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FOREWORD

We are publishing here the main resolutions of the 
Tripartite Indian Labour Conference which met in Delhi 
on 11th and 12th July 1957.

At the Conference the Government circulated 
four papers prqiared by a study group of the 
Labour Ministry. Those papers are reproduced here. They 
deserve study at the hands of the trade unions as they can 
help thinking on questions of wage policy. The govern­
mental study group does not draw any conclusions, as far 
as they can avoid them. But they do give us raw mate­
rial, by developing which the trade unions can draw their 
own conclusions.

Soon after the Conference, the Sub-Committees and 
lhe Conference met. Just on the eve of that meeting, the 
press published a draft code of discipline which was going 
to be put before the Standing Committee. From the point 
of view of the trade union movement, the draft was so 
obnoxious, went so much beyond the limits of the conclu­
sions adopted at the main Conference, that the AITUC 
had to send a protest letter at this attempt to twist the 
implications of the agreements to the detriment of the 
workers. Not only was an attempt made to ban every con­
ceivable form of strike, but even demonstrations of any 
kind, which would “cause alarm” to the employer, were 
.sought to be banned. And which employer in India would 
not say that he was alarmed at a demonstration, even if it 
were the most peaceful one ! We are citing this to show 
how a wrong approach persists in governmental circles 
which leads to proposals being put to Committees which, 
in fact, should not have been thought of, even as proposals. 
The AITUC letter on this matter is also published herewith.

Since the Conference, both the Employers and Gov­
ernment have been very much insistent on having this 
code of discipline ratified by all central trade union orga-
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nisations. The AITUC has not done it so far and the 
HMS also.

Our position is that we are perfectly ready to accept 
the obligations of discipline provided the other side accepts 
its obligations also. Discipline cannot be a one-sidled 
affair. Discipline to be effective must be voluntarily and 
willingly accepted, because we know that discipline is one 
of the pre-requisites of smooth production and development 
in any society, capitalist or socialist. But the capitalist 
employers’ conception of discipline is to convert the wor­
ker into a serf and not allow him to develop as a conscious, 
efficient, democratic citizen-worker. At present, in India 
discipline enforced under the code of Standings Orders is 
of this type. Under these orders every self-respecting 
worker is generally assumed to be nothing but a source of 
“insubordination” or some kind of “misconduct” all the 
time. Those who are interested in the study of democracy 
and dignitv of man would do well to study the existing 
Standing Orders.

In the code we envisage, we want to combine discip­
line with democratic rights. And the first right must be 
the unconditional recognition of the union of the workers’ 
choice, a choice not imposed on him by the law or the 
Government or the employer by whatever method. With­
out recognition of unions there can be no discipline, ac­
cepted and obeyed democratically. This is considered as an 
essential part of democracy in England. Secondly, the 
employer must accept the obligation to settle disputes 
speedily and to implement the agreements or awards with­
out using dilatory methods as is being done at present. 
Thirdly, the policy on wages and rationalisation as envi­
saged in these tripartite agreement must be translated into 
practice.

Despite the rise in total production, and rise in pro­
ductivity per worker, despite the rise in prices and profits, 
made by the big monopolies, who hold the key of produc­
tion in their hands, a rise in wages is being resisted. The 
Government as an employer is also a guilty party in this.

Under such conditions, to talk only of discipline and 
needs of production does not lead to the desired results. 
The worker must have the right thru his union to criticise



and change the wrong industrial practices and policies of 
the employers, (private and state). He, then, would will­
ingly assume his obligations of discipline in his industrial 
behaviour.

The question of wages is occupying, as it is bound to, 
the most serious attention of the whole working-class in 
India. The appointment of the Pay Commission, which is 
to deal with about two million governmental employees, 
and the forthcoming appointments of wage-boards for va­
rious industries demand from the trade unions a serious 
study of this matter. Many of our trade unions fail to carry 
to the worker the scientific and correct approach on this 
question. Some rudiments of political economy must be 
taught to the mass of workers. In the absence of clear 
ideas on this question, the struggle for higher wages and 
improvement of living standards becomes confused and is 
many a time side-tracked by the employers. For example, 
it is becoming a general practice for certain industries to 
keep basic wages low and when workers protest, to give 
them production or profit sharing bonus. By this method, 
the worker’s earnings go up for some time. But he is made 
to forget that his higher earning is costing him larger ex­
penditure of energy and shortening his life. It is now 
a general tendency that both employers and workers con­
centrate argument and disputes more on annual bonuses 
than on a normal increase in wages. By this, the workers 
are forced to surrender the fate of their bonus to the trick­
eries of the accounts and the balance-sheet of the capi- 
talist-eraployer.

It is time, we taught the workers as to what is wages, 
what is profits, from where profits arise, who makes prices, 
what is the relation between wages and prices, what is 
value, what is wealth, what is unemployment, what is crisis 
and why they become periodically inevitable under capi­
talism and are abolished only under socialism.

There is no stable reliable cost of living index or con­
sumer price index to measure real wages. The Government 
publishes three or four series of indices, based on the years 
1939, 1944, 1949, 1952. Such arbitrary changes in the bases 
hide the true relation between wages and prices and dis-
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able the workers from finding the changes in real wages. 
There are practically no reliabe productivity indices. When 
it suits government, some ad hoc indices are brought in, 
mostly as hand maids to rationalisation or to justify wage­
freeze and wage-cuts.

Another element that creates confusion in the settle­
ment of disputes is that there are no accepted valid norms 
of depreciation allowable in a given industry in order to 
arrive at the net product. In the totality of national pro­
duction in India, the total wage-bill and the share of the 
worker is not given to us nor is the share of the capitalist 
in the net product properly assessed and made known to 
the people. In the absence of this vital material, arguments 
on wages, on the state of the industry and the capitalist 
class and their profits becomes subjective or have to plead 
on the overall needs of the working class.

The Government of India in their Labour Ministry 
have appointed a Steering Committee on Wages to study 
this question. Representatives of trade union centres are 
also taken on the Committee for consultations. We hope 
some concrete conclusions will come out of this soon, so as 
to help in overcoming, to some extent, at least, the anarchy 
that prevails in the wage system in our country. It is high 
time, that National Wage Standards, starting from the 
minimum that was defined and agreed to in the Conference 
and meeting the problems of skills, differentials, hazards, 
loads, and regional, cultural or climatic differences, was 
evolved by agreement between the trade unions and the 
employers on a national level. Our wage system has rea­
ched the stage of standardisation and minimum in several 
industries. But capitalist industry is now so widespread 
and deep and the trade union movement also now of such 
dimensions and strength, that given unity in the working­
class, the prevalent anarchy, which is harmful to all the 
three parties—the worker, the industry and the state—that 
is, hamful to the whole nation, can be overcome.

