afford the workmen's claim for 6 months baslc wages for the
relevant year." In an adjudication for the subsequent year it was
an undisputed fuet that the Company had made higher profits, even
then the Tribunal refused to award higher bonus than five months.
The same Tribunal in the case of Goodyear Tyre Co. howeper awarded
Lbonus equal to 2% months total earnings(basic plus dearness allo-
wance). The money receipt of this 2% months bonus im Goodyear Tyrc
Company 1s moré¢ than the quuntum of six months basic wages awarded
to Firestone workers,

Ronus is paid from the available surplus after meeting all
the prior charges and as the law stands today, it is pald conditio-
1111y in cases where there 1s a gap between llving wage and the
~ctual wage. If this is the true concepts of bonus then the
ceiling is 11legical and inequitabley) In other words it means that
ir an employer is in a position after taking his share in profits
a1fter meeting all the legal, equitable and fantastic charges on
the profits he is not called upon to fill up the gap.(This further
seans when 1living wage 1s possible in an industry, 1T not permunc-
ntly but for a year or some years then also it is denied to them))
C:iling on bonds therefore is a most unjust and 1lneguitable and 18

i

¥



s \/

and there should be no celling at all.

One more thing will have to be considered by the Bonus
Commlsslon In this respect and that is who are entitled to Bonus.
When a workman ralses a dispute he is called upon to eatablish a
clLalm by fulfilling two conditlons (a) there 1s a gap between livin
vage and existing wage and (b) toc fill up the gap there 1is avallall
surplus, When once he does that, he 1s not entitled to the entire
avallable surplus. Then the industry intervenes in the name of
cl'flcers and clalm bonus on the plea that the officers supply
brains to the industry, with the result the bonus quantum is
reduced to that extent for the sake of persons swpplying 'brain!

1o/ the industry who also must have their prior charges, That
braln may not languish from pverty. So far as an officer 1s con-
cerned, his claim for bonus rests merely on the intellect, while
Lhe cltaim of worker does not depend only on his labour,

INCOME-TAX EEE T
© 5 Y B
Another item of prior charge is of income-tax. Income.tax
is generally alliowed at a uniform rate for the purpose of the..’'is..
Lformula. Income-tax ls a state's share in the profits and is payziilc
as |per statute and not in every case. Income-tax thus'is not a b
notional payment., It can be. ascertained and.is payable at different
rates applicuble to the assessee, Income-tax:in fact 1s. exempted: .
in|certain cases. For instance if the statutory deprecidtion isinot
provided in the past years income-tax is not payable till the. ilu
degumulated ddepreclation are provided. Similarly.tilinthe.pagt - i
Tosses are not wiped out lncome-tax is-nat payable. byrdn .agsessee, '
Haowever, for the purpose ef bonusicalculations lncomedtax-bs treated
as.a priqr.charge.) While dealing with this .aspect the Swpreme Court
h:s held that the entire calculatlions of the formula are notlions’
and income-tax also 13 calculated notlonally. The Bonus-Commissioii
-will have.tg.go . into thls aspect to find out whether it is equitahic
and .just. to.allow income~tax at a unilform rate as a prior <charge
when, ipg fact, different rates of idncome-tax are payahle by an
assessee .and imG payment 1s governed -by certain other factors. Tiic
‘ﬂonusgCommissipn should in fact: not allow. income-tax as a prlor .-
charge, 1111, bonus. is; pald to the.employees out of the profits of
that year.; . .Lhis, view,.of -treating konus as a first, charge before .
the incomestax: was taken by the L.AMT., in its: first decision evol-:
-.vipg. the, formula dnd even by the Supreme Court. calculations were ma.i.
“accordingly.,. But. subsequently that mode .of .calculabion:-was. dropped
c.and principles .were lald down that ilncome~tax mpst- be charged first:
tp;the profits before bonus 1s paid.. This, decision of the Supremc .

.. Lourt.is a.deviation,from the. Appellate Tribunal's formula and this

has. résulted ultimately into.a loss to the working class.. . There arc
_marginal cases where afiter allowing: prior charges. such as deprecia-:
tion, return on pald-up.capital, return,on working capital and re-:
habilitation charges,;there is;avallable surplus to:.distribute bonus
before income-tax is chargeds ;. But in such cases if.income-tax is
charged first no surplus will, be apparent for.the purposes of bow .,
-In such marginal cases the original formula of the Appellate Tribui. i
w:s beneficlal to some extent-but-since that was modified by the
Supreme . Court, bonus 135.10sl %o the, employees, Under the Income-tik
Act bonus i1s.an’ allowable item Of expendlture and lncome-tax there--
fore cannot precede bonus; especlally 1f bonus 1s in fact a deferrcd
wagé ‘Lilcome~tax esannot and should not precede the "bonus but it must
folYow Bonus. Evén though in law Income-tax ‘mannot precede over
bonus it is given a .precedent in the bonus formula. SoRE

For a long .-time no rcturn WGSJailOWOd on depregiation fund.
This was so for the Teason that the depreciation fund is meant fcr
thg purposes of replacement and rchabilitation and.is not meant for
being used as working capital, However, 'subsequently return was |
. allowed on this fund too thereby providing .additilonal ‘rellef to an
employer and depriving bonus to the workers to that extent.

P:T:0,



CThus slowly and gradually the original formula of the L,A.T.
l.as been modified making it llberal towards the employers, Features
favourabple to the workers in the original formula were subsequently
removed and llberal interpretations in favour of the employers were
glven with the result that day by day the quantum of bonus 1s belng
reduced, On the one hand the number of items under 'prior charges!
are belng lncreased under the formula dr and are liberalised, the
inflated claims of the employers are allowed and on the other hand
the features favourable to the workers are removed under the one or
the other plea.) p

BONUS BOTH ON INDUSTRY-CUM~REGIONWISE AND UNITWISE

( History of bonus also reveals that not only it has taken
different shape from time to time hut certain condlitions prevalling
at the beginning have changeed. Textile industry in Bombay and
Ahmedabad which are standardised industries were once upon a time
paylng bonus- at one rate for all the units in the industry, For
somé time Industrial Courts have awarded one quantum of bonus teo all
the units irrespective of the financlal position of the individual
units,) However, subsequently that practiee was changed by Industrial
Courts and though at both the places, viz., Ahmedabad and Dombay and
the entire industry with all the units therein were the subject
matter of common reference, different rates were awarded which
practice was further followved by the two famous five-year agreements
anterad into by the Bombay Textlle Labour and Ahmedabad Textile Labour
vi%n Swployers' Associations. The. textile industry 1is one industry:
‘in our country which is a standardlised industry in. all 1ts aspeéts,
The working in all units is common, machinery used is the same,
service conditions are the same, the wages pald in the industry are
the same and such festures will not be found in any other industry,
Apart from the Textile industry, in no other industry service condi-
tions are yet standardised, Except the Textile industry there has
not been common enquiry in respect of all the service conditions, of
al) the employees 1n one industry, Only Yecently the Government of
India appolnted a Wage Board for certain industry and for the first
time such enquiry was instituted. However, this was in respect of
exceptionally few industries, Large number of industries are yet out
of the fold of such enguiry. Under such conditions it will not be
proper for the bonus commission to consider the bonus claim on an
industry~cum-regionwise, {A suitable method will be that industries .
in the country should be classified on the basis of industry-cum-region .
and dee which are the industries in which all the service conditiong
including wuges are standardised, Only in such industries bonus should
be .determined on the basis of industry-cum-region. In othser industrics
where service conditions are not common in two units of the same industry,
determination of bonus should bse unit¥ise and not on the basis of
industry-cum-region. While considering the clailm the industry of the
first type, question of prior charges, if any, should be determined
on the basis of industry-cum-rogion, while in the case of the latter,
prior charges, i1f any, to be on the unit basis:)

" "MODE  OF PAYMENT -

{ghether bonius beyond a particular quantum should be paid in
terms bf money or in National Savings Certificates, or in any other
form, is another problem. No doubt any compulsory saving by workers
will ultimately be beneficial to them and to theilr famlilies especlally
in a country like ours where there 1s yet no security of service, no
provision for pension and adequate old age benefits, but that i1s only
one aspect of the matter, Ultimatelz with all profound theories bonus
that is paid xrx 13 in limited quantity which hardly fills up the gap
between the living wage and exlsting wage, In the case of large number
of employees and particularly employees in the sweated industries, cven
with the additional bonus they are unable to satisfy thelr dire
necessities, Number of such workmen in our country 1s much larger
than employees who are in a position to save from their monthly or
annual income, In respect of employees of the first category will it
be just and reasonable to put in their hands a bond of compulsory
saving telling him the importance of o0ld age provision. Such empliycu..
.ll.b—
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wifl prefer to fight for a suitable legislation for old age provi-
slon than to keep his money blocked in Reserve Bank and suffer frou
want of necessities,

Primarily 1t is the responsibility of the State., much more
of a State which claims to be a weifare State to provide for the
old ade[ (It is %henafome favoured to pay the entire bonus in cash.
No doubt 1%t can be argued that 1n good many cases there 1s likeli-
hood of mlsuse of the extra money by the workers. For that social
canditions in the Stute are responsible, Evils in the soclety
should be eradlcated and such evils cannot be checked by refusing
money to a needy person simply because he 1s likely to misuse itg

BONUS TO BE FOR BOTH PHIVATE AND PUBLIC SECTORS.

Another aspect of the bonus issue which the Bonus Commission
willil have to consider whether the workers in the Private Sector:
should alone be entitled to Eonus or if the workers in the Public
Sector too should get bonus.) No doubt bonus 1s payable out of pro-
fits in a year, If that is so, the question will arise how the
question of bonus 1n respect of public sectér can be determined:
Public Sector can be divided into two categorlies. There are indu-
strlies and the departments of the Government which are profit-
making and there are others which are only revenue collecting
departments or departments which are of secretarial or administrua-
tive or executive type. In the case of the latter the question
of proflt does not arise, However, departments which are tradiny
departments do make proflts and good profits too, In such depart-
ments there will be no difficulty in straightaway answering the
question in the affirmative, DBut the question will arise for thosc
departments of the public sector which do not make any profit
or in whose case the question of profit does not arise, But
that should not be the way of looking at these departments. Even
in the private sector such departments can be found in any
industry - a publicity department, establishment department, legal
departments, accounts departments do not make profits. These
departments are either revenue collecting, administrative or
executive, But these departments ln private sector are never
considered in water-tight compartment from the profit-making
departments. These departments are the limbs of the same organ.
If they are the limbs of the same organ and if they are entitled
to bonus, there is nothing unreasonable or undue to consider
udministrative? secretarial and exerutive departments of the
Government as the limbs of the same organ and they should also be
centitled to a bonus share from the gross revenue collected by
the Government,

In these days of sky-rocketing of prices, real value of the
wages has been constantly steeply falling down, giving rise to
a wide gap between money wage and real wage. With all tall-talk
of welfare state, categorical advocacy of living wage 1in the
Constitution and even after unanimous resolutions in the Triparllico
Labour Conferences, the trend of wage-rise is not satisfactory.
Under such conditions workers look to bonus as an interim rellef
but due to the rigid formula bonus has become scarce to the
workers, The formula was evolved to guarantee bonus to the
working class on the basis of uniformity and security. However,
instead of taking the place of well-founded principles of uni-
formity, the formula has become a positive obstacle in the way
of workers to thelr right to bonus. Bonus has become as scarce
as living wage, |

WHAT SHOULD BE THE NEW FORMULS ¥

This does not mean that there should be no fdrmula evolved

for the fixation of bonus. But any formula to be evolved should
be such as to fetch bonus to the workers when there are profits !
and sueh a formula should be on the basls of g direct jink bets. 4
lhe bonus and profits without brinegine in the gque ior -~ §
P.T.C. :
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charges fof the purposes of minimum bonus. No prior charge which
has statutory sanction should be treated as a prior charge only
for the purposes of bonus.

> ‘\q _‘J ""
ifThe formula that may be evolved by the Bonus Commission will
not be practlsed 1n a Court of Law, as Law relating to Bonus has
already been sealed by the Supreme Court and that is still the last’
word on the question, Thus the Government will have to come With
a statute in respect of the favourable recommendations of the Co-
moi ssion, :

‘In a year, non-payment of return on working capital may not
affect the 1ndustryL neither non-payment of. rehabilitation charges
nor non-provision or the depreciation fund 1s equally golng to affect
the industry. But postponment of bonus to the workers till the
industry 1s able to meet the réplacement costs, 1s certainly golng
to effect not only the working class but the economlic conditions
in the country also.

The Bonus Commission therefore mjst evolve a formula which
will guarantee minimum bohus to the workers as the first prilor
charge before allowing any other prior charges to employers:

{(3) We suggest one month's bonus should be considered
- as the first charge among prior charges on the
profits,

(2) Bonus equivalent to above one month ‘but up to three
months should be treated as a prior charge after
normal depreclation.

(3) Bonus egqulvaelent to three but not more than four
months should be considered as a prior charge
after dllowing normal depreciatiou «id 6% return
on paldiup capital. ‘

{4) Bonus above 4 months should be treated as a prlor
charge after allowing normal depreclation, 6%
return on pald-up capital, 2% return on working
capital and 1/30% of the depreclated cost of the
plant and machinery as rehabilitat.cn cost.'J

]
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October 21, 1961

Dear Com.Phadnis,

’ Thank you for your le%ter of 19th
Octbber and the note on bonus prepared by you.
*The terms of reference of the Commission iaodmx
P ey e T
are to be- finalised’_‘in"‘a' meeting to be held
here on 28th inst. |
Your idea of initiating a discussion on
this issue in the TUR is welcome and we shall
'examinq possibilities considering the question
ol space.
With grectings,
Yours fratermally,
/L8,

et J.r'Q.‘
(K.G.Sriwastava)

Com.lladan G.Phadnis,
TJO mb&y ™
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Indian Coffec Board Employees’ Association

(Registered under Indian Trade Union Act)

BANGALORE

1T UL Lmh 26,10,1961,
LR L 12 8 0] 1961 )
The Chairan New e e ! _}/
Bonus c°mmisslon, T e ///
C/0 The Ministry of Labour & Employment,
Govermment of Indla, . /
M' \/

Subject: Inclusion of “Coffee Board" in
tgo purview of the Bonus Coumige
840N

- -

8ir,

As per the Report of the various newspapers,
we have come to know that the Tripartitsé Sub-Cozmittee
of the Bonus Commission is Mesting &t Delhi, on the
28th October, 1961, under the Chadrmanship of 8ri.
Ge Lo Nanda, Hon'bia Minister for Labour & Fsnloyment.

2 On behalf of the Coffe¢ Board Employees! Asso~
ciation, we are gubmitting the following few lines for
four kind consideration and to include the Coffee Board
also in the purview of the Bonus Commission.

.3, The Coffee Board 18 a statutory body constituted
by an Act of Parlisment under the Ministry of Commerce
& Industry. Our Association, 1.e,, the Indiun Coffee
Board Imployees' Asgoclation, Bangaioro, 13 registered
under the 'Indian Trade Union Act', bearing No.l1l04.