Of course, no wage-system or standards are stable or 
permanent. Capitalism always tries to increase its own 
share of the product and reduce that of the worker, even 
in a developing economy and in such a pious country as



ours. In fact sometimes piety itself is used as a weapon 
for it. Only the strength and unity of the trade unions 
can check this under capitalism.

As regards the agreements printed here, the general 
feeling among trade union circles is that they constitute 
some advance on the previous positions, in favour of the 
working-class, in the matter of rationalisation, wage policy 
and housing. The employers and Government would like 
to emphasise the conclusions in regard to principles of 
Workers’ Discipline. They think the workers’ side, parti- 
cularly the AITUC, has accepted some “novel, unprece­
dented” obligations. Both are likely to make an attempl 
to elaborate the conclusions of this item alone into on ins­
trument to force the workers to give up the right to strike, 
the right of direct action and spirited defence of their 
interests.

It has to be remembered, however, as was emphasised 
and clearly pointed out at the Conference by the workers’ 
side, that all the -four items are an integrated whole and 
all-in-one form the basis of the new turn that everyone 
has to take in the interests of the country an in the people 
as a whole, particularly of the vast multitude of the work­
ing people.

In order to give the whole a living expression in con­
crete practice so as to benefit not the monopolists but the 
country and the working people, the trade union move­
ment has to become strong, united and vigilant. Otherwise 
even the best agreements and laws are turned into their 
opposite if the people are not vigilant and particularly 
when the State is not in the hands of the working masses 
and refuses to throw its weight on their side.

It is too early to say anything about the effect of these 
agreements. The experience of the workers alone will re­
veal the truth. In the meanwhile, let us all study them 
and try to work them out in all their true meaning and 
spirit with the sincere wish for the good of all.

S. A. DANCE,
4, Ashoka Road, General Secretanj.
New Delhi.
16th December, 1957.
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The following papers were circulated to the 15th 
Indian Labour Conference as background material to 
help in the discussion of wage policy. The papers 
were prepared by a Study Group of the Labour 
Ministry, and consisted of:—
Shri Vishnu Sahay, Labour Secretary — Chairman 
Dr. A. M. Lorenzo, Director, Labour Bureau
Dr. B. Ramamurti, Joint Director, Central Statistical 

Organisation
Dr. I. G. Patel, Deputy Economic Adviser, Ministry of 

Finance (Department of Economic Affairs)
Shri V. K. Ramaswami, Deputy Economic Adviser, 

Ministry of Commerce & Industry
Shri B. N. Datar, Director, Labour & Employment, 

Planning Commission
Shri K. K. Bhargava, Insurance Commissioner, Emp­

loyees’ State Insurance Corporation.
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I

SOME GENERAL PRINCIPLES IN THE 
DETERMINATION OF INDUSTRIAL WAGES 

IN INDIA

\

General

An important issue which has been agitating the 
public mind in recent years is the question of vzages. 
Considerable thought has been devoted to this subject 
by Government as well as employers’ and workers’ 
organisations. The problem of wage determination 
cannot be considered in isolation from the larger eco­
nomic and social background obtaining in the coun­
try. A well conceived wage policy should be designed 
to secure (a) continual improvement in wokers’ living 
standards, (b) reasonable returns for the employers 
and (c) the economic and social objectives of the 
community. These are interdependent considerations 
and there is, in theory, no antagonism between them 
at least in the long run. But, experience has shov'n 
that In the delicate balance between fair wages to 
workers, fair profits to enterpreneurs and fair prices 
to consumers, the workers are often left behind, 
mainly because of their weak organisation; and, not 
infrequently, it has been said that the interests of con­
sumers or the community also go unrepresented. In 
this country, wage decisions in the past have followed 
more or less the strength or weakness of one party 
or the other in putting up a case. Such a situation 
necessitates active Government intervention to pro­
tect the interests of the weaker party. Even other­
wise, in a planned economy such as ours, a certain 
degree of wage regulation by the State becomes 
inevitable as an integral part of planning itself.



It is necessary that wage fixing authorities are 
guided by certain well laid principles agreed upon as 
fair and not by arguments raised in the course of 
unequal and individual bargaining. This is possible 
where all the concerned parties are allowed a fair 
share in the process of decision making. The machi­
nery of tripartite wage boards is intended to fulfil 
this long left need. Such a wage board for the Cotton 
Textiles Industry has already been set up. Establish­
ment of similar boards for other industries is under 
consideration. In order to ensure that the decisions 
of wage boards are uniform as far as possible, it is 
necessary to lay down broad principles of wage deter­
mination which will be applicable to all wage earners 
irrespective of the industry in which they may be 
placed. In what follows, an attempt has been made 
to provide a framework within which the wage boards 
can draw up their recommendations for individual 
industries.

Historical Background ,

Payment of fair wages to labour was one of thie 
cardinal recommendations of the Industrial Truce 
Resolution, which was accepted by Government in 
their Statement on Industrial Policy issued on 61m 
April 1948’*.  Following that acceptance, Governmeiit 
appoinetd the Committee on Fair Wages which was 
a tripartite body and included, besides Government 
representatives, eminent industrialists and labour lea­
ders. The Committee submitted a unanimous Report, 
setting up for the first time, criteria for wage fixation 
and progressive improvement of the wage structure.

* Government’s Industrial Policy Resolution of 30th 
April 1956, besides reiterating the need for raising workers’ 
living standards and efficiency, urges joint consultation 
between management and workers and increasing partici­
pation of workers in the common task of development.
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Following this Report, Government introduced in the 
Constituent Assembly (Legislative) the Fair Wages 
Bill whose provisions were closely modelled on the re­
commendations of the Fair Wages Committee. The 
Bill, however, lapsed on the dissolution of the Consti­
tuent Assembly and was not taken up later. The re­
commendations of all subsequent committee,s and tri­
bunals have, however, been governed largely by tiie 
concepts laid down in the Fair Wages Committee re­
port. The case for a fair deal to labour was .strengthen­
ed when the Indian Constitution was adopted. Article 
43 of the Constitution lays down as one of the Direc­
tive Principles of State Policy that the State shall 
endeavour to secure to all workers “a living wage” 
and “conditions of work ensuring a decent standard 
of life”. The asceptance of a socialist pattern of so­
ciety as the objective of State Policy and the Second 
Five Year Plan which has been drawn up in pursu­
ance of that objective have given further fillip to the 
cause of fair wages in the recent past.