4. The profits derived by the Coffee Board is not
shown as profits, but it is distributed to the Plenters

a8 Bonus. But, the same benefit of bonus is not extended

to the Employees of the Coffes Board.
Be A Basic Minimum Price for eoffee hss been fixed
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and the Planters get their return according to the value
realised. This is over and above the Minlmum Release

Price fixed by the Beard, The Minimum return to the grower

is always based upon the Cost of Production snd thus it always
constitutes a fair and adequate return to the grower. Whatever
paynents are declared over and above the Minimum return, may be
taken ap surplus or profits to the grower on his deliveries(or
coffee) to the Board.

In the above circumstances, we reguest you kindly to
eonalder to inglude our Industry, l.e., The Coffee Board,
also in the Bonus Commission.

A dotailed Menoranduw will be submitted in due course.‘
Thanking you,
Yours faithfully,

fl./\’d“l{‘ ,“(:g't £ oA\ r__Z(_()

, 8ECRET ARY,
/
/
VCOpy, with compliments, to the General Secretary, A.L.T.U.C.,
No.4, Asoka Read, New Delhi.

Copy,.-with compliments, to the President, Indilan Coffee Board,
unployees! Assocliation, Camp: Chikmagalur.

----- v uk
e - . S
" | +
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No.184~A/MM/61
October 27, 1961
IMMEDIATE

o
Dr.B.R.Seth,
Depuly Seecretary to the Govt of Indla,
Ministry of Labour & Employment,
New Delhi.

Sub: Meeting of the Sub-Committee to
. finalise compositlon and terms of
reference of the Bonus Commission
Dear 5ir,
With reference to your letter No.WB-20(8)/61
dated 2lst October 1961 on the above subject, we
may iaform you that Dr.M.K.Pandhe would represent
our organlstion at the .meeting of the Sub-Committee
to finalise the composition .and terms of reference
of the Donus Cormission, Dr.Pandhe's address is
given belows
Dr.M.K.Pandhe,
All-India Trade Union Congress,

4 Ashok Road,
New Delhi 1

Yours faithfully,

for Secretary



- : Inmediate
o,/ 3-20(B8)/61 :
GOV - 55D OF IHDIA s

- - MINISTAZ OF LADOUR & EMPLOYISINT v
_— vecrs A
ar. 3. Ay Seth, . N
b De :i ty Secrctary to the Govt, of India.
To

1. 4711 Slete GCovernaents and Uunion Territoriacg,
@e A1l Indis Organiaetions of Employers and Torkers.
> ' ~ 3o mhe Secrctzry, The Bombay Exchange Banks
sC30¥ L %ion, C/0 The Chertered Benk, 1.0.
“ox~>bb, Bonmbay-~-1, . : .
"Tuo Scerotary, Indian Banks Association,
41+, Horninan Circle, Bombayel,
. 5. The Gepgeral Scerctazary, A1l India Bank Ennloycca!
ssocigtion, 710, Bzllimaran, Chandni Chow',
~ Dclhi-6, ] A mam ™.
6. Tho General Secretary, 411 India Bank Employcos!
! '~ Fedoration, 26/104, Birhana Road, Kanpur,

' Doted Now Dolhi, the Jet1eC’

Sunjcetr—~ Compogition and terms of rafercnce of the Bonno
Conriisgsion -~ Fineligation of.
» 00 8090
Sir,
I o1 dirocted to forrsard hereowith a cony of the
- ooaclugions roscned et Lho mecting of the - -Sub-Conmitteo held
P at licw Dolhi on tho 28th Octobar, 1961 to finalise the

con~ogition cnd torms of rofersnce of thoe Bonus Comnission
for infornation.

Yours faithfully,

: %/\&'}\/\/‘
; ‘ 1" b
( B. H. 5-th )
fwd 2 ) Douty Secretory.

Covwy, with & copy of “he oconolustons rcferred to above
is for:clod to:-

; 1. 411 Buwl wying Ministries of the Govt. of Iniia, cad
g “lanaing Coumission.

2, The Chicf Lebour Comnissioner (Central), New Delhi.
3. Tho Dirgotor, Laborur 3Bureau, Sinola.

4. 'The Pross In‘orantion Officer { Sari U, C. Tewari ),

Ncow Dolhis. /
. . -—"""-’l ._- rd
/ (* At *
L B -
J/ 1\
‘e for Dgvuty Scorctnrye

Copy, wita onclosure, plso forwardod to;—

/" 1. LC. Scotion. 2, D. 3, LWIV Section. <, LR-II Soctisn, FeT.0,

) / 5¢ oS, to Latte, T4S. t0 DoLelds, oS, to DLM(Z), 245 t2 Scov.
_//// PeAe to I35 ( ); Dele to 35(B), r.s. to LEAY; H.Al to DS(L)
"'.nd- ry .J:.. IJS( ‘ . e r—

' /’

N
{

("L'\,.-.,_r

0 @ ' for *Dc')lhty Sceretary,



Hovember 10, 1961 ///

The Secretory, ///
Indla Coffeec Board Employees' Assoclation, Yy,

Bangalore. \H///

Thanikt you for your letter of 25th

Dear Friend,

inst. ' As per the Yerms of Keference of the
Donus Comnission just finalised, it has been
agreed Lthau the Commisston's terms would
cover all indusirlies and employmenis, exXcepi
those employces in tue publie sector which ¢o not
compele wiih tiwe private scector.
With rreotings,
Yours fraternally,
LU

(L G.Srivastava)
secretary



N0.WB=22(9)/61 g ™
Government of India
Ministry of Labour & Employment

From ' . qal
Or. B.R. Seth, /
Neputy Secretnary to the Govi. of India. S
To /
1. The General Secretary, //

Tnéinn National Trade Union Congress, \ﬁ/
17, Jenpath, New Belhi=l.

2., The Genvral Cecretnry,
211 Inéian Trade Union Congress,
" 4, Ashoka Rond, New Delhi.

"ated New Delhi, the

fubject: = TBonus Commission.

Cir,

T am directed to enclose a copy of the conclusions
renched at the meeting neld on the 28th October, 1961,
te finalise the terms of reference =nd composition of
the Bonus Conmission. Tt was agreed that, besides ths
Chri mon and two Independent mewbers, the Commi ssion
will jnclude two representatives of werkers and two
representatives of employers. IL haz been decided
that one of the two members Lo represent the workers
on the Commission mny be appointed on the recommendation
of yobur organisntjon. 7T r~m, therofores, to reqguest
tn b £he ncme #nd sddress of your nominee may kindly
be communicatad to this Minizstry =t a very early date,
~nfter obtrining tie consent of the person concerned.

2e No remunerstion {s nny-bie to the memhers

of the Commjission.,. They will, however, be entitled

to trmvelling allowrsnce 2s »4missible to non-orficials
npnointed as members of Cnmmissicns/Commjttecs set ud
by the Govarnment of TnAdia,

Yours fgithfully,:

|, meputy Becretary. "

'n, ! REED.TO!
J.5.10/11/61.
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No.172/A/61(BC)
November 14, 1961 S
* shri G,L.Nanda, L//
Minister for Labour & Employment,

Govermment of India,
New Dolhi.

Subs Composition and terms of reference of
tho Bonus Commission - Finalisation of.

Dear Sir,

* We are writing this with reference to the
copy of Lthe conclusions repched at the meotins; of the
Sub-Comrmittee held at New Delhi on the 28th October
to finallise the conposition and terns of refercnce
of the Bonus Commission, circulated under cover of Union
Labour Ministry No.WB-20(8)/61 “ated Hovermber 9, 1961.

In para 4, it has been steted: "With reference to
the first term of referunce, it was mentlioned by
workers' represcentatives that there are cortain under-~
takings, particularly under the State Governments,
which though run departmentally compete with similar
undertakings in the private scctor. The Chairman
mentioned that the quostion of Ponus in such under-
takinpgs as were not covered by the terms of reference
could be considered separately if necessary . ..."

The last two words, "if neccessary" do not seer to

be In line with the quite categorical statament made

by you on this subject. As you will remember, the
workers' representatives attach a good deal of importance
to this question and appreciating our position,

you were good enough to give a clear assurance, and

you had made no reservations in your statement.

Wie would therefore request that the words "if necessary"
should be deleted from para 4 of the Conclusiore,

Yours faithfully,

\‘-'\r ' _'1';"/\ N> 1
(M.K.Pandhe)
for Secretary

il A8



© Phone : 78072
c" 'zarni B8LOCK No. 9,
Adviser MOSHION MANSION.
Joi. ctery, e
1, P Tt e
leTTUC), ) '
Dated: 19-11-1961,
(
o »
The Batsér jocrabivy, N\
Tréde Union mecorad, . Ly '
HEvW DELH I, ‘

3

3ub:- Bonug discussion.

nNoér . Comré&de,

I #m vttrcling horcwith m copy of

my note ¢ On Bonust for bonue discussion in

Troede Union TCcord.

With groctinga,




R, S. Hub.

Trade Union tegal /

“®h 8secr
'l.-‘.
NOT®H®% CN BCNUS,
by Com. R.5.Kulkarni,
Pombay.
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1) Concentrated, concerted and Timely Action
by T.U. Vovement.

2) NMininum Statutory FPonus.

3) Balance Sheets v/v Family PBudgets.

4) Bonus Linked with ‘rofit.

$) LEcononiies of Ronus - Class Approach.
a) Mature and source of PFrofit,

b) Ambekar's Dancerous Theory of
Unearned Pfofits.

¢) Price and velue o Labour Tower.
6) Spirit and Scope of Enquiry.

a) Second Plan

b) Supreme Court.

‘¢) Union labour Finilster.

Scrutiny of present formula.

7) Profit for Ponus Calculation.
) Prior Charges. -

a) Depreciation.

b) Rehabilitation

¢) Return on Faid~-up-Capital

d) Meturn on <orking Capital

e) Income Tax.
Q) New COrder cf Prior Charpes.

10) Balanfe-Zheets.
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"Major decisions regarding
Production, distribution,
consumntion and investment-
and in “act all significant
socio-economic relation-ships
must be made by agencies
informed by SOCIAL FUKPOSE."
(page 22, SEBCCND GIVE YEAR

PLAN),
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I. Need for corcentrated, Zongcerted and Timelw
Action by T.7, Novement, '

(ﬁhge_rise 2nd rice reduction are the two
ways ol nzintainirge and improving the standard of
living. The present org=nised strength has ovroved
Lo be insufficiert teo achirve both o7 these objec-
tives. ‘e have got wagre increases no doubt, as a
resnlt of Awards or 'are Toards, but they are insfeo-
nificant for arnreciable or substential imorovement of
standard of living. Tenl wages have irereased
neyliqiblyi) Thia wace level which is getiled bv 3econd

‘

Pay Cowrission and Cotton, “~ment and Sufar age Toards,

likely to rule for at least the veriod of Third Five

“ear Plan, urlesc there is gudden tuvrn or change in

corelationz rnd halance of ferces. Ag far as trend of
oriceg is concerned we =re no where to mateh ir the
rice. Cur onlv achievenert on this “rort is the slicd-
ing scz2le i.A, 1irked up with tre cost of livines index
qnly in mejor ard orvarised industries. Tt is Qell
settled and welknown that the imnrovemenrt in standard
of 1living is not com ensurate with t he ineresse in
aticn2l %Weslth or roduction.

U'nder these circumstances the onlv frert on
which a battle fer this nurnreose can immecdiately bhe
fouzht is LOIMTS, Hence the need for concentrated, con-
certec and tinely action by T.". I'ovement. Tt may he
noted thit ever after the ™y Commission and “ace TFoards
have rejected neeubased wage, 3Shri Tanda, Union Labour
Vinister, while iragurcting the 19th Sassion of ITrdian
Lzbowr Conlerence reiterated the reed for pivine first

priority to engvre need hased standard,

5 00 Ol
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11, A_cage for Vinimum Statutory Ponus.

LIn the context of the irdustri=zl relations
as obtainirs to-day in our countryv, bonus 18 related to
orofits, whether we like it or not. Since it is
one of ouwr targets to gsee that the Tonus Commission
takes uvn the Ue Nove inquiry Into the question,of
fonus and does not r strictp the came to the rresent
narrdy orhit, the €irst tzak will he to detach
minimum bonus from nroPit.E Cor wape lavel heing
very low, sub~norn-l sirm; rieed raged wage accord-
inm to 1&5th Labour “onference is denied, there is
every justification for minimm statrtory bonus to
£ill in the gap between the actuzl wages ard the
need hased wages. Just as employer has to nay
Leave Mges, <rovidert Fund coétribution or 1.5.T7,
contribution irresmective of cevacity to vay or orofit
or loss, he nust te comnelled to nav a minimum
bonus to the workers. s a result of this even the
workers in less maokirg concern or in loss years will
be entitled to minimum bonus. Toreover since
workeres are not responsible for loassess, there is no
justificotion for penzlising them by way of denying
any bohus to ther for nore of their faults, excent
perhaps that they 2zre emnloved with defarlting
erployers. Thus minimum statutory bonus can he eaid

to be the first task in the fight for adequate bonus,)

.UIGCPG



IIT. Family Budrets v/a. Ra

lance Dheetp.

The main justification for this is not to
be found from balance-sheete of the companies, but
from L'e fomily budicets of the workers. Tf bonus
linked up with orofit is justified te 111 in the
gap between actval wape and 1iving ware, statutory
mininum bonus is more no justified to €111 the gan
betyean actuval wape ard needlased wage, The
préority for need hased wage in the present gcheme
of sccial justice is nrime consideration for the
Justificition of this claim Tar minimum stetutory
bonus. Thus it is te he sunrerted on social,
rorel ard ethical rather than economiecal argd
firancisl considerations. Tt mav ! e noted in this

respect theot Shri G.1., Yanda, "niorn Lahour “Irniater

has reitercted as late as on 9=1C-19A1 the need for

giving nriority to need based mirimum wage evolved
by 1{th Tripartite Conference evern after the same

has leen rejected by Tuv Camwisslon and other ware
Boards .

Shri "anda says, "The first orioritvshould
be to ersvre the need-tased minipum stendarad as
envicaged in a recomrepdation of the 15th Session
of tire Indian labLour Conzererce"” (Inaugeral iddress
of tle 19th Indfan Labowr Confrrerce, Times of
India, duted 10-10-1961).

Tt may also te noted in this conneqtion *v-+
statutory bonus is not altocethier a new elemert. At
preart t there i3 , avart from 1ta merit, a scheme of
staturoty bonus in force in Coal Vinea, under which
4 months (basic wage) annval benns is pgiven com-

pulsorily, on certain minimum attendence.

0600l
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Iv. Bonus Linked with Profit.