The ‘Minimum Wage’, the ‘Fair Wage’ and 
the ‘Living Wage’

The (Committee on Fair Wages outlined three 
stages in the process of wage evolution based upon the 
needs of workers and the capacity of the employer. 
According to the Committee, “Minimum Wage” is an 
irreducible amount considered necessary for the suste­
nance of the worker and his family and for the preser­
vation of his efficiency at work. The “Living Wage”, 
on the other hand, is the ideal which would enable 
the earner to provide for himself and his family, not 
merely the essentials of life, but also a measure of 
comfort. Between these two limits is the “Fail- 
Wage”, the floor for which is set by the minimum 
wage and the ceiling by the capacity of the industry to 
pay. Its actual determination would be further gov-



erned by the productivity of labour, prevailing wage 
rates in corresponding places and also the importance 
of the concerned industry in the economy of the coun­
try. These different wage concepts, by their very 
definitions, are not rigid and gain meaning only cis 
related to a particular place and time. Thus, what 
would now be considered a living wage for Indian 
conditions may not even satisfy the minimum wage 
requirements in countries with larger per capita 
income. It may even correspond to what might be 
considered as the “Minimum Wage” in India itself at 
a future date, when the standard of living of the ave­
rage Indian would have considerably improved. It is, 
therefore, important that these limitations of the defi­
nitions are always kept in mind by wage determining 
authorities.

Minimum wage fixation

The fixation of a minimum wage is a simple task 
as compared to the fixation of a fair Avage. The yard­
stick used for fixing the minimum wage is the cost of 
a monthly budget for a hypothetical, average working 
class family—a budget to meet minimum standards of 
food, housing etc., recommended by nutrition and 
other experts. Allowance is also made for certain 
requirements like medical facilities considered essen­
tial for the maintenance of the workers’ efficiency. 
Calculation of wages at this level is essentially need­
based. It was to meet the minimum needs of the 
worker and eradicate the evils of “sweating” that 
Government enacted Minimum Wage Legislation in 
1948.

Fixation of Fair Wages

The settlement of fair wages, however, is a com­
plicated process and has to be based on a detailed



6

study of multiple factors including, inter alia, paying 
capacity of the industry, wage differentials and the 
social objectives of the community. These considera­
tions require further elaboration.

Industry’s capacity to pay

It is difficult to define industry’s “capacity to 
pay.” As pointed out by the Fair Wages Committee, 
it would be wrong to determine this on the basis of 
the capacity of a particular mjit or the capacity of all 
industries in the country. The relevant criterion 
should be the capacity of a particular industry in a 
specified region and, as far as possible, the same 
wages should be prescribed for all units of that indus­
try in the region. As regards the measure of the 
capacity, it will have to be decided after allowing for 
a fair return on capital and remuneration to manage­
ment and a fair allocation to reserves and deprecia­
tion so as to keep the industry in a healthy condition. 
In these matters, no rules can be drawn up for uni­
form application to all industries in different local 
areas, especially when the age of the machinery in­
stalled in different industrial units may be different. 
These factors will certainly affect wages but, at the 
same time, it is necessary to see that wages fixed after 
taking into account these considerations should not 
be very much out of line with wages in other indus­
tries in the specified region. Wide disparities often 
lead to avoidable industrial unrest.

Wage Differentials

Wage differentials, again, are a necessary conco­
mitant of the wage system in modern industrial 
organisation and have been recognised as such in all 
countries, irrespective of their political and economic 
background. The differentials have to be worked out



according to the degree of skill required, the strain 
involved, the mental and physical requirements for 
doing the work, the disagreeableness of the task and 
so on. They should be adjusted in such a manner as 
to provide incentives to workers for advancing their 
skills. When all this is stated, it is still difficult to 
arrive at the quantum for a differential between tv'O 
jobs. For this, it would be necessary to evolve a stan­
dard occupational classification with the job content 
for each occupation. The I.L.O. Team of Productivity 
Experts who came to India in 1952-54 felt that 40% 
of the pay roll in Indian plants had been establish-d 
by awards of industrial courts without the aid of 
work measurement or job evaluation; according to 
them, this resulted in anomalies blurring the relation­
ship between earnings and work performed and had 
an adverse effect on incentives. The I.L.O. team had, 
therefore, recommended a thorough study of the rela­
tive levels of wages within each industry on the basis 
of a sound system of job evaluation. It is, however, 
necessary to bear in mind that in any attempt to re­
draw wage differentials, employees everywhere attach 
great importance to prevailing differentials, be they 
scientific or not and often exercise pressure to main­
tain those differentials. A scientific approach to the 
determination of wage differentials will not, therefore, 
be sufficient in itself, if it does not carry with it a 
measure of social acceptance. What is really called 
for is a pragmatic approach supported, wherever pos­
sible, by scientific considerations and the active parti­
cipation of employers and the employed in working 
out and implementing a wage differential scheme.

Payment by results
In this context of wage differentials, the system 

of piece rates has a number of advantages over time 
rates. The latter have no direct relationship to the



quantity and quality of output produced or service 
rendered. Piece rates, on the other hand, create an 
explicit link between additional effort and larger earn­
ings, Moreover, they are free from the disturbing 
influence of time and make possible a comparison of 
wage levels, productivity etc, between different units 
and regions. The Second Five Year Plan has also 
recommended the introduction of piece rates or pay­
ment by results in areas where at present this princi­
ple does not apply. The system of payment by result.s 
should be supported by adequate safeguards for wor­
kers, the main guarantees being a minimum (fall 
back) wage and protection against fatigue and undue 
speed up. In other words, on the one hand, the sys­
tem of payment by re.suIts will have to be supplement­
ed by a guarantee of a minimum quantum of work 
and employment. On the other, there will be need to 
ensure that the system does not work to the detriment 
of the health of workers. This could be done in either 
of two ways, viz., either by placing a limit on the earn­
ings of an individual worker, that they should not 
exceed the average wage by more than a given per­
centage or by working out piece rates in such a way 
that they prove to be disincentive after the worker 
crosses a safe maximum output. One advantage be­
hind a system of payment by results i.s that produc­
tivity increases are automatically reflected in increas­
ed earnings and there is no room for arguments about 
the relative growth in wages and productivity. The 
system, however, has its own limitations. The main 
difficulty lies in coming to an agreement with the 
workers on wage rates for a given output. The advan­
tage of the system is greatest where the products and 
work processes are standardised and improvement in 
production can mainly be brought about in the speed 
with which production is carried out. Where the pro­
ducts and work processes are not standardised, difii-



culties arise in making adjustments for variations in 
quality, type of machine and type of product. More­
over, when piece rates are sought to be applied to 
men whose value lies in their years of acquired skill, 
it would seem only fair to relate the reward to their 
technical knowledge and knowhow rather than to ac­
tual output. Even with these limitations, however, 
there appears to be considerable scope for extension 
of direct financial incentive schemes to increase pro­
ductivity all-round.

A

Wage Policy and the Socialist Pattern
Paying capacity and wage differentials apart, the 

determination of fair wages has to be given a direc­
tion consistent with the pattern of society envisaged 
by the community. It is to be a socialist society, 
where there would be full employment and growing 
prosperity as a result of increasing industrial produc­
tion and productivity. A wage policy to facilitate the 
growth of such society has both its economic and so­
cial implications. From the purely economic view 
point, it has to avoid exerting inflationary pressures 
or pressures on balance of payments, promote produc­
tivity and facilitate savings and capital formation. On 
the social side, it must move in the direction of secu­
ring a reduction of inequalities in income and wealth 
and a more even distribution of the national product. 
This problem of reduction in inequalities has many 
aspects viz., inequalities as between workers and em­
ployers, between workers in an industry and the com­
munity at large and among workers themselves. 
While wage policy has to be directed towards lessen­
ing of the gap between the top wage and the lowest 
wages. The grant of the same flat rate dearness 
at the lowest level and not by reduction of higher 
wages. The grant of the same flat rate dearness 
allowance to workers in all income groups, dearness



allowance at a rate proportionately decreasing as in­
come increases, all have this effect viz., to benefit 
workers with low wages more than those with higher 
wages. A progressive increase in wages at the lowest 
levels may also create a favourable condition for in­
troducing standardisation of wages in the different 
industries.

In the determination of wages, it is possible that 
the economic and social objectives might, at times, 
clash. In trying to reconcile them, it must be remem­
bered that economic efficiency is both a result and an 
essential condition for the satisfaction of legitimate 
social aspirations. People do not put forward their 
best unless they get as reward for their work what 
the current social and political climate dictates as fair. 
At the same time, an effort to push social objectives 
beyond what economic considerations warrant in the 
short run can only lead to disillusionment or a self­
frustrating scramble. However, in all countries, wage 
determination is more and more being governed by 
social considerations. As pointed out by the Bank 
Award Commission, labour’s “clamour for a fair deal 
must be appreciated and considered in the back­
ground of the social and political climate that prevails 
in the country today’’. Moreover, there is also the 
practical consideration viz., the need to maintain wor­
ker satisfaction and industrial peace in the Second 
Plan period. It is true that factors which have a bear­
ing on the maintenance of industrial peace are many, 
but, there is no doubt that the most important among 
them are wages and matters related to wages.

Labour’s contention for a 
wage increase-productivity

It has been urged on behalf of labour that real 
wages continue to remain around pre-war level, 
which was just a subsistence level. It is further point-



ed out that productivity per worker has gone up and 
that there has been a large increase in industrial 
production as compared with the corresponding in­
crease in industrial employment. Again, it is stated 
that the volume of profits has gone up with the con­
sequence that the acceleration in economic activity 
has only benefited the “non-wage-earning” class. This 
is the line of argument advanced by the workers’ 
unions in asking for a wage increase. The argument

Capital Formation
that productivity increases may result as much from 
a greater or more effective use of materials and equip­
ment as from increased efficiency of the workers does 
not carry conviction with them, because workers all 
over the world consider that they have a claim on 
sharing the benefits of increased productivity what­
ever be the cause thereof. This being the case, it is 
necessary that the benefits of all productivity increa­
ses should be shared in fair proportion between em­
ployers, workers and the community. This would 
mean that wherever the workers’ claim regarding 
productivity increases without corresponding wage 
rises is borne out by facts of the case, there would be 
a prima facie case for considering a wage increase. 
Even assuming that the workers’ claim for a wage in­
crease is justified to some extent, it is difficult to see 
how they could be fully compensated for every rise 
in productivity. In a country where the demands for 
capital formation are heavy and will continue to be so 
for quite some time to come, the workers will have to 
be content with a wage increase smaller than warran­
ted by the increase in productivity. At a time when 
all-round austerity is called for, it is fair to expect the 
workers to contribute their share to the sacrifice. The 
argument for capital formation cannot, however, be 
carried too far to prevent any wage increase whatso-
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ever. The jjroposition that wage increases will trans­
fer funds from the enterpreneur class to the working 
class thereby curtailing investment and capital forma­
tion and increasing consumer spending is not always 
well-founded. It must be recognised that increased 
wages would lead to increased production and pro­
ductivity and thus to increased profits, both by rais­
ing the efficiency of workers and by giving incentive 
to the employers to organise production more econo­
mically. Productivity increases are as much the 
result of wage increases as they are the cause thereof..

Employment
An important objective of the plan is the creation 

of additional employment on a substantial scale. This 
often raises the question whether the working class 
should gain by way of more of them finding employ­
ment rather than by an increase in the earnings of 
those already employed. The reasoning underlying 
this antithesis is that the higher the rates of wages 
that have to be paid to those already employed, the 
less is the possibility of an increase in the numbers 
employed. To assume that there is always such an 
antithesis, however, would be to take too narrow a 
view of our objectives. While employment has, no 
doubt, to be expanded, it cannot be argued that every 
wage increase would react adversely on employment. 
Nor is there any real gain in increasing the number of 
discontented employees. Each employed worker 
should be assured and paid a fair wage. A reasonable 
increase in the present level of wage rates can act in 
a number of ways. It will enable the worker, both 
physically and psychologically, to put in greater effort 
and raise production and productivity The employer, 
for his part, may be expected to organise production 
more efficiently in order to make up for the increased 
wage cost. In fact, if the experience of industrially



advanced countries is any guide, pressure of the uni­
ons for wage raises has always been a powerful factor 
in bringing about improvements in technological effi­
ciency. As long as wage increases are reasonable, 
there is, therefore, no reason why higher wages and 
more employment may not go together.

Inflation
Among the considerations to be borne in mind 

in deciding on the merits of wage increase.s is also 
the question of inflation. Here again, no hard and 
fast rule can be laid down as to when and whether 
wage increases are inflationary or not. It is only by 
an examination of specific cases that any judgement 
in this regard can be formed.

Social Security Contributions
A review of social security measures is relevant 

in a study of the possible effects of wage increases, 
because social security contributions affect wage costs 
as well as the funds immediately available to workers 
for consumption expenditure. The question of in­
creasing the contributions and benefits under social 
security schemes can be decided upon only after 
taking into account the wage levels of workers to 
whom the increased contributions are to be made 
applicable. In this context, it is necessary to distin­
guish workers drawing minimum v/ages from those 
receiving higher wages and to see that social security 
schemes do not make inroads into the minimum wage. 
Where, however, the introduction of new social secu­
rity measures or improvement of existing ones is con­
sidered imperative, the wages of the worker should 
be raised to a level which will ensure the 
worker a residue of minimum wages after his contri­
butions to the social security measures are made out 
of his total pay packet. Correspondingly, the benefits 
a worker gets under social security schemes must be
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allowed for in reckoning the requirements of a mini­
mum wage.

Fringe Benefits
Employers at timse provide their workers with 

housing, education for workers’ children, canteen and 
recreation facilities and so on. These “fringe bene­
fits” which are not the result of compulsory legisla­
tion, vary from employer to employer and no genera­
lisation as to their nature and content is possible. 
Available information shows that as compared to total 
per capita average earnings, the average m.oney value 
of concessions granted to factory workers is not very 
significant. The fringe benefits, wherever they are 
made available, should be considered as a part of the 
real wages of the worker where they relate to goods 
and services which enter into the worker’s basket. 
The suggested procedure should, however, be adopt­
ed only with the consent of the community of work­
ers, because goods and services which they are none 
too keen on consuming cannot be forced on them and 
their value deducted from the total wage payment 
which they are entitled to.