Apart from the minimum ststutory bonus
.-

workers right and-.titla to the bonus as share in
profit is recognised. Tt 18 no more considered as
ex-gretia exn_gratlils or. bakshis ete. f.e. a
voluntary gift of the employers hased on hum&n%tarian
considerations, Gone arae those dave hy nowia Mow
the ernloyers have adonted an 'enlightened avrroach!'
of satisfyin- workers as a satisfied worker ig an
agset to them. They have reconciled to tre neosition
that profits are the rroduct of joint efforts of
capital and labour.; Here -before according te them the
worker s had nothirg te do with the profits, they are
none of hie¢ cercern ard the only source of oroefit
is capital, rnack or skill of minagone“t and
orpanication. ‘Yorkers were entitled to a wace
2ctrally earned ard nothing heyond that. The woges

were setlled by csh@fA force of authority, individual

contract or surrly ard demand of lebour force.:! 2ut wil

-
]

the herd won rightg oft organisdpe into trede unions
ard collective barpainire the workaras' contribution
to profits slowly dawned on authorities and emnlovers.;

. -

48 a result of this sveh charres on profits, as 1leave

13

wages, opovident fund contributions, E.5.I, contributions,
retrenchment compensation, lay~ff comnensation were
admitted. So also bonus as of right although not as
deferrec wage, was recognised. Now since 1t is

related to profits we must understard the nature,

5
causen and sowurce of profits.

9

«eesPB



e LA

V. lconomics of Boprug - Class Approach.

a) Nature and source of profit.

that is a profit? "hat ia the source of it?
Profit is wealth (value) oroduced minug wealth (value)
spent on its production. Mow how this additional wealth
(value) 1is produced and who broduces this added wealth?
These are the key gquestionsof Zconomics. According to
tlie Beonomies of working cluss‘i.e. Varxist Fconomics
the sole source of profit is tre surnlus lsbour (value)
whieh ia mis-appropristed by the capitalist. According
-to capitalist economics, it is the fortune, canrital, skill
or nack of management and organisation that yields nrofit
for them a&nd the worker has no contritutfon in 1t. Tt ig
none ¢® his corcern. This arpect reguires thor~ush and
detailed discussion ard education, lere, the two funda-
Tenta?ly opposile conceovts are only stated al thourh they
can be elaboretely develoned.;‘Tt ie due to the stark
reality of 1life and workine class strucgles that the mosi
Lrus ted guardian and oustodian.-of-- the.-nari{vate.nroverhy
rnizhts, namely “upreme Court of Twdia, has admitted of
late that the ce2pital and labour both jointly contribute
to the profits. Thus the Sunrere Court observess=

"It 1is, thernfore,hclear that the claim for

bonus can be made only if as a result of joint contri-
bution of capital and labour t'e industrial concern has
earned profit". @ .I.J. 1955~T7 - vara.l at nage 4),

Earlier on the =mame rape jt arvrovinely auotes
from L .A.T, decigion as follows:~

"As both labour and cavital contribute to the
earnings of the industrial corcern, it is fair that

labour gshouwld derive some benefit, if there is a

%
surplus after meetine prior or nececsary charaes".J

0000005 E



'}

e T

b) Ambzkar's Dangerous Theory of
Unearned profits.

The werking class could brirg home this reality
at least partially to the Supreme Court, Tut it is yet
to be dawned on T.N.T.U.C, or Ambekar. According to him
substantial profits are UNSARLYD PROFITS. orkers hawe
no contribution in these profits,

Thus 1n his note on Ronus he observesi-

"As a matter of fact the rature of ovrofi+ *-
such that a substaniial portion of it acerues not as
a regult of contribution of labour or industry, but due
to extraneous factors like Government policy, market
conditions, law of suptly and demand, ete. The vprofits
accrued as a result of ongration of latter factors are
in the nature of unearned profits on which industry
ghould not have a claim." (T.h.R. February 5, 1961).

According to him workers' claim for bonus out
of these profits 1s hased only on considerationé of
social justice and unfair price of labour. TIn the
components of cost of production only the labour is
paid unfair price. 350 the right of bonus is restricted
to the difference between wages actually paid and
the fair vwage. He says,

’"Besides amonst the comnonents of cost only the
worker 3o not given his fair jrice for his labour and
thus the profits accrue.'" (T.T.R., February 5, 1961).

Now he cleims bonus only because fair price ig
not given to lebour. He does not base his claim on
the Walues added by the Labour.

If this approach: is accepted the borus claim
is. nipped in the bud. VYorkers.contribution in profits
is flately denied by a trade union leader! Addition
in wealth is denied. According to him substantial

profits are unearred and fortuitous profits. Even the

'.l.hPlo
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achlevements so far made ir bonus struggles are com-
pPletely negated by this nroposition.;jWéumust do oun
-beat to sce that none of the sections of the worksn~
-claps adopt thisg approach be fore Bonvs Commissione.

c¢) Price and Value of Labour Fower.

In case of all tre COﬂTodities the nrice may be
monetary expression of valve, or else there may he a

little difference in the price and valuwe. Rut in case

« of labour power the price of it is mush lesgs than the

value created by it (exclvdins that part which is con-
tributed by constant or fixed aseets). Livine wage may
be at best the fair nrice of labour power, Put even
ther "the labour's contribution is muech hipper than living
vage in the wealth created by it, labour has a richt
over -that part of it also and rot merely tre difference
between the actual wepe npnld and the fair vrice of it.
Similarly this part of additional surpluvs wealth is a
profit. It is not an unearned or fortuitous profit to
which labour has not ceontributed. Tt is a real and
material additional wealth on which bonus i1s rightfully
claimed.

There was a time when workers' contribution in
profits was toctally denied. 522‘15'15 partially recog-
nised. e have to advarce Turther the theory of surplus
value as the souvrce of profit and base our claim of
bonus on this.

Thug the nositions of T.N.T.U.C, and A.T.T.T.C,
can only be noles avnart, fundamentally opposed to each
other.

Cur Masis of claim fof bonus 1is that tlhe surplus
velue which we have created with our blood ard tedl is
the source of profit, The fruits of our labour are mis-
approprlated by the employers becase of the capitalist

system of production baasad on private property rights

see P11
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on means of production. Tt Is not a matter of mercy,

grace or any thing like that. Tt is a question of
establishing a right to the possibtle extent urnder the -

present capitalist structure. Yith this perapective

,only we must scrutinize each and every jtem of L.A.T,
Tonudé formula and change the order of nriority of the

prior charges. The assistances of other forceful

arguments against the rreesent priority order should
be tiken only as a second line of defence.

To eut ehort thisg diecussion an {11uvstration 1is

given.,
- T - e -
{ To be inagerbted on Pege, Llipd Ve ““”i‘)
¢ urac thi ; o N " i
@¢ coursc this does nob mern thot Ghe ride, size, <nd volume

-8 - '~ ~ 3 ]
of swplus vrlue is wiifovm &t Ll the hLimes &m®¢ in <1l tke

lndustrice. It i bou.id to differ industriwisc ond unitwiazc

t W IsTTN dal " 3 - 5
00 decpeading upon the cxtruvenous circunstonces such ©s G096

olicy, Eerkot conditions aupply &nd domsd ete, Wo will heve to

tere  this ospect into considerstion while presging for ¢

definete quamtity of ghare in profits fRRRXExAE &8 bonua in
vevious industrice, Lfhis i1g phe metter of turther end detniled

I o ne iC O 3 3
study. Hone the lons oac tling ig certsin thot &5 & result

.a I el 28 - . .
ot the wo~king ol heoe fectors or the verieticns in profite

the gubstenticl portions of the preasent dry profits e&rc not

UNEARNED L'ROFITS fo is made out by shri. o m.

émbeker, Tihie 18 ¢ mettey of relrtionship betvicen price end

Value of the sdded weclth or surplus value in different br&ncheas

¢nd sphcion of production, But it
1

addition/vrlucs

docn not elter the fect of

by lrbour power actuelly spent on production

of them,
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VI, Spirit and score of Enguiry.

,:The emphasis on social policy asvects of the

%ive Year Flans has got to be forcefully brought home
to the Ponus Commission., Tnless the Commission is
imbibed with that spirit there will be 1ittle brogress.

la have to eee that the Monus Commission ixden-
tifles itself with the followire snirit displaved by the
Sacond Five Year [lan.
" a) Second Ilan.
"The tssk lefore an under-develored country is
not nerely to zet tetter results within the existing
framevwork of economic and social imstitutions, but to
Jgould and re-fashion these so that they contribute
ef'fectively to the relisation of wider 2nd deever social
values.h./' ' X

JThese values or bhacic ohjectives have recently
been summed up in the vhrase 'socialistic pattern of
society'. Essentially thie means that the basic crite-
rion for determining the lines of advance must not be
private profit htut social ¢ain, and that the pattern o°
development arné the structure of cocio-economic rela-
tions shovld he eo planned that they result not only
in appreciable ircreases ir national income and
employment but also in greater equality in the incomes
and wealth. tajor decisions rerarding production, dis-
tribution, consumption and investmert and in fact all
socio-economic relationships muet be made by agencies
inforned by social purpose. Lhe benefits of economic
develovrment must acerve more ard more to relatively

leass privileged clanses of society and there should be

progressive reduction of the concentration of income,

wealth and economic power. The problem is to cregte

a mileau in which tie small man who had so far had little

opportunity of pereceiving and nerticipating ir the

«se+P13
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immence possibilities of growth through organised effort
is erabled to put in his beat in the intereet of a higher
standard of life for himself and increased oroeperity
for the country. Tn the process he riges in economic
and social status. Vertical mobility of labour is thue
no less important than horizontal mobility for nothing
is more deatructive of hope and more inhibjtive of
effort than a feeling that the accident of birth or of
a poor start in life 1s 1likely to come in the way of a
capable person rising in life in terms of economic and
social status." (page 22, 2nd Five Year Plan.)

"iithin ihig broad anproach the 2nd *ive Vear
Plan !as been formulated with reference to the following
princinle objsctives i~

(a) a sizeable increase in national inecome so
ag to raise the level of 1livins in the country;

(b) ranid industrialisation with perticular
emphagis on the develonrent of hasic and heavy 1Industries;

(c) a larre gxpan~ion of employmrent onportunitiess;
and (d) reduction of inequalities in income and weahbth
and more even distribution of sconomic power.

Thege objectives are inter-related." (page 24,
2nd Fise Yexzr Plan).

tlaboratin; the fourth objeétive, viz., reduc-
tion of inequalities, llanninz Commission says: "Economic
development has in the nust often been associated with
growijz inequolities of income and wealth. The gainsg
of develonment acerne in the early stages tp a 777
class of businessmen and manufactnrers whereag the
imnediate impact of the application of new technilques
in agriculture and in traditional industry has often

meant growin,, unemployment or unier-emPloyment among

large number of peonle, Tn course of time this trend

esssPl4
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pgeta corrected paprtly throuh the develoowmant of
countervallne power of trade unions and partly through
the Ltate action undertaken in response to the growth
of derocratic idea, The problem bafore underdeveloped
countyy embarkins upon development at this later stage
Is so to plan the alignment of oroductive forces and 67
clasgs relationshivs as to combine DEVSLOPMENT “ITH
REDUCTION IN EGONOMIC ~¥D SOCIAL TRNQUALTTYs the process
and the nattern of develowrent has In esnance to be
socialised., There are axistin~ inequalities of income
and wezlth which need to bhe corrected and care has to be
taken to gsecure that developmert does not create further

inequalidies and widen the existirg disparities.”

YAV PR P
(prae 14).
%)

A "It mav be conceded that there is some force in

som2 of the argumants urged in support of the plea that
the formula should be ravised and its priorities should

be resrrfnged ardl redefined ..e..".

5

J‘*(h B~ (aa it

all industries; and befnre any change is made in it,
all industries and their workmen will have to be heard
and their pleas carefully consldered."

(1959 I Labour Law Journal at pp.644).

¢) Union Labour Yinister.

Yore over Shri anda, Tmion Labour ¥inister
has given tihe idea of scone of the enquiry:- "The
conclusion reached was that we may have a bonus
Comnission, a Commigsion which will go into this
question, try to evolve some norms so that what one

expects in a particular industry and under particular

.lll.Pls
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conditions could be anticivated and there may n6t he
;ny ¢reat deal of bickerings about it or conflicts
develoning", (Lok~53abha Debates -~ 10th Sescion.
0.11070: 3peach on 11th April 1960).

Thus it is clear that the amphaasis ia on

evolvinT new norme of bonus.

/
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VII, Profit for Ronus Zalculation.

kﬂow 12t ns examine the broad aspects of
present formulaj
The first step is to acertain the profit for
bonus calculation.

\At present only those profits are taken for
bonus calculation to which workerg efforts are directly
relatad. There is a wide anread tendency to exclude
the pnrofits derived from allesed extranous incomes.
since thue wholz mechanism iec indivisible and integral
one this practice should be put an end to. The division
of nrofits on that hasis ia dmpossible and unreal also,
it 1rads only to reduce the quanturm of profits to be
taxen for bonus nurpose and vrovides a device to defbate
them.

It is therefore necessary that all the income
ard nrofit of a conecern should he taken into account
for the v»urvose of Bonusg. Nothing should be 1l2ft out
ag extraneous income and @n any other ground. ¥orsover
the saving on account of reserves used as working capital
by way Interest should be added bheck to the Profits for

the nurvoses of bonus,

0 000 oL
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a) Depreciation.

Half of the statutory normal depreciation should
be allowed as first charged on profit. Actuval wear and

tear iz not to the extent of full normal deoreciation, as

Go b bnpanded Oa
N ' (page 17).