General
It will be seen that wage determination is influ­

enced by a number of factors, economic as well as so­
cial, inter-acting between themselves. With the deve­
lopment of the social conscience of the community, 
however, the social and ethical implications assume 
primary importance. At the same time, in a planned 
economy, wage policy is not a matter of exclusive con­
cern to workers and employers only. The wider con­
siderations of planning for the benefit of the commu­
nity as a whole have also to be borne in mind. It is 
against this background that wage determination will 
have to be undertaken.



II

PRINCIPLES OF WAGE FIXATION 
(A Study of Industrial Awards)

“The function of conciliation and arbitration,” 
according to the International Labour Organisation, 
“is to establish a compromise between the interests of 
the parties to the dispute and create a new basis for 
their mutual relations—that is to say, to make law and 
not, as in the judicial settlement of dispute on rights, 
to interpret it.” In this function of making law, the 
industrial tribunals in our country have succeeded in 
fair measure and a good deal of case law on a fairly 
uniform basis has been built up regarding wages, dear­
ness allowance, bonus, retrenchment, leave etc., large­
ly as a result of the functioning of the Appellate 
Authority. This study attempts to analyse the salient 
features of the industrial awards given up-to-date in 
so far as they relate to wage matters and to take stocl 
of the case law built up thereon.

The industrial awards themselves may be broad­
ly classified into two groups viz., (a) awards which 
stand out by themselves without supporting cases 
and (b) awards -which have a number of precedents 
and follow-up cases along similar lines. It is the lat­
ter group of decisions which go to build up case law 
over a period and it is out of this group that represen­
tative cases have been quoted in this chapter. Even 
among the awards quoted, a large number relate to 
decisions of the Labour Appellate Tribunal and occa­
sionally of the Supreme Court, because it is these deci­
sions which have generally guided lower tribunals 
and courts in giving their awards on a uniform pat­
tern under similar circumstances.
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While exhaustive source material in respect of 
industrial awards can be found in the original awards 
themselves, there are a number of periodicals like the 
Labour Appeal Cases, the Labour Lav/ Journal, the 
Industrial Court Reporter (Bombay) and so on which 
report the more important cases. There are also va­
rious private publications containing digests of 
Labour Law cases. The first official attempt at an 
analysis of tribunal decisions was made by the Labour 
Bureau, whose publication “Industrial Awards in 
India—An Analysis” covers the period 1939-1950. 
Awards made in the subsequent two or three years 
were studied in a note prepared by the Planning Com­
mission for official use. The present study is largely 
based on these two official publications and subse­
quent awards as reported in the Labour Law Journal.,

Minimum Wage, Fair wage and Living wage: 
Regarding wages, the tribunals have generally fol­
lowed the principles laid down in the Fair Wages 
Committee’s Report. The Committee recommended 
that the wages of an industrial worker must be such 
as would enable him to have not merely the means for 
subsistence of life but also for the preservation of bis 
efficiency as a worker. For this purpose, he must 
have the means to provide for some measure of edu­
cation, medical requirements and amenities. Thi.s is 
the minimum which he must irrespective of the capa­
city of the industry or his employer to pay. Thus, the 
floor level of wages is to be determined keeping in 
view these considerations. According to the Fair 
Wages Committee, the theoretical upper limit is pro­
vided by the concept of the ‘Living Wage’. The ‘living 
wage’, however, could be regarded only as an ideal 
or a goal and the actual wage fixed would have to be 
based on the capacity of the industry to pay. This 
paying capacity has to be worked out not for an indi-



vidual unit nor for all industries in the country, but 
on an industry-cum-region basis.

The goal of a living wage for the worker has gain­
ed strength from the tribunal decisions. The Labour 
Appellate Tribunal have expressed the view that 
“with the socialistic pattern of society the living wage 
is probably nearer fulfilment than ever before, even 
as an expanding ripple gently reaches the bank” 
(1955 II LLJ 38). The existing wage structure, how­
ever, is still far from the living wage concept and 
besides, displays a lack of uniformity. A considerable 
margin has been noticed between the top wage and 
the lowest wage and the raising of wages at lower 
levels by various tribunal decisions has somewhat 
helped to narrow down this gap.

Minimum Wage : The concept of minimum wage 
for the worker is now absolute. In the dispute bet­
ween Rajwani Transport Ltd., and their workmen, 
the Appellate Tribunal upheld the decision of the 
lower tribunal that paying capacity was irrelevant in 
the matter of minimum wage fixation. (1951 I LLJ 
624). In fact, no external factor is allowed by the 
tribunals to interfere with the payment of minimum 
wages. For instance, availability of plenty of labour 
for service on low wages and the fact that the em­
ployer is a non-profit organisation have both been 
brushed aside as not being relevant. (1953 II LU 
495) Again, lack of work is no reason for denying 
minimum wages to piecerate workers. (1953 II LLJ 
610) Similarly, in the case of Bombay Mutual Life 
Assurance Society Ltd. v. their workmen, the tribunal 
took the view that the “expense ratio” under the In­
surance Act could not affect the payment of minimum 
wage. (1955 I LLJ 149) The elementary require­
ments of workers are the same irrespective of the 
industry in which thev are emploved. (1954 II LLJ 
341).

A 2
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The principles of minimum wage determination 
were first discussed in detail by the Labour Appellate 
Tribunal in the Buckingham and Carnatic Mills Case. 
(1951 II LLJ 327). In determining the actual quan­
tum of minimum wages, the Tribunal was guided by 
the standards recommended by different authorities 
in the matter of food, clothing, housing, fuel and light 
and miscellaneous items and the findings of family 
budget enquiries in the locality regarding the pen 
centage allocation of expenditure on these items. The 
minimum wage was worked out on the basis of a 
farnily of 3 consumption units, a figure which has not 
always been uniformly adhered to. The quantum of 
minimum wage in a particular locality is generally 
worked out by the tribunals on the basis of indepen­
dent data and along the above lines. Where such data 
are not available, the minimum prevailing in the same 
or similar industry and in the same or neighbouring 
locality is considered. For instance, in the dispute 
between the Kanti Cotton Mills Ltd., and their work­
men, the industrial tribunal referred to the lack of 
data and fixed minimum wages for the operatives on 
the basis of the prevailing level wages in other con­
cerns in the locality. (1952 I LLJ 261). Sometimes 
the scale awarded is the same as the one recommend­
ed in the very recent awards.

: The award of minimum wages for any particular 
group of workers does not prohibit them from ad­
vancing claims for wage increases or employers from 
granting the same if they so desire. (1953 II LLJ 
file).