In fact there is a racent finding by Terrif
Commission on Sugsr Indnustrv thest this industrv has
sulficient internal resources to meet the requiremants
for rehabilitation.and there 1s no nacessity of eany
further provision. The Commission observeg -~

"It 1is therafore, bavond dohbt thrat the
industry had resources which couvld have been
utilised for rahabilitation sand maiernisation of

‘the old plant and equipment. The regionwise

anrlvsie of accounts has shown that g~-:-

factorias in North Bihar and Sast U. P., most
rrectories in Western U. P. and almost e11 units

In Southern and Bombav State have the necessarv

rasourcas to carrv out rshablilitation of their

plant and equipmant,®

wa v

At the same time the nresent workers who have worked

L ine-
hard and gave hupe orofits will not only face some 1in

vitable umnloyment bhut will get prpthar digsatisfied in

3 to
conseqdence of due and proper Ronus belng denied

ement of rehabilition
0?18

themr bacause of the lndustry's requir
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being taken wholly “rom the nrnfits of the Tndustry and
nothing being left for the future generation which is to
rean the benefits of the rehabilitation;)
The reasons for disallowing rehabilitation as
a prhior charge are given by Shri ¥M.R. ¥Yehar in his award
in Bonus adjudication in Indian Oxyspen and ‘cetylene 7p
Limited are as follows:
"11. I now proceed to develop the point made
above, that to tract deduction of charses for rehabil itrot -
redlacerenrt and modernisation as a firgt charee on the
profits does not accord with the facts of industrial
finance and involves, with resgnect, agsumptfons which
are erroneouS. ..
"12. Now, it is undeniable that plant and machinerv
must e kept continouslv in good working order both in the
' intepnsts af cupital ard labou;. The Income Tax #ct and
Hules given liberal provisions for inducine buvsinessmen
_to plowrh buck profits for renlescement 2nd for purchasing
new plant and machinery, hut theae have been found
inadequate for nurnoses o rehabilitation and moderanisa-
tion becauae of the spiral rigine nrices of machinary in
the whole of the nost-war neriod.
"14. If in a country which is 1nduatr5511y much
%ore advarnced than India it is recornised that the gap
between the origzinal costs of irachinery, etc., and revlace-
ment coagtg (let alone modernization) may be too big to te
brideed by makiny annval provisiong from pre Tits, it ig
too much to exvect with all vesrect ta the lLabour Anpellate
* Tribunal, which gave the Full Bench daciafon referred to
above, thut in this country the dfoats not only for redlace-
ment hnt of modernisation also must come out of profits
before the available gurolus can he ascertained,
"The Committee (the Vorking Party for the Cotton
Textile Industry) 1is of the ovinion that the monery to
be found for such replacement and renovation can only be

o'nplg
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found by a loan bLein~ granted by the Government and not
by any outripht grant either through a surcharge or
othervigse. The Committee would, however, stron~ly recommend
that the laanr which we propose ghould be giJen hy Govt.
for such rehabilitation, should carry a low rzte of
interest not ezceedineg 4 ner cent. The Committee wanlg
like to emphasise the need for rehabilitation of the
Industry and therefore tie need for making available such
amount as is required by the ITndustry by way of loan. The
Droceang of rehablilitsation or renovation, like the »nroceas
of retionabiaation, must he anread over a f2irlvy long
period; anl by a lonr neriod the Zommittee means “rom

'10 to 15 years. :

"Ir in an industry, which has been establ ished
for a hundred years and in which more cavnital has been
invesgted than in anv other individual industry it has not
been nossible to finmance reanirermenta for rehahilitatlon,
revlacenent and moderniaartion rom the nrofits, can it
be exvected that in very indugtprial concern, the entire
amount reagwired for rehahilitation, revlacement a rd moder-
nisation must b deducted fron the orofits by egual
'
instaltents, as a prior charre before the available
surplus is arrived at?

"15, Now let us come te the suear industry which
has enjoyed progverity for many vears. 'as it heen able
to provide from its nrofits "or “unds far "reha™il ftation,
“renlacement 2 nd moderniention of machinery?".

“16.... Therefore 1f in such industries rehabi-
litation charges are dedncted as a prior charge from the
nrofits, in mary cases the bonus Forrula would not werk
at all and the workmen would zet no bonus, even if a
concorn has made mood nrofits,

"17. In the Tull Eench formula of the Labour

Apnellate Tribunal the rcasons given for providing

-o-..on
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From the profits a pricr charpe for rehabilitation, replce~-
ment and modernisaticn of nmachinery 1s that denreciation
is only a n»ercenta-ec of the_written down value, the fund
set anart yearly for denreclation and designation under the
ﬂead would nol be sufficient for‘these nurnoses, Tt seems
to me that the réeson why deorecistion allowarce have not
sgfficied for the nurnose of replacement is nof hecauge
depreciction by the Income Tax Denartrmert is allowed only
on the basis of a vercentage of tle written down value,

but tecause of t e circurstances detailed in paragraph
1z to 1¢ abtove.

"50 it is a;oin evidernt that industries have
found it d}fficult to finance fenlacewent cosls not
tec-use of Inadequacy of de"regtﬁiOh #llovence, hnt
larpgely hecause of tre great and crowinr increase In the
prices of nlant and neehirvery in the last 1% years.

"18...... (1952 L.A.C, p.273 a2t p.275) in which

Lhe Lz bowr Appellate Tribunal clearly laid downi-

"For the =wrvoses of our formula we are not
concerned w'th what the Comrany does with its
money : we are only concerned to see whether
by anplyiny certain facts and figures in terms
of our formula, ar availahble gsurnlus can be
found out of which honus micht he paié to the
workmen",

"““#Hth respect it is difficult to see why 2 Tribunel should
not take into account realities and why the Tribunel is
not corccrned with whether the Cowpany snends or intends
to spend tne amount claimed by it for rehabilitation or
whether it gives away the amonnt in the shape of

dividends to shareholders...... Tf 1t 1s not feagible

for & Tribunal to teke ar undertsking from a Comnany

that Llhe amount that is claims and is allowed for
rehabilitation woulé be svent for that purrnose in a

reasonable time, I do not see why 1t should not he oven

to a Tribunal %o reduvce the allocation for behabilitation,

ceesaP21
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replacement and modernisation, if the eatimated costs
far exceed the amount that can reasonably be provided
ot of profits.” (T.C.R.1967 n., 466G at p.472 to 478.)

.;;; this respect 1t should bhe brousht forth that
Lthe workins class is not ovnosed to extended or exnanded
reprod iction or is conservative or orthodox in that
respect. The question 1s who Is to hear the cost of
£xpandeo and extended reprocduction of wealth., The
burden should not te en the 1l1l-nmaid and 111~fed
workgr: but on employers who have reared huge profits in
the nust on the nachirery which is to be rehahilitated.)

¢) Beturn on Paid-un-Tapital.

: Now comirg to the return on paid-un-cavital,
it sho 14 be vaid only on act@lly vaid un canital and
ncl on tonus shares also. Tonus share itself is a very
bir ane disproportionate multiptld. dividend. Turther
return on it would mean dividend on multinul dividend.

%o return, therefore, should '» al)owed on Tonus shares.

dg far ag retorn on vaid~un-canital fs concerned
tLg@t szme should he allowed only after devreciation
allowarce both for machinery and huran body 1s allowed.
That is to say only the gap between the actual wage
and necd-hased wage 1s £illed. 4After these two charges
gre met with if onry available surplus remniré it shonld
be equally distributed between labour and canital subject
of course to taxation i.e. actiwlly nawable incore tax,

. \
and ceilin~ at 67 return, on actuzlly najd-un-cavitzl only,z

[ d) Return on Workinr Zapital.

on reservs used a5 working capital is allowed. The
L

reason given is that if thease reserves were not uged

Under the nresent formula in peneral 4% return

ceess. P22
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they would have earnred interest, . Rut ther there would
have been borrowings fer the purpose of workineg capital
which would have carried hipher rate of interest., 7Tn
fact because the reserves a2re used there 1s actual
gaving., Thie asvect hag been over-looked by the L.A,T,
formula and on the contrary return is 2llowed on workinre
capital used from seserves on erroneous assumbdtions.

In fact there is & czse for adding back this saving to
tbe profit. So the difference between Interest that
would have bheen earned by the reserves used as

workin capital and the irterest on that such amonnt of
loan should he added baek to the nrofit for the nurpcees

of bonus. )

e) Income Tax.

Allowance for tzxation shonld he ﬁade only
to the extent of actml JTncome Tax paybble on profits
and 1t shonld not te allowed even when it is not
actually payable, loreover, no taxation should be
allowed on divicdends from the Comnany:s orofits for

shareholcders.

«s..FP23
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IX, f I'ew Crder of Prior Thargces.

Prom the discussion of the present L.A.T, formula

an entire new scheme and order of prior charges is

emerged,

Tt can te enunercted as follows:~

1) Statutory Minimur Ponus.
Depreciation - & of gtatutory normai.
2) Bonus linked with profit.

4) Tncome Tax - actually payable,

X, | A_word about Telance-Sheets.

L'or workin; out the Bonug the audited Balance-
3heets should rot be takenas a hasls, The Tmions mue*
be allowed to go behind them. A number of casges of
talance~sheet manupilations came to the light 1r bonus
diaputes can he cited. Only ar authoritative view is
suffic’ent to throw light on it. ‘henever the "'nions
have coubt about the genuineness of the bhalance-sheets,
even 1f they are audited ones, "mions should be allowed
to go to behind then and the masnagemerts must be
compelled to open a1l the cards.

™hig §s what ¥r. FMigann has to observe in this

!
respect, 0

", ... The student of accounting will know best
how far the wrofits or the Tmlance-Sheet is a true
kndex of company's position as there are various maans
by which real position may hte observed. %r In certain
cases, perhavas, ircome-tax authorities may well explain
the unscruploua practices of emnlovers to lower their

profits artificially. The devices of watered carnital,

.o .0P24
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the isague of bonus shares, the investment of gross

-~ 24 tm~-

profits in the capital improvement of the Company,
etc. are some of the devicas to lower the amount of
net-profit, ‘“here a Company is jointly controlled
with other allied countries, the shifting of

profits from one to another ig also & common and

eaéy vay of escape. There are thus numorous ways

to deflate his profits and obtain a decrease in

wageas If the profit and loss test is adopted". (State

Regulation of Ninimum Wages -~ by S.B.L,Nigam page 156)/

Covdil . tn ' Eh i
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There sra some observations of the Labour

Appeltate Tribunsl on genulnass of Balance-Gheets -

"In mvy opinion, the contention off labcur,
though not sntirely correct, is nearer the
truth. If there are som individuel mills which
ara not working with profit, it is mors due to
tha mismanagament e2nd greed of tha managing
agencies than to the inherent unsouninass of the
inlustry «.e... It is,therafors, not safe to
bage ‘anv conclusion, especially where losses

“ are chown in the balsnce sheets, on.eccount. of

‘the working of the =zuger wills submitted by
those mills.”

(LeLoJo=1951-1, p. &Xa-%2% 478 to 484.
Bhar-Fnlvabri{nl ~Iri-bundt, Sugrr Mills of \
Bihar v/s. their workmea).

. \

"TIf it were nogsibla to ralv on the baleance
sheats submitted bv the factories bafore us,
wa should have preferred to brse our con-
clusi-ns on them 2nd should have decided the
question of bonug unit-wize. But so far as
the suger industrv is concerned it dosas not
appear to be possible to relv on the balence
shaets as deﬂicting a true picture of the
season's working uniar the prevalling svstem
of accounts".

"We rre, therafora, constrained to hold that
the question of bonus in the suger industrv
1s not c=pablas of being decided unit-wise
under the exlisting conlitions »nd the rule of
linking bonus with profits ag shown in the
balance shests cen not be sdopted."

(L.L.J.1952-1 p. 615-623, U. P. Suger Mills
v/s. their workmen. AP Tmdustrisl-Bpibunnd)
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No.184-A/(N) /61
! Novembur 20, 1’01

Dr.B.Rk.3eth,

Depuby 3Secrelary to the Govi of Indla,
linistry of lLabour = Laployient,

ilow belhid

3ub: Bonus Commission

denr 3ir,

Ye acknowled; e receipl of your letter
0. UB=-20(92)/61 dabed iovember 14, lyol, on bthe
above subject. Our organisation desires
that the Govermment may nominate shri G. A.Donge,
li.P., Genecral Sccretary, ALIUC, as a ilember
of bLhe Donus Commission.

'he address of Shri Dange is given below:

Shri S.ih.0mpe, leP.,
General secrctar,, ALiUC,
& Aghok doad,

New Delhi 1

Yours faithfully,
VhG

(K.G.Sriwastava)
Secrelary



ieuse © Q72
R. S. ulkarni Pl ; 7807

BLOCK No. 9.

. MOSHION MANSION.
Trade Union Legal Adviser SANKIIAL! STREET

BOMBA 1 -4,

Joint Secretary,
M.R.T.U.C. 2lst November 1961.
(A.I.T.U.C.)
The =ditor,
Trade Union Record,
New Delhi.
Doar Comrade,

I have sent a note on bonus for bonus
discussion in T,U.R. Klndly insert the para
attached herewith at the end of the slip pasted
on page 11 of the same. That means this will
be last para under sub-heading Brice & Value

of Labour Power.

Hoping'to be excused for the troubles.
With greetings,

Yours fraternally,

pA bl



In thls respect thero?still another dspect of tle
matter which is more important for practical solution of
bonus prohlem. A part of added wealth or surplus value
croated in one 1nﬂustry is more often than not carried to
other industries. It flows from industry to industry. It is
distributed not only on productive activitksand also non=-
productive ones, This flow depends agaln upon the same
extennal factors such as Govi. pdlicy, suprly and dcawia

market conditions etc,.

r._{_-r.n' It J[.'/, o fiodls J ey, .\]



TCLTR-L0( Y3
Gevarcment o Intia
Mindstyy of Labour & %enlcey ont

Ir om
Dr. B. R. both,
Dsouty Scepatary to Lhe Gevt., of Indla,
'
e ‘

The 8ecretary,
all Ipddla Tra o Uniun cungruss, o ]
b, Ashoi Reat, Vew Dalhi-l, 13 0L i)

Dated "aw Delni, the

Subjact:-Cencelusions reachsd =t thoe meating hold cn the
23tn Ocb., 1381 to fiuaulize terms of rolsru.ce and
compesitaiuhe of th Bohugs gormissien,

“

Qj]

T dlvactad L rylor your letter Ve, 172, 4/31(B2),
dated thy T4th Tov,, 13381, wy the abeve subject. Walle
de ling rith the wurkers! soint rs arding bonus in
departmentally cun »udlic stcter nndsrtakings which
covpt hell 1lth ¢imilur nrderiakings in shic nrilvata sacter,
e Loabonr MNindster ss5dd that bt omesticn cenld bho
ceng fdor {1 eanarataly, It aenltd net bhas ecrract to sy
shat a a'te grlail issurancs to accnsiqdzr the mattar mas
slvan by Pha Tabenr "i-detepr, ™o dntantien wag that

1

tha patt . r conld bhe ~ensida-ad sanu-cuabaly 1f aneh wntien

wez dsamel nwaceca v S (r Fhe wopits of sach cice,
Mg werds AL noecoes eyt i b ccrglasicns onlv claclfy this

nceition,

Years fatthfay i,

l

\VW'L-A |
( B. R, ooth )
Denuty oSscretury,.

d.a.all.
kam-7 .x11
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No, WB~20(9)/61
Government of India
Ministry of Labour & Employment

Teen | .

From

Dr, B,R, Seth,
Deputy Scerctary to the Government of Indiga,

To -
i, All 8tate Governuwents and Union Territories,

2. A1l Indla QOrganlsation of Employers and wnrkoers,

Dated New Delhi, ths
L8pd8s 14.12.61,
Javject: - Appointment of the Bonus Commission,

LU N
Sir,

I am directed to encloso, for information a copy of the
Governuent of India's Rgsolution No,WB-20(9)/61, dated the 6th
Decewber, 1961, conotituting the Bonus Commission,

‘ Yours faithfully,

%’Mf\ Al

.Refd, to" . ( ByR, Seth )

Deputy Secretary,



Qopy, with a copy of the Resolution forwnrded to :=~

"D, A, Refd, tp"
*DAYAL*

A1l Ministries of the Governnment of Indiag
Planning Commissiorn; Programme Evaluation
Organisation; Commlttec on Plan Projects; and
The Cabinet Secretariat,

Director, Labour Bureau, Simla,

Chief Labour Commigsioncr, Nwe« Delhl,

I
Research Divigion: and IR-II and LR-IV Sections,

/ pr\../ @-
faf’DLputy SecretaryJ



{ To be published in the Gazette of India, ///
Part-1, Saction I 1

GCOVERNVENT CF INDIA
MINTSTRYT CF LABCUR & SMPLOYMENT

New Delhi, the gth December, 1961.

RZ2 SOLUTTION

No.WBe20(9)/61: The Government of India have decideal

to a0% up a Commission to study the question cof bhapns=
4

to workers in industrial employments and to make

suitable racommendations, The composition of the

Cemmission will be as follcws &=

CHATEM AN

Shri ¥, R, Mcher,

TNRDEPIRNIFEIT MM EIRS

1) Shrt M, Govinda Reddy, M.P,

2) Dr, P. N, Ganeuli,
Diractor, Delhi Schoel of Economics.,

MENMBERS [EPRESENTING WORKERS

1) Shri S. R, Vasavada.
\ 2) Shri 3. A, Danga, M,P,

MEMBER " RIPRTSTNTING IVMELCYEIRS

1) Shri W, Danilekar.

2) Shri D, Sandily=,

2. The terms of rarcreace of the Commission will
be as follows :-

(1) To define thz concent, of bonus and to
consiler, in relation to industrial
erployments, the quaation of paymsant
of honus based on profits and recommend
orinciples for computation of such

onus md methods of payment.

P, T. C.
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NOTE- The term "industrial employments" will include
employment in thc private sectocr ant in establi-
shments n the public sector no%t departmentally
run and winich compzte with establishmeats 1in
the private sector,

(2) To determine the extent to which the quantum of bonus
should be influenced by the prevailing level of
remuneracion,

(3) (a) To determine what the prior charpes shoull
be in different circumstances ond hrow they chovld
be caleulated, 3

(W) To determisic conditions under which bonus
payments should be made unit wise, industry
wise ard industry-~cum.-region wise,

(4) To considar vhether the bonus due ©o workers,
beyond a spncrfied amount, should be paid in
the form of National Saving Certificates or in
any othar form,

(5) To consider wherher thera should be lower limits
irrespective of losses in particular establish-
ments, and upp~r limits for distribution, in one
year and, if sc¢, tha manner of carrying forward
profits and losses over a praseribed pericd,

{(6) To suggest an appropriate machinery and method
for the settlement of benus disputes.

(7} To make such obt!tr racommendations regarding
matters concziting Bonus that might be placed
hefore the Cor~Issiorn on an apreed basis ty thro

mployers' (inczluling the public sector) and
he workers' ruasrasentatives,
|
3, The hdadquarters of the Commission will "a loeca*:d v

Bombay., Correspondencs sacended for the Commicssion may be
I3
addrassed to Chairman PRonue Commissicn, (1d Secretariat

Building, Bombay.-J,

Sd/— K. N. Subramanian,
Joint Seeretary to the Governmegnt of India.

No,WB~20(9) /61 Jated New Delhi, the 6th Dacomber,1961.
¢
ORDER: rdared cha: a copy of the Resolution be

commun®caved to -

(1) A1l State Governments and Union Territories.
(11) 411 Ministries of the Govt,of Tndia,Planning
Commissior.,, Programme Evaluation Organisation
an’ the Conmittee on Plan Trojects,
(114) ALl India Organisations of Empleyars and
Workers,

Ordared aYso that the Resolution ¢ publidhed

in the Gazette of India for gencral information,

S/ K.N, Sulramanian
Joint Secretary to the Govarnment of India,



LAYES (-8 BUHHS COMIISSIO0
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(Page 205, Colwan n,2 & 3 of Comacrce, - 18th Fedbruary 1961.)
AN 3 ) 1 N

S0 muven nes been said and written about the chairmanship of
the proposed B8oms Comission tiat any further comuent on it would be
rogarded as just another voice in the chorus. But, in view of the
developments that have taken place sinece we last wrote on the supject,
it is necessary to revlow the slbuatlon, as it obtains at present, so
85 to provide a hackgroand to Ehe mnderstanding of furthor developments
that are in the offing,

A3 the amnloyers hai mado kunown, in no uncertain terms, theilr
disapproval of tie jroposed chalrman of the Commission, the Standing
Lapour Comaithec to ascertain the views of the partles concerned,
explain to then thae Govermment's atand and to finalise the Commission's
terms of referesuce, The Gomaillea, wi:i~h La a tripartito body, met ir
Now Deihl on the MGhn inst, Apart from murtual exchange of views,
nothing tangitle has resulted from the meeting, Mr., Gulzarilal Nanda

made cloar Lne Uovernment's stand nun the gquestion and songnt to
Justify am' couvince the empioyers tnat Mr. M.R, Meher, President of ki
the Indust. lal Court, Bombay, vas a pood cholce for the chalrmanship
of the Commissiou. He is understood to have urred the employers not
to be obsemged with the 1ssue of the composition of the Commission, a3

the lalbtcr was not a triuuna} asked to gilve an award which was 5inding
on the par’.ies odut only an advis ry body called upon to study the berm
question ww make recommendations, He #1380 assured the employers tlLa
the Commiznion's recommandations vould be accepted, only if they were
unanimous or bthal only sueh recommendations as were unanimous wonld be
Iaplementou,

The Minister had no objection to making tne Commission
Tripartito in character by giving represemtation on it to emplcyors
and workers alike. But he firmly turned @own the cemand that
Mr, Mehre siould not be thae chalrman. Mr, Nanda pelnted ouc taat in
wa3 hot posslole to get a sitting judge of the Supreme Court to
preslce over the Commiscion and ho was not in favour of appointlag
Judge of the Supreme Court to preside over the Commiscion and s was
not in favour of appointing a retired judge of that Court, The
questivn of fiuding a sujtable jud .2 of a ilgh Court was presumably
not oxamlned,

Employera' representatives are renerted to have askad for
some more Lime Lo give an answer whether a tripartite Comnission woul:
be accoptable to them, They are understood tc have gax pointed
out that they hsd no mandate to commit themselves eitQpr way and
could do uso only after consultatlion with the constituent members of

Lhe organisations which they represented, Accordingly, time~1limit
'Q.O.lz
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of six weeks nas been . iven to them. Thae three central organisations

of eaploeyers, namely, the Eaployers'! I'ederation of India, the

A1L1-Indla Organisation of Industrial Employers and the ALl India

Manufachurerst Urganisation, ar e expected to consider the entire

issus denovo som2 time next weolk. Tt would appear thwt a section

of emplyers is 0w owmesed o the ldea of bhoyecotting the Commission,

as 1t fels Luat suca a course wonld only sarve to antagonise both
tne Goerumont and trade unilons.

The workers' representatives anave fully approved of the

cholcimade vy the Goveranent. The spokesmaen of the I.I.T.U.C. said
at th aforesald meeling that thelr organlsation strongly objected to
the ¢rlovers starting a controversy over an appointment which the

Govement had a right to nuke, They argued thnat Mr. Mener was a

man £ considerable experience on the lssue pertaining to the complex
quedon of norms, the chairman of the vommission simply bacaves *= gx
Madeclided bonus disputes, then even Suprema Court jJjudres, who had

haned borme casés, would huve to be ruled out for this post, Yhey

madtho furtier point that, if the Government were to cnange its mind

inxference to the wishos of employers, the trade uvnions mizght have

to:ange toeir ablitude to the guestlon,

The subject figured In Parliainent on Wednesday this weelk

duig queshion hour. Hr. Handa disclosed tliat the terms of
rachce of Lle Cowmission would be finalised only after the g

qtion of personnel was setbled, A meeting of thie representatives

amployers und workers nad beea coavensd for April %o consider the

s of roference, AN inaicavlon ol all the 1ssues the Commission

wd be asked Lo examiue was alao ,iven by Mr. Nanda. He stateld

1 it wonld be open to Lhie Coumisslion even to suggest the

iination of oomus snd Lha replacemeinl vy soma otaer system. It

{d also be open to it, according to Mr. Nanda, to relate bomis to

ltlonal pxrdemx productlon or otner factors, Askad whether the

arnnont proposad to bring legislation to enforce the decisions of

Bomus Commission, Mr. Nanda sald that, 1f the pa ties agreed
L)

implement tha declsion, tiuere would be nc need for leglslation.

ne said that legislation could not oe rmled out altogether, Inis |

ark seems to contradiet the assurances reported to have been given
il to employers' raprosontatives to the effect that only the

nimous recomuncndations of Lne Commisslon would be enforcad.
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{Page No.1l, Coluunn Mo.6 ol Tim s of India, February 16, 1961)
Nanda On Terng Of References (New Delhi, February 15)

"Mr, G.L. Nanda, Labour Ministor, told the Lok Sabha today,
in reply to questions, that it would be open to t@e recantiw
announced Bnms Commission to suggest the nliminaflon of boms and
its paymnnt in some other form to the workers.

In rixing ths asorma for tie caleculatlon of honus it was
also apan ko the Commizsion to relate bomz to sdditlonal production
a{ other factors,

Mr. Manda, who was replying to Mr, Barcocha and Mr,.
Brujraj Singk, sald that both tiie employsrs and the employeas had
1ald thot the mebthod of rating bomis crestad confusion and tension.
Theyv were trylng to [ind out whether there could not be a better
way of rova ding the workers themx tlaan by payment of bommus. 1t
was open to the Comnission to deal wilh (hat matter.

LEGICLATION POSSIBLY

Mr. S.M, Banerjec asked whether the Go%ernment propased
to'bring lepgislation to enfor~e the decision of the Bomis
Commission and whether the Commission would go into the question of
bomis to workers in punlic sector enterprlees.

Mr. Nanda replied that the quastion of legislation would
arise leter depending on the situation then, If all the parties
agreed to ihplbment the decisions there might be 10 need for
lezinlation but legislation could not be ruled out altogether.

The quaation of pavment of boms in nublic sector
undertakinegs had been ralsed by some trade unions and States. It
wonld be discussed first by the tripartite Standing Labvour \
Committee,

Barlier, Mr. Nanda sald that the employers had asked for ™
six week's time to shate their pasition as ragards the Committeo's
terms of reference,”

- v W - =
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A NOTEL Ob L U ilIoh ¢F BONUS: \_“

This note 1s confined only to oriticism of the
Bonus Formula of the ull Bench of tue Labour Appellate
Tribunel as finally approved by the Supreme Court. Other
aspects of the bonus question will be dealt with after some
more study and discusaions.

The bonus formula was first laid down by the full
bench of the Labour Appellate Tribunla in October 1950,
Since then the Tribunals have generally followed:this
formula although there were pome instances where the formula
was departed from., Since, however, the Supreme Court has
also endorsed this formula, it has now become manadatory
on all Tribunals to follow this formule striotly in all
Bonug disputes., During these last ten years, the formula
has been interpreted and re-interpreted in such a way as
to make 1+t more and more unfalr to the workera and advantageous
to, the employera, The Supreme Court itself has played a
big part in interpretation which is prejudiclal to the
interests of the workers. These subsgequent explanations,
elaborations and interpretations of the original formula
have made 1t wors® than vhat 1t was in its original form
and today 1t has become extremely difficult to secure a
fair quantum of bonus forthe workers.

The main conclusions of the Full Benoch of the
Labour Appellate Tribunal (1350) are as followat-

(1). *"Now, Bonus is cash payment made to employees
in addition to wages. It can no longer be
regarded as an Ex-Gratia payment for it has

been recognised that a oclaim for bonus, if
resisted, gives rise to an industirial digpute,
It differs from wages in that it does not rest
on contract but still payments for bonus are
made, because legally due but whioch the partiesg
did not contemplate to continue indefinitely.
Where the goal of living wages has been attained,
bonus, like profit sharing would represent more
as the cash incentive to greater efficiency and
produoti()n. Se0ss 00 essce0coneBLIBLOELOEORDY

But where the industry has not that ocapacity or
its capacltiy varies or is expected to vary from
year to year, so that the industry cannot
afford to pay 'living wages', bonus must be
looked upon as a temporary satisfaction, wholly
or in part of the needs of the employee."

(2). "As both ocapital and labour contribute to the
earnings of the industrial concerns, it 1s
fair that labour should derive the same benefit,
if there is a surplus after meeting prior or
necessary cliarges, "

Conta,.

L =
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(3). "The gross profits are arrived at after payment
of wages and Dearness Allowance to the employees
and other items of expenditure which are not
necessary for our present purposes to enumerate
111 detail s v e esesssescesesvenrieane the first
charge on the gross profits should be the amount
of money that would be necessary for rehabilitation,
replacement and modernisation of the machinery.
As depreclation mxkiksmxduwmx allowed by the
income-tax authorities is only a percentage of
the writien down value, the fund set apart yearly
for depreciation and designated under that head
would not be suffiocient for these purposes. An
extra amount would have to be anmially set
apart under the heading of "reserves" to make
up that defioit.”

(4)., "So far there can be no digpute, nor oan it be
denied that the pald up capital 1s entitled to
a fair return, It 1s common ground that the
fair return on paid up capital in this case
should be 6 per cent, The Millowners' claim
in addition a fair return on the regerves
employed as working capital., The employees,
however, dispute the right of the Millowners
to any return on the reserve employed as
working capital. This is a quemtion of
principle, and requires a decision.*

(5). "The reserves wiich are carried over from year
to year in law belong to the Company, and in
our view the Uompany is sntitled to somse
return for the money employed as working capital.
The Oompany is entitled to deal with this return
as 1t chooses, and neither the shareholders
individually nor the employees cen as of right
olaim any direct benefit acoruing out of the
employed ocapital; thorefore this amount has to
be oredited to the Company. There cannot be
any doubt that the employment of the reserves
as working capital obviates the borrowing of
monsy pro tanto from outaide aources for the
same purpose, and may be at higher rates of
interest, The payment of higher interest
would necessarily reduce the gross profits; to
the extent the employment of reserve as working
capital would be beneficiml to the employees."®

(6)s "The paid-up oapital, however, rune a double risk,
vig, ?1) normal trade risks and (2) risks
incidental to trade cyocles; whereas in the ocase
of reserves employed as working ocapital which is
sxkiaax more 1igquid than fixed capital the
incidence of risk to vhioh it 1s subject is
rather small, So the fair return on reaserves
employed as working capital must necessarily
be much lower than the fair return on paid-up
capital. This has been recognised by the
Tarrif Board in 1ts Report on the Cotton Yarn
and Cloth Prices in Bombay ( 1948)."

_Although the L.A.T. did not diaoués the question
of inocome~tax in detail in their conclusions, they provided
for income~tax at 6§ annas per rupee on the balance left
after the deduotion of statutory deprsciation and reserve
for rehabilitation eto. from the gross profits. After
providéng for 6% return on paid-up oapital and 2% return
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o+ / After working out the residuary surplus in this
mgnner, the L.A.T. disocusged how to determine the quantum
of bonug, The Full Benoch stated as followst-

"After the aforesaid deductions there remains a
purplus and the issue is whether the employees

are entitled to any and, if so, to what bonus.