Wage Differentials: While the minimum wage 
thus fixed corresponds to work put in by the lowest 
paid unskilled worker, wages for semi-skilled and 
skilled categories are to be fixed so as to reflect rea­
sonable wage differentials. That such wage differen­
tials should be based, not merely on historical factors



and customs, but on the training required, skill, ex­
perience, efficiency, responsibility, etc., has been ge­
nerally agreed to. While some adjudicators have 
merely fixed the minimum basic wage for the least 
skilled worker and left the determination of wage dif­
ferentials to negotiations between the employers and 
the employees, others have broadly classified work­
ers into three categories, unskilled, semi-skilled and 
skilled and fixed separate rates group-wise. In Mc- 
leod & Co. Ltd. v. their workers, it was decided that 
work which was more arduous, intricate and variea 
and required a higher degree of intelligence, alertnes.s 
and skill was entitled to better scales of pay. (19.53 
II LLJ 544) The tribunals have preferred the system 
of grades also as providing incentive for workers. 
Supporting this system, the Appellate Tribunal have 
stated, “This system would provide a good incenti'\' 
to new hands engaged to improve and acquire greater 
efficiency in their work.” (1953 II LLJ 508). Divi­
sion of staff into grades should be a long-term arrange­
ment consistent with the nature of work and respon­
sibilities of the employees. (1953 II LLJ 776).

Equal pay for equal work : Equal pay for equal 
work is recognised. Expressing themselves in favour 
of equal pay for men and women workers, the Indus­
trial Tribunal, Ernakulam stated, “Equal wages for 
equal work is a principle worthy of acceptance and 
is one accepted by the I.L.O.” (1954 I LLJ 859) The 
principle is not confined to equality between the sexes. 
In Burmah Shell etc. v. their employees, it was ruled 
that “if any distinction be made between graduate 
clerks and nongraduate clerks for doing the same job, 
it may give rise to heart-burning and create indus­
trial unrest”. (1954 I LLJ 787)

Fair Wage : In the case of Fair Wages also, the 
Tribunals have been guided by the recommendation.-; 
of the Fair Wages Committee and the award of the



Labour Appellate Tribunal in the case of Buckings 
ham and Carnatic Mills. That the capacity to pay 
should be determined with reference to the industry 
as a whole and not with reference to a particular unit 
thereof has been upheld in the above case. It was 
argued on behalf of workers that the mill had the 
capacity to pay a higher wage as compared to the 
other concerns tnd that the Tribunal should decide 
accordingly. The Tribunal, however, refused to be 
guided by the paying capacity of an individual con­
cern, stating that this was likely to lead to unfair 
competition, “placing in the hands of a unit able to 
pay higher wages, a weapon to drive out its competi­
tor—another unit of the same industry from the field.” 
In subsequent cases also, fair wages have been fixed, 
taking into consideration the capacity to pay (deter­
mined on the industry-cum-region basis) and wages 
prevailing in the same or similar concerns in the lo­
cality. Thus, in Bihar, generally, the Industrial Tri­
bunals have recommended the same wage rates as 
those obtaining in concerns such as the Tata Iron and 
Steel Co.

The Industrial Tribunal in the dispute between 
the Indian Cable Company and its employees observed 
as follows : “It is sufficient to say that there is no rea­
son why the Indian Cable Co. should pay wages at 
lower rates than those paid by three important con­
cerns of this town. In the interests of peace as well 
as on the ground of equity and justice, I decide that 
the Tata’s scales of wages should be adopted. ...”

Long-term nature of wage settlement: Questions 
of remuneration are not static and there may be ge­
nuine case.s for revision. At the same time, it has to 
be remembered that wage arrangements cannot be 
lightly disturbed. Normally, a basic wage once fixed, 
should stand for a reasonable period of time unless 
some substantial change of circumstance intervene.s.



In the dispute between Andhra Cement Co. Ltd., and 
their workmen relating to a revision of the incremen­
tal grades, the Industrial Tribunal, Vijayawada held 
that “in view of the settlement between the parties 
a while back, the time to review the settlement has 
not yet arisen”. (1952 I LLJ 111) Moreover, the in­
crease in wages is recommended only in cases where 
the concern or the industry has been able to stabilize 
its paying capacity at a higher point. Revisions in 
the light of profits made in a particular year are not 
advocated. (1952 I LLJ 507) The long-term nature 
of a wage settlement was well brought out by the Ap­
pellate Tribunal in Aspinwall & Co., Ltd. v. their 
workers, where they held that once the basic wage 
is fixed in a manner which does not suggest any un­
fairness, it should stand for a reasonably long time, 
irrespective of the fact whether the original fixation 
was effected through arbitration, conciliation or ad­
judication. “Even in the case of an ordinary agree­
ment, if it is arrived at, not between the employer 
and the industrial workers, but between the employer 
and a bonafide workers’ union, a prima facie presump­
tion should, in our opinion, be taken to arise that 
what was agreed to between the parties was consid­
ered fair by them.... and should not he allowed to 
be lightly disturbed within a short period of time. . .” 
(1955 II LLJ 270)

Wage claims for strike periods and lockout: Wage 
claims for strike periods and lock-outs have been de­
cided by the tribunals on the basis of a uniform prin­
ciple viz., that the party declaring a strike or lock­
out should not be made to suffer if tire strike or lock­
out was decided upon on reasonable grounds. In de­
ciding the reasonableness thereof, various considera­
tions like whether the strike or lock-out was legal, 
justified, occasioned by an unfair labour practice or 
provoked by the actions of one party or the other
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and so on have been taken into account. Thus, it 
was decided in Hanuman Jute Mills v. their workers 
(1953 II LLJ 684) that workers were not entitled to 
wages during period of lock-out when lock-out w'as 
justified. Bbr a decision in favour of workers in the 
matter of wages for strike period, where strike was 
considered legal and peaceful, reference may be had 
to Ambica Jute Mills v. their workers. (1954 I LI.J 
835) In another case it was decided by the tribunal 
that workmen were entitled to full wages for the strike 
period where the strike was not illegal or unreason­
able, though strike demands were negatived subse­
quently during adjudication. (1954 I LL.j 859) In 
yet another case, workers were awarded half wages 
for the strike period where the strike was considered 
“a bit unreasonable.”

Basic Wage and Revision of Base Period: Basie 
wages are usually fixed in relation to the cost of liv 
ing index obtaining in a specified base year. There is 
no uniformity in the choice of the base year, though 
the pre-war year of 1939 is predominantly used. It 
is best to leave existing arrangements in this respect 
undisturbed for the present till a uniform revision of 
basic wages is effected on the basis of a more appro­
priate base year. Thus, in the Burmah Shell Oil Co. 
case, the Appellate Tribunal rejected a plea for sta­
bilising basic wage for unskilled workers at cost of 
living index 180 (with 1939 as base) on the ground 
that such a step would lead to anomalies and conse­
quent industrial unrest when the general wage struc­
ture obtaining in Madras was based on the index 1939 
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worker. When the benefits of provident fund, state
insurance, lay-off, retrenchment relief etc., are cal-



culated on the total emoluments viz., basic wage plus 
dearness allowance, and it has become a settled prin­
ciple to calculate bonus only on basic wage, the tri­
bunals feel that consolidation of dearness allowance 
with basic wage can have no practical advantage. . . 
on the other hand, ia would upset the established dif­
ferentials and would create unnecessary ferment all 
over India for refixation of wages which 
without any real merit or justification...” 
99-102)

would be 
(1955 LAC

the cost of
Dearness Allowance

With the system as it is, any rise in 
living beyond the base period level has to be com­
pensated for by dearness allowance. It has thus been 
ruled that rise in the cost of living index is a subject 
more appropriate to the question of dearness allow­
ance and cannot be a ground for a wage revision, 
(1952 LAC 56)

Dearness allowance is usually fixed either unre­
lated to the cost of living index or linked to the cost 
of living index. Between these two methods, there 
are more variations. Where the dearness allowance 
is not related to the index, it can be either a flat rate 
for all income groups or a slab rate system where the 
amount of the allowance varies according to income 
groups. Similarly, where the allowance is linked to 
the cost of living index, it could be either (a) a flat 
rate irrespective of income groups, (b) on a scale 
graded according to income groups or (c) at rates di­
minishing as the index rises. It is difficult to say 
which of these systems has been advocated more fre­
quently by the adjudicators over the past 3 years. The 
general policy has been not to disturb the prevailing 
system except in exceptional cases. The pros and 
cons of the different systems have been discussed in 
detail in literature on wages and we are not repeating
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them in this brief analysis. A study of the awards, 
however, shows that adjudicators and tribunals have 
laid down a particular system in preference to others 
after taking into consideration various factors such as 
the extent of neutralisation aimed at, the capacity of 
the industry or a concern in the locality, the past prac­
tice in the concern itself, the feasibility of linking the 
allowance to a cost of living index number etc. In 
some cases, the adjudicators have had to recommend 
a flat rate out of necessity due to absence or unreli­
ability of cost of living index numbers. The choice 
of method would thus appear to be dictated by indi­
vidual circumstances. Generally speaking, it would 
appear that a flat rate unrelated to cost of living is 
more suited to small concerns and a rate linked to 
cost of living index to larger concerns. Thus, in Mad­
ras Press Labour Union v. Artisan Press Ltd., Mad­
ras, the Appellate Tribunal declared, “As observed 
by the Rao Court of Enquiry, simplicity and unifor­
mity dictate a single rate for all. Taking into consi­
deration the past practice obtaining in this concern 
as well as in many of the small-scale industries in 
West Bengal as well as some other States, we think 
that the tribunal has taken a correct view in main­
taining the flat rate of dearness allowance”. (1953 
11 LLJ 508) On the other hand, in the Indian Oxygen 
and Acetylene Co. Ltd. v. their workmen, it was point­
ed out that there had been several awards against 
engineering companies in Bombay in which dearness 
allowance had been linked directly to the cost of liv­
ing index number and concluded that it was a more 
scientific system. (1953 II LLJ 711)

The two main considerations which have been 
recognised as governing the quantum of dearness al­
lowance are the capacity of the concern to pay and 
the extent of rise in cost of living. (1953 II LLJ 845) 
Unlike in the case of minimum wages, rigid payment



of dearness allowance to allow for complete neutrali­
sation is not imposed irrespective of capacity to pay. 
Thus, in Brahmachari Research Institute v. their 
workers, the tribunal felt, “This is no doubt inade­
quate in the present times. But, considering the bad 
financial plight in which the company has landed it­
self, I cannot entertain any claim for the increase . 
(1954 II LLJ 224) For the same reason, the Bombay 
Industrial Court in its aw'^ard relating to the Bombay 
Municipality rejected the claim of the employees to 
be paid dearness allowance on the cotton textile scale. 
The Jirjqiment was that the Municipality was a body 
in which the profitmaking motive was absent and its 
capacity to pay was limited. Such instances can be 
multiplied. On the other hand, it has to be remem­
bered that the concept of an irreducible minimum 
wage will lose all meaning if, after its fixation, any 
rise in the cost of living is not neutralised at least to a 
reasonable extent. This was perhaps why, in the Na 
tional Tile Works, Feroke v. their workmen, the Ap­
pellate Tribunal held, “In this concern the minimum 
basic wage is too low and hence it has necessarily to 
be supplemented by dearness allowance with a vieAv 
to make a near approach to the subsistence level. It 
is true that the financial position of the concern has 
to be taken into consideration when fixing the dear­
ness allowance, but not so that the dearness allow­
ance falls below a certain level.’’

Extent of Neutralisation: Complete neutralisa­
tion of the rise in the cost of living is not generally 
favoured by the tribunals. On the one hand, sucli 
neutralisation is stated to yield figures which are rot 
realistic and which have to be toned down to make 
them realistic. The Nagpur Textile Enquiry Com 
mittee have observed : “dearness allowance need not 
necessarily be such as to neutralise completely the 
whole of the rise in the cost of living. . .owing to



26

roughly 25 per cent of total expenses, being of the na­
ture of a fixed charge, the scale of dearness allow­
ance which we are recommending would. . effectively 
compensate for practically the whole of the rise in 
that portion of the expenditure which is susceptible 
to short period changes in the cost of living”. A rigid 
line cannot be taken on this view since the market 
basket of the worker itself changes over a period. On 
the other hand, a view has been expressed that the 
worker must share with his fellow citizens the burden 
of the increased cost of living. This view is reflected 
in the Nellimarla Jute Mills case where the Appellate 
Tribunal stated, “We think that the rate fixed by the 
tribunal is reasonable for it still leaves about 34 per 
cent burden of the higher cost of living on the work­
men.” (1953 II LLJ 515) Moreover, a cent per cent 
neutralisation, it is feared, will lead to an inflationary 
spiral. This view was expressed by the Appellate 
Tribunal in the Buckingham Mills case (1951 II LLJ 
314) and the Burmah Shell case. (1951 II LLJ 360) 
The principle has been followed in subsequent awards 
by tribunals. There is, however, no specific percent­
age which is considered appropriate to all cases. Even 
the Rege Committee which recommended a 50% neu­
tralisation pointed out that where there was capacity 
to pay more, the minimum might be exceeded and it 
was for the tribunal to fix the rate.