The answer to this issue is not easy, for we

have to consider in this context the needs of

the employees, the claims of the shareholders,

and the requirements of the industry. The

subject is not readily responsive to any rigid
principle or preoise formula, and so far we have
been unable to digcover a general formula., This
does not, however, mean that the answer to this
issue 1s in any way fortuitous; nor mm are we in
any doubt as to the considerations which must
prevail in deciding what the amount of bonus should
be, ELagmsentially the quantum of bonus must depend
upon the relative proeperity of the conocern during
the year under review, and that prosperity is
probably best reflected in the amount of the
regidugry surplusj; the needs of labour at existing
wages is also a consideration of importance; but

we should make it plain that these are not
necessarily the only considerations; for instance,
no scheme of allocation of bonus could be complete
if the amount out of which a bonus is to be paid
is unrelated to employees' efforts; and even when
we have mentioned all these consideratlions we must
not be deemed to have exhausted the subject. Our
approach Xm to this problem is motivated by the
requirement that we should ensure and achieve
indusgtrial peave which is egsential for the
development and expansion of industry, This ocan
be achieved by having a contented labour force on
the one hand, and on the other hand an investing
public who would be attracted to the industry by

a steady and progressive return on capital which
the industry may be able to offer, It goes without
eaying that if the residuery surplus is appreciably
larger in any particular year it should be possible
for the ocompany to give a more liberal bonuas to the
employees, "

It may be noted that out of an available surplus
of 2,61 ocrores, the L,A.T. upheld the distribution of
2. 16 crores as bonus, leavin: a balance of 0.45 crores
with the induatry, i.e. the L.A.T. digtributed roughly
83% of the available gurplus as bonus to the workmen,
leaving only 17% with the indusiry.

Sinoe then, the formula has been considerably
distorted. To give only some inatances, the usual return
ailowed on reserves used as working capital is 4% instead
of 2% in the original deocision of the L.A.T. and out of
the available surplus, not more than 50% is allowed to be
distributed as bonus to the workmen and the other 50% is
retained for the induqi‘:_lx:y\gnd ghagrek}oldem. 0f aourse,
there are many other instdnees vhere the original formula
has been distorted and made far more prejudiciaml to the
workers' claim for bonua. These will be discussed under

each hahding séparately,
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The prior charges under the bonus formula as

standing today are

1.
26
3.

4.
5.

Statutory Depreciation
Income~tax, Weelth Tax and Dividend Tex
Claim for rehabilitation

6% return on paid-up oapital

Return on reserves esuployed as working
capital which varies from 2% to 4% but
is in most cases 4%.

IDEPRECIATION ~ INCOME..TAX ETC.

Ag depreciation is a well recagnised item of
cost, it is to be deducted from the gross profits. In

the pest, howsver, there have been numerous'disputés
rogarding the rate of depreciation to be deducted as a

prior charge.

The employers have for a long time clalmed

that full atatutory depreoiation including initial or
additional depreciation ae development rebate should be
allowéd as a prior charge. This was successfully resisted
by the Unions, and the Full Bench of the Labour Appellate
Tribunal decided that only normal depreciztion should be
allowed., This declision was further modified and interpreted
as meaning notional normal deprecciation which had the

effect of gpreading the additional and initial depreciation
or devlopment rebate over the entire life of the assets.

It may be gtated that it will be very difficult
to evolve any other basis for calculating depreciation,
axp&bt the rate provided under the Income-Tax Act. If
this item is left to be determined by the Tribunals on the
basis of normal wear and tear of machinery, the chances
are that the employers will succeed in getiing in mosa%®
cases a higher rate than the provision under the Income-Tax
Act. In aotusl pxax practice, it is found that the life
of machine and buildinge 1a mich loanger than what is
visualised by law and a lower rate of depreciation would

be gufficicent.

But this is a matter vhich should be taken

up in relation to the provisions of the income-tax law.

In any oase, however, an eémployer should not be allowed

a olajm for depreciation for an amount higher than waat

is oharged in the profit & loss account. In other words,
where the actual depreociation charged to the profit & loss
account is lower than the stestutory normal depreciation,
only the former ghould be allowed to be deducted from

the grosg profita,

After deducting the notional normal depreciation
from the gross proflis, the Iribunals deduct various types
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of taxes, such as Income~-Tex, Wemlth Tax and Dividend
Tax etc, on & notional basis, This deduction of taxes
ia open to most serious objections on the followling
groundas -

The %tax is calculated on a notlonal baeiz =n2a
has no relation whatsoever to the actual tax liablility
of a concern. It 1s a common knowledge that taxes are
levied on nett profits and not on gross profit figures.
Bonus is a legltimate item of expendlture and is allowed
by the Income-Taex authorities, There is no earthly reason
mhy tax should be caloulated on a figure from which Bonus
is yet to be paid. This deduotion of tax as a very first
prior charge, after depreocimtion, ia a Very big obstaocle
in the way of workers' olaim for bonus. In the case of
most of the concerns, the rate of income-tax has worked
out to 51,5% for the rupee companies and a little over
60% for the non-rupee companies, Although in the original
formule of the Labour Appellate Tribunal, tax was caloulatad
only after deducting not only depreoiation but also &
claim for rehabilitation, Wwt the present day practice
followed by the Supreme Court and the Tribunals is to
calculate tax on the amount of gross profits left over
after statutory depreciation is deducted, In order to
inflate the amount of tax as a prior charge, even the
bonus which might have been already paild by the employer
and viiich may have already been daduxkx dehited to tue
profi% & loss gccount and on which no tax 1s payable in
any case la algo added baclk to the figures of gross profita.
Lven in the ocase of charitable trusts which may be free
from payment of income~tax or in cases where no income-tax
is payable due to lofses in previous years, this notional
deduotion of income-~tax and other taxes 1g made, It
should be noted that the return on paild-up capital at
a rate of 6% is deducted after taxes have already been
deducoted. This has the effeot of more than doubling the
actugl return on capital,. The same applies toc the return
on resorves used as working ocsplital. In other words,
these return bpoome a tax-free return of 6% and 4%. The

‘Trivbunals and even the Supremé Court are very fond of

arguing that a 64 return on capital or a 4% return on
regerves used as working capital is very fair in view of
bank rate or the rate of interest payable on fixed depositis
and chargeable on overdraft, They argued like this that
if a concern were not to use its own raserves in business,
it will have to borrow funds from the banks and pay a rate
of interegt whioch may be 5/% or &#x 5}% or conversly a
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concern gould put its reserves in Government Seourities

or fixed deposits and earn a rate of interest from 44

to 5%. So, why should a return be not allowed on reserves
uged as working capital. Thua, they Juatify the 66 return
on capital and 44 roturn.on reserves vy comparison with
market rates of intercst. But this sort of comparison
ignores the fact that the return on capital and reserves
allowed under the Bonus Formula is an income-tax free
return as 1t ia deducted after the deduotion of notional
inoome-~tax, This point oan be further illusstrate’ %7
making actual eslcoulatione 1n;hypothetioal cnse,

In this connectlon, tae Reports of tae Tarrif
Commissions should be looked into. for instance, the
Tarrif Commigsion on rubber and tyre iadustry conasidaered
a 104 gross return on capital as quite liberal. The 6%
return on paid-up ompital under the benus formula works
out to a gross retura of mwore than 124 in the case of
rupee companics and over 136 in the case of non.rupee
companies. AlL this clearly shows that taxes should not
be deduotud as a prior charze and in no case should a
deduotlon of tax get priority over a deduotion of return
on ocapital and reserves. The lax should be taken into
conglderation only as a factor to be borne in mind while
determining the quantbtum of bonusg in the light of the
available surplus. '

There is no Justification for deducting dividend
tax as a prior oihargo, Thie tax 1s the result of declaring
dividends at a rate higher than 5% and tho polisy of declaring
high dividends should not be allowed to reduce the workers'
share to the avallable surplus., The dividend tax should
legltimately be paid out of the return on ocapital and
reserves,

REHABIULIYTATTIOQN:

Provision of rehabilitation ocleim as a prior charge
1s the worgt feature of the present bonus formula. This
item hes alwnys been abused by the employers and continues
to be so abuged. The decisions of the Supreme Court on
this item have made the matters woret, By a whole geries
0f deciapions, the Supreme Court has made it extremely easy
for the employers to make inflated claimg for rehabilitation
and dkvkdemdt defeat the workers' demand for bonus.

The Trade Unlons are not technieally or financially
equipped to expose the bogus claims made by the employera
in this behalf, There is manipulation of the balance gheets
and 1ty gehedules in such a way as to keep old blocks of

machinory in the bookg 1408 after these have been digcarded
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in actual practice. ILngineers and Architecis in the sgervice
of the Company are brought to give evidence before the
Tribunals as 'Experts’ and 1t is not easy to disprove what
they say. A bBullding might be good for the next 30 years
is proved by the so—-cnlled experts to be good only for say,
5 years with the reaulb that & claim for its replacement
reserve ig to be ahortenad—bnky—%o five years instead of
the next 30 years. In the sume way about the macliiiivsy.
Quotations are prooured from Indian and foreign concerns
for supply of machinery at prices which it is difficult

to challenge or refute, Lven gpeoulation by the so-ocalled
experts about the likely prices of a particular type of
machinery ia accepted by the Iribunals as fully reliable
aevidence, The Unions have no 1esouro%3 to g8t the services
of such exports and oven if thoy may »be resouroos, it 48
doubtful if Architects, Enginsers and firms of machinery
guppliers would agree to give ovidence for the workmen,
The whole problem of the multiplier and the deviser in
determining the amount of rehabilitvation claim of a
concern became ontirely artifiolal and subleot to
manipulation according to the sulitability of the employers
(many notual illustrations can be given). / The L.A.T.

uged to tuke into account the existing acocumulated
reperves of a concern, either depreciation reserves or
generol regerves eto,, for the purposes of determining

the claim for rehabilitation, Out of the total claim
eatablighed for rehabilltation by the employer, the
reserves already with him used toc be deducted, Now in

a Judgment given recently, the Supreme Court has decided
that the exigting reserves should be ignored 1f theme

are alrendy being used as working funds and the same ig
not allowed to be deducted from the amount claimed ngo
rehabilitation regerve. The resgsult of this deocilision hao
baen that even 1f the 1ndustry has huge acoumulated
reserves, these cannot be I defeut its fictitfous

and inflated claim for rehabilitation reserve, 1t is

vary easy to prove that all the existing reservea arse

used as working capital because even the amount lying

in a current account with the Bank is now-a-days treated
as working coplital, It is next to impossible to prove
that any industry kKeeps 1ts reserves 1ln an 1dle sgtate

End doeg not use them ag workiné funds in some form or

tie other, INumerous other ingtences of such wrong
decision cen be given, It will be interesting to note
that even vhere the employers on their own pay 3 or 4
months donug, the Tribunals ocoume to the conclusion that
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even one month's bonus is not payable acocording to

‘the Full Bench Formula. This is due tothe fact that

highly inflated and fictitous claims are made in the

name of rehabilitation with the result that even when

there are enprmous profits, it can be shown that there

is no residuary surplus. There can be only one solution

of this problem and this is that no olaim whatsoever for
rehabilitation be allowed beyond the provision of momx
normal statutory depreciation, If the State is not

prepared to allow such a claim under its Income-Tax Lavws,
there is no reason why the workmen's bonus should be

denied by making such olaims, If the statutory depreciaviou
is inadequate to provide for replacement and rehabilitation
of plant and machinevand buildings, there mey ve a cage

for re-examination of the rate of atatutory depreciation.
But 1f the State considers a partioular rate of depreciation to
be adequate, the same rate should be considered adequate

for the purposes of workmen's bonus also., If rehabilitation
remains a prior charge, bonfis will become more and more
rare, It mey be stated that in almost all cases, the
Supreme Court has set aside bonus awards of Tribunals on
account of rehabilitation claims,

RETURN ON PAID.UP CAPITALs

) 6 per cent ocan be mccepted as a fair return on _
paid-up capital, but 1t should a return mubject to income-
tax and not a income-tax free return, as is being allowed
at present,

RETURN ON RESERVES USED Ay WORKING CAPITALS

There should be no return allowed on reserves usged
as working ocapitel. The most important reason for this is
that such reserves are built up out of the past proTile
earned by the workers. Denial of return on reserves used
as working capitel may lead to attempt to issue bonus
ghares, It, therefore, becomes neceassary to insist that
bonus shares must be treated on the same bagls as TrasrT7: o,

As 1t 1s very unlikely that such a proposition
will be acceptable, we must insist that a return of 2% only
is allowed on the regerves as was done in the original
L.A.T. formula.

It 18 important to-ie{d down the nature of
reserves on whioh a return can be claimed. Today the
Tribunals and the Supreme Jourt have lost sight of very
important prinoiples on this question. For instance,
return 1is allowed on depreciation reserves which is an
absurd proposition. Even when the depreciation amount

has not been funded and not shown in the balance gheet
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as a Tregerve, r¢turn is allowed on the total amount of
depreoiation which may have been deducted ever since

the asgetsg came into existence., The poeition has become
anamolous that in order to claim a Beturn on the total
amount of deprefdation, charged from the very beginning

of the concern, the employer states on path tliat all the
amounts charged ag depreciation are being used as working
capital and &ny replacoment of assets in the meantime has
been done from borrowings, To allow a return on the amounti
of deprecigtion reserve is to allow a double return on
paid-up capital and other reserves, After all, depreciation
regerve is not a new addition to the reserves of a business
is 18 only an account to offset the wear and tear of the
assets. To allow a return on such an account is agalnst
all principles of asccountancy and finanoe, But strangely
enough, return is being allowed on depreciation reserves
not only when it is shown as a regerve but even when 1%

is not shown in the balance sheet and the figure is
ascertained from the achedule of assets attached to the
balance shest,

Now return is allowed on all sorts of reserves,
such as Taxes Regerve, Uontingency Regerve, Bad Debts
Reserve etoc., etc., Theoretically, the employer is supposed
to prove that all reserves have been used as working capltal,
but such a statement 1s always made by the Chief Accountant
or the Rkwmaikam Director of a concern and in absence of
access to the account bookse, it i1s very difficult to
disprove such statements even when thewe are false., It
should, therefore, be laid down that even if any return is
to be allowed on reserves used as working capital, it should
be only on such reserves mX® as are olearly cystalised,
such as General Reserve whioh does not fluctuate from

m .]-|1.f e Wy [ b c!l a] pe g0 ;"H‘m’ u”« }];W i
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¥hen so many prior charges are deducted as is the ezt

at presgsent, there is no justification for reserving a
further share for the shareholders and for the industry,
for the ghareholders have been given a return not only on
the paid-up capital, but also on accumulated reserves,, and
thig in most cases is more than enoughgfo; a dividend rate
of 15% to 30# free of income-~tax. In %ﬁ&;fﬁﬁy. all the
needs of the industry for depreciation and modernisation
eto, Nave been provided for. Why then this further clamour
for a share for the industry and the shareholders in the
regiduary surplus. The question of distribution of
residuary surplus should be determined on the basis of

the wage level of the workers. Till the living wage 1s
reached, the workers should be entitled to the whole of
this reslduary surplus. After a living wage level having
been attained, a portion can be kept for the indusiry.

It may be recalled that the Full Bench of the L.A.T.
distributed 83% of the residuary surplus as bomus to the
workers:

The above are some of the points for discussions
which may help to evelve an appropriate formula to be
put forward by us.
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Bonus disoussiop. - & . \/////

ew out look to Bonus.
g .Kalyanas xil .
Seoretary, sSelem-frode slectriocity
Distribution Co,,Ltd.,Baplo~
yees Union).
Thenks to T.U.Record for having started a disous-
sion on bonus particularly at a time uhén_it 5 ;ip#,
that the Bonus Commiasion ih‘appoiﬂtgd by the Goiepnueqt.

The present L.A:T; formula whioh hes got its appro=
val from the Supreme vourt isblrely theoratioal. It
gives rise to all sorts of interpretations when it if put

to test before the Labour Courts on boaus disputes.

It is due to persistent atrug.le of the working olsss,
the old conception of regarding bonus as exgretia srand
payment has vanished though not it is acoepted ss deferred
wage. If an industry haa‘lholn good trading results in
the bonus year, then the worker gets something as bonus.
For loss year, for which the worxer was not responsible,
no bonus is payable and he has to go ewsy with the big
gep between the aotual wage and the living wage unfilled.

Wage freeze and the price inoreese are the order
of the day. Lakhs and lakhs of workers are yet to get
the frukt of need-based mipnimum wage. Before epproach-
ihg fhe question of bonus all these things should be borane

in mind in order to get a new out iook to Boaus.

LeA-T.Forouls.
The pregent L.A.T.Formula is defeotive in many

Teapects.

¥irst of all the balance sheet is to be relied upoa
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to determine the net profit. After all the balance
sheets are prepared by the company for the campany and

to the cogpany. Of course the balance sheets are audi-
ted by the uompany's auditors. There hes always been
atteupts to reduce the profit. If the wofkera have any
reasonable doubt to suspect the bopafide of the balance
sheet, the books must be thrown open and the workers

nust have the right to sorutinise the accounts. If any
auch item of expendifure wrongly oredited to Levenue is
unearthed then that sum should be added baok to the profit.

epreciatioan.

The first prior oharge is depreciation., TUnder the
L.A.T.formula notional normal depreciation as pei puras
formula is allowed as the first prior obarge. Deprecia~-
tion should be determined independent of what is allowed
by the Incometax authorities as normal depreciation. That
depreciation should have no bearing for boanus formula.
Suppose the actual life of a machibnary is thirty years
it will be in good condition for another fifteen i.e.
half of the actusl determined life period. Actual wear
and tear do not have any relation to the depreciation
allowed under the lncometax Aot. Most of the machinaries
are allowed 10% depreciation. In ten yeers the actual
cost of the maohinery will be realised by way of depre-
ciation. Henoe the basis of oalculating the deprecia-
tion should have some reality as to the actual life period
of the machinary.
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Lpcometax, g

Next charge on the profit is NOTIONAL incometa. It
is caloulated at 4%% of the available profit after dedust-
ing the normal depreciation. Here also the formula is
errofneous. It should not be forgotten that it is no-
tional incometex whioch itself mesns it is unreal. Weariy
half of the surplus is teken eway from the hands of the
workers under the plea of incometax. 4#otually a higher
amount of tax is set apart under the formula whereeas the
vompany is not cmlled upon to pay. Only the aotual in-
cometax paid or payable by the ocompeny should be deduot-

ed as prior charge. ¢

Returp on paid up Vapital.

Six per cent return on the actual subsoribed shere
capital exoluding boous shares will meet the end of jus-

tice.

Return oo workigg oapjtaj.

L.A.T. formuls allows 4 per ceant return on working
oapital. Tribunals have viewed tha{ reserves which are
ploughed back into the industry must have a fair return.
This proposition msy not be correct because wesuwme ro-
serves are oreated from the previous years profit. That
profit wes made possible by the hard labour paut in by
the workers on low wagea. If the management is entitled
to a fair return on workingleapital then the workers also
are entitled equally for their share. 1he 4 per oceat
should be divided half and half and not more then 2 per
oont should be allowed as return on working capital.
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Rehabilitation Reserve.

This is a vast subject. The mapagements use this

as their trump ocard to deny the workers for their full
share of bonus. As obser;ed by meny labour courts, the
managements are becoming more and more rehabilitation
concious to deny bonus to workers. The Companies keep
pre 1945 machinaries alive purposely to demand a higher
multiplier and a lower divisor. They can swallow aay
amount of aveilable surplus and bonus could be easily
denied. There is one major lacupa in th9 formula. geas

wet us see what it is.

Suppose the bonus year is 1960. Net value of assets
are arrived at as follows:-

Valus of assets multiplied by the amultiplier less
bresk down value and the balance deducted by the depre-
ciation fund soorued up to 1959. 4fter dividing ths
net value by the devisor comea the actuasl amount required
to be set apart for the year in question. From that amount
depreciation written off in the books for the bonus year
is deduoted and the balance is allowed as Rehabilitation
Reserve,

For exsmple if the devisor is 10 in 1960 it means
the life of the maohinery is up to 1970. The vompany is
going to get depreciation also ‘1115%329; ﬂgﬁﬁiiﬁfﬁ.?i‘nam
not teken into account in this formuls., The Company has
the advantage of rebabilitation and depreciation for ithe
future.

Just past depreciation is taken ipto acoount,future

depreciation also should be taken into acoount.
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Rehabilitation replscement and modernisation
of maohinery means to the management rationalisation
agd retrenchment. 4 modern machine‘agés mOT'® me
production than the old one with less men. Under the
formula the worker gives rehabilitation and he remains
to be rehabilitated elsewhere. lende boous should

have priority over rehabilitation reserve.

after awarding adequate »esewwe bonus from the
available surplus whatever is left may be allowed as re-

habilitation reserve,

Theas ere the new out loos on the L.A.T. formuls.
The bonus commission will be doing a good service to ths
nation if all the aspects are discussed thread-bear and
a bew practical formula is @volved without giving cny

room for unnecessary complications and interpretations.

[} W
( M KAL/A M ASIn AR Bt )
wignature,
To

The Editor,

Trade Union Reocord,
4, Ashok Road,

New Delhi. -
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BONUS PROPOSAL FOR THE WORKERS 1IN NORTH BT INDIA.

The workers roprescntatives feel that so long as wages do not

attain the living wage standard, Bonus must be re_arded as a
payment to enable a worker to make up Tor, at least to some
extent, the gap between the wages actually paild and the living
wage. In view of this and also from the point of view of the
necessity of keeping the workers contented for industrial peace,
bonus to plantation workers is to be justifiably regarded as 2

deferred wage which should have prcecedence over all other claims.

Keeping the above points in view the workers representatives
first suggested for a minimum guaranteed bonus eguivalent to

one monthe's wapes to each worker irrespective of profit or
logdidL a concern. This suggestion did not receive considera-
t{bn from the Industry's represcntatives; although it was
accepted by a scction of the Industry. The second suggestian

put forward by the worker's representatives was for the creation
of 2 pool with profits earned by a group of Companies in a
particular area from which a uniform ratce of payment was pro-
posed under the supervision and control of =2 Special Committee,
This suggestion was made in order to obviate wide variatioms in
payment of bonus on the basis of individual company's profits,
which might defest the purpose of payment of bonus, This was
also not entertained by the Industry’'s representatives. Subsegu.
tly, the workers'! representatives sug,csted that from the profit
earncd by individual Companies' 20% should be distributed to the
workers as bonus and 5% contributed to create a company-wise
pool for making minimum payments to workers in years of luss or
inadequatce profits. The indusiry's representatives however put
up:broposal basing on the last suggestion of th. workers reprec.n—
tafives, but-it was workud out in a manncer in which it was rouna
wholly unncceptable to the workers. The following proposal is
made in the hope that the Industry's represcentatives will realisu
the necessity of the amendments suggested in the proposal in

order to make it acceptable to workers.

This proposal known as North Bast India Bonus proposal covers
workers cmployed in the Tea Industry in the Zone. The proposal,
if accepted, will have force for three years namely 1959, 31960
and 1961, but by mutual consent of the iarties the period can
be further extended,

Cf)ntd. 02- .
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The terms cmbodied in the proposal are Jdefined ag follows:-—

"aroa"  menns the orea of respective Sgates.

"Company" means a Tea Company or a Company's gardens within ¢
Stote and includes Ter cotiate proprietors where there is no
C \.m})-'_lny .

MW ea”  wcans the totnl cash enrnings of an individuel worker.

Mierker" moons mewbers o¢f clerical, medical, technical, super-—
visory, sub-staff, schoulmasters, und Jdaily wage earners whether
dircetly or indirectly cmployed in a C.ipany for more than six
months including domestic servants. Supgrvisors belonging to

the Dxecutive St 1f are¢ however excluded from the definition

of workers.,

"Prerits! suwll be grosgs profits of a Coopony minus depreciation
but before deduction of Tix, Cepitald Hapen iture, expenditure

of capitil noture, or any payment olb bonus/comissibn in roespect
of any - -year in the pagt.

N.B. When a company has intcerests in more than one Stute the
allocation of statewise profits together with stotement of
‘a/cs of each group of pgardens should be supplied to the
vorkers togother with a copy of the published Balance Shact
of the Company.

"Working Capitnal" mcens the difference between the Current Asscto
and Current Lisbilities and Provisions which is actually employc
in running a company in the year in guestion.

+

"Year", means the ycar to which the bonus related and nct the
year of payment.

1 R

Out of the profite of a Company a sum equivalent to 20% Lol
be distributed to workers after reseryving a rceturn of 4% wn paic

up capital and 2% on working copital.

1f the provisions mnde for paid up c:apital and working capital
reduce the workers percentage of bonus, such reduced percentage
shall be Aistributed, but in no casc the nayment in any one year

8hall f£all below the minimum stipulated in paragraph 13 below.

The amount of bonus shall be distributed in proportion Lo Wapes
earned by cach worker in the year. The workers'! share of bonus

shall be divided between monthly and daily paid workers™® at the
rate of 5% and 15% respectively., If for rceasons stated in para-
graph 6, the percentige is roduced, such r duced percentage

shall be distributed between the categories proportionatcly.

If any worker leaves the scrvices of a company either before

or after the acceptance of the prnposaf?%hnll be paid his due 4=
bonug in proferring 2 claim either by himsclf or Ly his legal
heirs. '
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14.

) | . .
AL any worker, previous to acceptance of the proggigl, is p=aid

any bonus or advancc in lieu of bonus in r spect of the year of
bonus under this proposal such payments shall be Jdcducted frow
his dues, but advance bonus paid in respect of any of the previouv
years shall be adjusted against the Bonus Fund mentioned in

paragraph 12 below.
If any worker digs his bonus shall be paid 1o his heirs upon
identification,

The proposal shall not in anyway effect the customary payment
of bonus in respect of Fagua nnd Durga Fuje where it is used to
be paid. It may howewer be adjusted against bonus payment or

bonus Fund as the casce may be.

For making payments to workers in years of loss or inadeguate
profits, each Company shall sc¢t aside in respeci of each year
of ﬁrofit A sum cquivalent to 5% of its profits, which shall
constitute a Bonus Fund. But contributions to the Fund shall be
made only nfter reserving rcturns to the paid up and .- 4
capital and mucting the ducs of workers in r: spect of bonus in

the year in guestion.

A minimum bonus at the following rates shall be paid from the
Bonus Fund iy ycars of loss or inadequate profits.
(a) To daily paid workers - not more than Rs.10/- to ench adult

worker whose wages do not fall below Rse250/- in the year,
with proportionatcely less puymcqﬁ with lower wages.
[

(b) To monthly paid workers - a sum equivalent to ¥ months

ages of cach individual cuployce.
If and when the amount in the Bonus Pund rcaches a tot:l ecqui-
valent to Bs.20/~ for cach daily paid and one month's wages for
cach monthly paid worker, further contribution to the Fund shnhll
cease, dny amount left in the Fund after the expiry of the agroca
period shall rcvert to the management, if 1t is not extended by
mutual agrecment.

In all cdses before. payment of bonus is made a company shall

ceclare its profits. Such a declaration bearing the signature of
the Manager shall be supplied to workers.

Contd..4..
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15.
In the event of workers asking for a copy of the published
Balince Sheet with break-dewn figures of any items appe:ring in
the Balance Sheets the company shall supply it to its workers

within 2 reasonable time, preferably before payment is mnde.

16 MEnors will receive half the amount to which an addlt workerg
is entitled.

17. Worker who has not put in at least six months service in a
Company shall not be entitled to receive any bonus.

18. For the resolutiong of doubtsg and the remLvel of Jdifficulties

tho Injexpretation of the +#grecment shnll be referred to a

-

copwittee consisting of the Reglonal Labowr Commiscionsr, aleutt

and the fwo popresentntives eazch from the employers and the

workerd.

i 4
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MBEMORANDIUM

Summary of Submissions on behalf of the Indian
Banks' Ascociation having a membershin ot 38
scheduiud Banks including ail the majar Indian
Banks (except the Gtate Bank of India) repre-
senting the great wajority of Banking business
in India and the Mxchange Banks! Associations
representing all foreign Banks operating in

- India (excep tho National Bank of Pakistan).

The Associations have already represented to the Govern-
Féﬁt of India (letter dated 9th January, 1981) that the Banks

fand the banking business should not be included in the propesed
|

|Reference to the Bonus Commission seb up by Government. /
[EZE It is proposcd wo summarise ur this Memorandum the reasons

| which would be advancad corally bhefore the Sub-Committee and which
’impel the Danks to regquest that they be excluded from the purview
| of the deliberatiouns 37 the Bonus Camnizsiol.

o1 To the best of the irTormation cf thy Associciions, thera
’ have besn no bomis adjudications betwecn individual Buanks and their

employees except oae balere the Central Coverpment Induscrial
’ Pribunal, Madras between the {ndian Hank Limited and its workmen,

which i5 still pending.

4, After the (abortive) Award of the A11-Indie Industrial
b Tribunal presided over by Wr. Juastice ¥.O. Sen which adjudicated
upon service conditions in Danks, including benus, a similar
comprehensive Raeferszuce, including honug, was made by the Governs
mént of India to anothor AHll-Indis Tadustrial ¥ ibunal vresided
over by the late #r. Juslice Panchapagess Sastry, popularly known
as the Sastry Tribunal. The reference on benus to this Tribunal
read as follows =

" Bonuj includin:’ the gqualificatinns for eligibility .
énd method of puyment. "

That Tribunal, in dexling with the bonus refereuce, exnresscu

jurisdicticnal dutfficuleies in vicw of Section 10 of the Banking
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Clompanies Act'referred Lo abovu, Ultimatély the fupfédictional
difficulty was coniirmed by the Supreme Court which decided that
3@ction 10 of &£he Banking Zompanies Act in turn prohibited the
ﬁayment of '‘bonus by Baunks out of proiits (1959 2 L.L.J.p.205)
Section 10 of the Banking Companies fct was amended in 1958 to
bermit payment of bonus out of profils and on the expiry of the
period of the operafion of the Bastry Award as modified by the

Labour Appellate Decisicn and as further modified by the Covern-

’ s

ment of India and the Bank award Cowmission (which latter

Commission was presided over by the Honourable Mr., Justice P.B.

Gajendragadkar), th. Unicps affiliated to the two major Fegterations

‘of the Bark Unions in “he counkry, nomely, the ALl India Bank

Employees' Assoclabtion and tiie ALY Indla bLank Employees' Federation,
submitbted Charters or Demands on the Bapks. It is siguiiicant

to note that in these charters of Dzmands the dewand for bonus was
gxpresged thus .-

Unions alffiliated to the A1L Tndia Bank Employees
Assoclat lon.

" All employces should be paid bonus at the followinhg rates
for the years 1957 and 1958 i

i) A Class Banks: &n adequat: Bonus with a minimum of 4 months pay.

ii) B Class Banks ~do- 3 i
iii) € Class Banks ~d0~ 2 n L

Unions affiliated to the Al India Benk Egployees
ffedesration.

o = It is to be linked with the dividend declared by the "
"Bank every yzar as follows - 1

"Upto 3 perceant dividend of bthe Bank coneerned, one mbnth‘s 3
"salary including all allowances and thereafter with every "
"inerease of & in i dividoud of the Baok coucerned, "
"five days salary inclusive of all! sllowances should be paid.”
"Tvery Employoce should be paid minimum one bonus inclusive i

"of all allowances cvery year, i

T
T
Lo L R =
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P' Thus 1t will be observed that these organisalbions demanded
a comnon duantum ol bonus in the First case in accordance with :
the classilication of the varjious Banks made by the Sastry '
Tribuﬁal but in the sccond case liaked to dividend. il
®o The Goverament of India made three References of Disputes
between Banks and thelr workmen, to a National Industrial Tribunal
presided over by the present Ghief Justice of the High Court of
Gujerat, the Honourabls Shri K.T. Desai. The first ‘deference being
Referencé No.l of 1960 related to disputes between all Banks in
India having oflices or branches in more than one State and theilr
workmen.in respect of certain specificd matters excluding bonus;
the second Roference being Refereince No.2 of 19460 dealing with
disputes betweern the Roserve Bank of fndia and thelr workmen and
the third Refereuce being Reference to.3 of 1950 relating to
disputes betweca all Banks in India having offices or braaches in
more than cne State (excluding the Reserve Rank of India, the State
sank of India and the eisht Oubsidiaries of the State Bank <7 7 .,
and their workmen. This trird Reference was on Lhe question of
boaus and was wade on 22nd Sepbembor, 1950  and the Reference reads
as f{ollows =
" Bonus -~ Principles and conditions undér which payable,
roqualificatiots for ligibility aad mathod of computation,

after ataking provision for all mattvrs for which

provision 1s necessary by or under any of the Acts

applica@l' to banks or which are ususlly providéd for.

by batikg.M
7 It wust be borne in mind that this Relerence was made after
it had been decided at the léth Scossions of the Standing Labour
Commibtee (about April 1950) that a onus Commission be set up
and after the announcement on 1itih April 1950 of the Honourable v
the Labour yinister in the Lok Sabha of the decision to set up a |

Bonus Commission.

""/"" 'J'—n
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Ee The National Industriel Tribunal (Bank Disputes) has

conéludad hearings in respccﬁ of Reference Ho.l of 1850 after about

195 days of heering and the hearing of the bonus Reference

(Rpference Wo.3 of 19.0) is expected to be taken up in a fortnight's

tiﬁe. It should be obvious (a) from the terms of reference (copy
enclosed) (b) from the lengthy pleadings and the number of exhibits

in all over four hundred and (¢) the length of time involved that

arl extremely thorough and deteiled exawination hes been made by i
the National Industrial Tribunel of the wage structure and other

service conditions in bthe banks before that Tribunal, which banks

hendle about 95% of banking business in India. One of the important
points of Qiffcrcnco etween the partiss is in connection with the
classification of baniis. The Sastry Tribunal had classified banks

into "A"™ and YBY and "C'" and "9" classes depending upon the quantum

\

nave insisted on retention of this

m

af working fuands. The bvanks
classification wheveas the £11-India Bank Employees' Assoclalivu
have demanded abeclition of the "DY Class and the A11-India Bank
Euployees Federaticn have demanded tnat the Banks should be ciassi-
ficd only into "A"™ and "B" classes. The guestion of profits made
by Banks and theilr dividend paying capacity was also before the
Tribunal. The resolution of thoso disputes in respect of which
very elaborate argument: and matbtorials have already been placed
before thoe National Industrial Tribunal is of extreme importance
to the bonus clzaims wmwaic by the several employecs! orgaﬁisations.
The very same Tribunal walch is to resolve these disputes will
also be hearing (he Bonus fa{vronce and it 1z best suilted so to
do. ‘
9. It should be clear from what is stated above that the banks
’ Lonhs
we?? in tho first inst..nce prohibited from paying prefis= out of
rht ;{, that on this prohibition being removed a uniform quantum

of bonus classwise or l!inked to dividends was demanded by the

L , _ e .
organisalblons of bank cmployees and a comprehgnsive reference hacs
bezu made by the Governmeny of Tndic in terms analogous in the

main to thosce proposed in tho case of "Industrial employmoents' to e



the Bonus Commiission.

. 10. There 1s a definite and intimate
of wages and the concept of bonus whidi
tion ih the proposed tuerms of reference
The Bank Award Commission presided over
Gajeundragadkar also drow attention to a
say 50, Jiithmetical conunection between
claim for bonus'.

by the MNational Industrial Tribunal andgd

;N

link Dbetween the level
link also finds recogni-
to the Bonus Commission.
by the Hon'ble Mr. Justice
"logical, and if one may
structure and a

the wage

The wage structurz for Banks will be decided

that Tribunal will be in

thy best position to consider the "logical" and "arithmetical

connection between the wage structure and the problem of bonus

in banks.

11.

Adverting to the terms of the Bonus Reference to the National

Industrial Tribunal whichhave already becn quoted, it will be

been

naot.iced .that a reference hias/made Lo the various Acts affecting

banks

Bavks are institutians
large

such credit institutions.

Consistent with banking

and also to *tho wabters usually provided for by banks.
of credit and the national economy to a very

extent will be influcnced by confidence or the lack of it in

practice in

#oading countries, banws in India are permitted by legislation

not to disclose cortain rasaerves and

balance sheets. (Sce Companies Act,

Section 29 and the Lnird Schedule of

1949) .
1

provisions in

1956 8actions

The most recent, Parlismentary Le

their published
211 and 616 and

the Banking Companies Act,

gislabtlon on this topic

is the introduction of Swection 344, into-the Banking Companies

Act 1949 which permits a bank to claim privilege from disclosure

jof unpublished reserves and provisions in industrial adjudication

proceedings
[ |

and making it incuwbent, on an Indgustrial Tribunal

-~

sl ] .
e — et e g e, -
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by bank ecmployces aud tho Supreme Court has upheld the validity
of the said Section after carefully examining the necd for such
provision.
L2, In the course of the adjudication in Refereance No.l of
1960 the National Tndustriul Tribunal, acting pursuant to Section
34A, requested thoe Reserve Bank of India to certify how much,
if any, of the undisclosuad reserves and provisions could be taken
into account by thot Tribunal in assescsing the Pinancial capacity
of the banks befors that Tribunal. The Reserve Bank of India has
issucd certificatces which the Tribunal will take into considera-
tion for the purpocc of its Award. The National Industrial
Tribunal having becn thus apprissd by the Reserve Baok of India of
the position in connection with the unpublished reserves and
provisions is best suited (o deal with the financial capacity
of the various classcs of Banks in the Bonus reference.
15, The position thureforec is anomalous and embarrassing. On
the one hand there is a raference to the National Tribunal on
the matter of bonus, pending since September, L1930 at present on
the board in which pleadings have been filed and which will be
taken up for heariug within 2 or 3 wecks by the Tribunal best
suited to deal with the quostion. The refereuce cannot be with-
drawn, as held by the Suprome Court of Ladia. (8tate of Bihar
versus Gaqguii and Others - 1958 11 L.L.J. page 634)., The Award
of the National Industrial Tribunal on the question of bonus
will be binding on the parties in terms of the Industrial
Disputes Act 1947, subject to the rights of the parties under the
law. ‘ |
14, The submissior is that it is this refercnce No.3 of 1950
which should proccaod -
(a) for reasons of carcful scruﬁiny of the
affairs of a spuciai busincss (which
stonds in a class by itself an& cannot

be mixed up with other bDusinesses)
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(b) for reagon of 2xpodition and endiny uncortainty

(¢) for compelline rewson: ol law.
1

L3, It would be havdly poscibls fow uhe proposcd Bonus
commission Lo o jutv ss delarlod an bnvestipation of Lhe wage
sﬁr cture ocud the condiiiovs od Mo SuaFing Business as has veen
fone by the Nationtl iddustrein bt Weibunal in Reiforence No.l of

r

1930 under a zpocitic provisien o Lhe Industriel Dispuz=s hAct

L0947 in which ibs award Uwhici: is logolley cufeorceable) 1s to

}omm out. snortly.

Lo, The soam® cnabboors coonobl oy doarlh wiba by Lo proposcd

sonns Comnitczioa ond b st ionzal Industrial vYribunzl.  The
nossibility of a conilict of decisionscannot he rulsd out. If
Ithe same rosulovs acce to Lo arrived ot, the time and labour e¢x-
Ipended by tho Bo.dus Gommlsaioqland g partics beforc it will Dbe
of no avail. n r:cl,iw;utu\\unlj by wreal haJdellﬁ on both the
Banks and the omployecs i ropresent tay beforo the Bonus
Sommission tholr chcss on by wege struclure, Ule teras and
sordditions of caplouymens 2o w0 o bovabbars rolating to Lhwe
businoss, dealt wibs In Sedlroenc. <o.i and hoard by tie Hational

#

togustrial Teibuned for woell over oo yooar as well as thoelr cases on
blie Bonus gquestion unich wii™ Lo doalt with in Reference No.3 of
1950, The costs incursea by ol #rcheguer and the parvics will

be 2noi'mous. .

17. Thers would v cousidoriblo Gelay resultloy in uncortainty,
since the Bora Somission woulld ruunite (imo to formulate its
proposals whil: bthic dhabional Industrial Tribunel which has already
been Soiéed of all il reiayant, HutFuEJ iz ab che ond of its
labours. Th: unsorivioty woul:, Yo spderd Lo @ shors whils by the
National Incusnriael Vweibunsl. Ghe §ationsh industrial Tribunal's
award on waes and cerns of coancinions iu Refoerence Mo.l 23 well

as on Bonus In Azlerent e (0.3 would be wmade lons before the Bonus

Commission can vake vp any roforence o Lh.



DELAY IN SE?IHG UP BONUS COMMISSION
AT UG CONDI Mo EMPLOYLRS' TACTICS | 7

ATD GOVISRIT TS THACTTION

The AITUC in a communication to the Union Labour
Minister has daranded that therc should be no further
delay in finalising the terms of reference of the Bonus

Commission and that the Commission should be constituted

.

immediately, laying down a time-ldmit for submission of
its report.

The AITIC stated thatl omim the employers and their
orpanisations are seceliug 1o delay the setting up of the
Commission. 1In this, it was contended that the Union Labour
Ministry is also becoming a party to the delayinc tactics
of the employecrs by agreeins to all their unreasonable
demands.

.Thc AITUC demanded that a meelting of the sub-committee
to dééfi‘éhe terms of referance of the Bonus Commission should

be called without any further delay.

, FF'ollowing is the text of the letter:



#

Susentions: ‘his Germ soould be rvedrafbed [:_(a/ﬁlchb.i.e question
of bonus payuent in non—-crolit walking: concemns:
consideration of Donuz neyment in concerns where

vor.sers do not even gel minimim wages snd other

incidental questions.

TG i furbher swosested Ghat the Comadusion should
Le called uvon Lo recommend a proper and adeqguabte
machinery or nrocess tiwough which remedy can be

had in case of emnloyers reiusing to implement any
decision or recommondatbioh or setblenent conceruingg

nayeat ot bonus.

Por All-india yrade Union Congress,

(I otte wiwastava)
Seorohary

R
N2

1961

fiay )
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2 Thc auostion of banks wag ~lso discussed, The

Chnirnan pointed out that thero wore lepnl Al tficuitics

in withdraving tae reference already nade o the Nationeal
Tritunnl ssking it to lay ‘lown princinlas for grent of

bonus in Lankg, A4t the sanie tice it would also not be dcnirable
to have the nottor consitored sioul tancously by two diffcrent
bodices. The fact that a rofcrenco regarding the princinlaes

2f Bonus detarmination in Banks is pendingy before the MNatinn 35
Tribunal can be broirht (> the notice »U the Bonus Commiscion,
It was, howover, not necossary specifically to cxclude

Danking from the purview 50 the Bonus Cormisailon and no

change in the terma of rofercnce to tho Cormigsion was nccessary.
This was ngrood to,

3 As regards tho Commiasion's cormnos tion, 1t wes
cerearl that therce shoulst boe two represcntetives of Enploycers
(onc Jror the private gcctor and the other from the nublic
so0tox ) an! two represcntatives of Workers,

1. y vLLh voference ¢ the first torp of roferonco, it was
nentioned Sy workers' reonrescentatives that therc are certain
undertokiungs, particulerly under the Stote Governnents,
waich th 'ovszk run departacentally compete with similar
undertakin;g in the private sector, The Chalrman ncntioned
that the gucction »f Bonus in such undertakings as wcre

not covered by the terns of referenee coul® he considered
goperatel:y i¥ nceecegsary, but not by this Cormission,
Bxclusion of ocertoln classcs of nublic scctor undertakings
fron the purview ot the Commission did not, by 1ts21f,

rule out the raynent »1U ~ny kind of bonus or similar naynent

in such undertakingu,

5 A suggestion was ade by an enplay-.ig' representetive
that 1t shenld be pernissidle for the partics to arrive at
agreenenta concorning 8 onus oven if legialntion was undere’
taken afteyr the Comnisniont's reconmmen'=livns vwere received,
The genora: wicew was that such agreemcatbs ure ~lways
perriissgible if thz2ir teras nee not lese favourahle. The
point di@d not arise idn connecotion with the ter:is of referenco,

3% % %
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