The extent of neutralisation is fixed by the tribu­
nals after taking into consideration various factors. 
Each individual case is decided on its own merits. 
As stated by the Apellate Tribunal (1952 11 LLJ 615) 
“dearness allowance has to be fixed taking into con­
sideration, the total emoluments of the workers; that 
in concerns paying a low basic wage a high dearness 
allowance may be necessary and in concerns paying 
a high wage necessary adjustments may have to he 
made to dearness allowance; that in considering the
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total emoluments, the value of amenities 
quarter, water and light will also have to 
dered”. Sometimes, the tribunals adopt 
scale in a concern or industry located in 
area and having comparable capacity to pay. It does 
not matter if the industry thus chosen is different 
from the one where the dearness allowance has to be 
fixed, since the considerations governing dearness ab 
lowance have nothing to do with the nature of in­
dustry. “There is nothing wrong in the dearness al­
lowance of a cement concern being linked to the Ah- 
medabad textile scale, for in Bombay itself, engineer­
ing concerns have their dearness allowance fixed in 
proportion to the Bombay textile scale”. (1953 II LLJ 
847)

Subject to these principles, a stable policy is ad­
opted and quick revisions of dearness allowance and 
adjustments to minor fluctuations in the cost of living 
in the cases where the system is not automatic are 
discouraged. In the Kanpur Omnibus Service case, 
the Appellate Tribunal observed, “The cost of living 
is subject to occasional variation of a minor character 
and fluctuations at intervals and in our opinion the 
period of 18 months is not long enough to justify the 
question being reagitated”. This principle has found 
application in subsequent tribunal awards also.

BONUS
Until quite recently, whenever the workers made 

demand for the payment of a bonus, the primary’ ob­
jection raised by the employers was that bonus was an 
ex-gratia payment dependent on their good will and 
could not be the subject matter of adjudication pro­
ceedings. In some of the disputes, the adjudicators 
took a juristic view of the demand for bonus and held 
that the demand of the workers could be sustained 
only if it was proved that there was an explicit or im-
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plied contract between the parties. Such a juristic 
view, however, has not been taken by a majority of 
the adjudicators. In the Lahore Electric Supply Go. 
case, Mr. W. Cowley remarked, regarding bonus, “It 
is quite obviously not a legal right which can be en- 
forced in a court of law.. .On the other hand, there 
is equally no doubt that the advancement of econo­
mic thought and industrial relations had led to a 
state of affairs where the workers’ claim for a share 
in the profits of industry may be legitimate and may 
have a certain moral and economic right”. These ini­
tial doubts regarding the character of bonus payment 
have, over a period of time, given place to a settled 
set of principles determining its nature. As a result, 
bonus is no longer regarded as an ex-gratia payment 
or a deferred wage or a share in profits. A claim for 
bonus is now regarded as “a claim of right against 
an employer to enable the workers to make good at 
least to some extent the gap which is always found 
to exist between the wages being actually paid by 
the employer and a living wage...” (1956 II LLJ 
724) Bonus partakes of the nature of wage payment 
by virtue of its being payment for work done. As 
stated by the Saurashtra High Court, “. . .the original 
ex-gratia nature of the payment of bonus has... come 
to mean a paid of the legitimate remuneration”. (1954 
II LLJ 434) All the same, as pointed out by the Sup­
reme Court, bonus is not a deferred wage, “because 
if it were so, it would necessarily rank for precedence 
before dividends.” (1955 LAC 6) Again, bonus cannot 
be equated to profit-sharing, since it has been ruled 
that it must bear some relation to wages. “It is an at­
tempt to shorten the gap between the living wage and 
the actual wage paid to the workmen. It must bear 
some relation to wages. . .” (1956 I LLJ 154)

Thus, bonus has now come to be considered a 
sort of additional income for workers. Though un-



predictable in the size and timing of tis payment, it 
often forms a sizeable proportion of the workers’ to­
tal annual remuneration and is eargerly awaited by 
workers. Bonus disputes have predominated in the 
last few years among industrial disputes; this, in spite 
of the fact that principles governing the determina­
tion and payment of bonus are now fairly well-settled. 
Under the circumstances, the disputes mostly cent-r 
round the detailed application of these principles to 
each individual case.

According to the Supreme Court of India, de­
mand for bonus can be justified “(1) when wages fall 
short of the living standard and (2) the industry 
makes huge profits part of which are due to the con­
tribution which the workmen make in increasing pro­
duction. The demand for bonus becomes an indus­
trial claim when either or both these conditions are 
satisfied.” (1955 LAC 5) The term ‘huge profits’ in the 
Supreme Court decision has been interpreted by the 
Appellate Tribunal to mean ‘prosperity of the con­
cern’. They have further explained, “it is not un­
reasonable to assume that all that the Supreme Court 
meant was that workmen, in order to entitle them­
selves to bonus, should contribute to earning profit 
by helping production.”

The ‘Available Surplus’ Formula: Subject to 
these conditions, “bonus can only be claimed by the 
workers with reference to the trading result of the 
industry concerned for the period of the claim.” (1958 
11 LLJ 451) The quantum of bonus payment is now 
determined on the bacis of what has come to be known 
as the ‘available surplus’ formula, laid down by the 
Appellate Tribunal in the Full Bench case of the Mill 
owners’ Association. (1952 II LLJ 124) By this for­
mula, the available surplus is determined after allow­
ing for all prior charges viz., (a) depreciation accord­
ing to income tax rates, (b) income-tax, (c) fair re-
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turn on capital, (d) fair return on reserves utilized as 
working capital, (e) any additional amount required 
in excess of the depreciation for the purpose of reha­
bilitation, replacement and modernization of machi­
nery. (1955 II LLJ 436) While this formula does 
provide for some elasticity in matters like return on 
capital so as to allow for differences in industries and 
concerns, as to certain other charges like normal sta­
tutory depreciation, it is so stated as not to be suscep­
tible of deviations. By the various tribunal decisions, 
the onus for proving that there is an available sur­
plus is now squarely laid on the workers. (1953 11 
LLJ 859) On the other hand, the employers have to 
prove to the satisfaction of the tribunals the prior 
charges claimed by them, by appropriate evidence. 
(1955 II LLJ 152)

According to the available surplus formula, after 
the residuary surplus is determined, ‘the quantum of 
bonus must depend upon the relative prosperity of 
the concern during the year under review.. .the needs 
of labour at existing wages. . .employees’ efforts; and 
even when we have mentioned all these considera­
tions, we must not be deemed to have exhausted the 
subject. Our approach to this problem is motivated 
by the requirement that we should ensure and achi­
eve industrial peace. This can be achieved by having 
a contented labour force.. .and an investing public 
who would be attracted to the industry by a steaay 
and progressive return on capital.” In the dispute 
between Burmah Shell, etc., Bombay and their work­
men (1953 II LLJ 246), it was argued by the Appel­
late Tribunal that “Bonus must have some relation 
to wages and not to double or multiply it, for wages 
are not fixed solely on the capacity of the concern to 
pay. Care must also be taken to see that the bonus 
which is given is not so excessive that it creates fresh 
problems in the vicinities, that it upsets emoluments
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all round or that it creates industrial discontent and 
the possible emergence of a privileged class” The 
same tribunal had observed earlier in the case of Fire­
stone Tyre and Rubber Co. (decision dated 15[7!19c2 
in Appeals (Bombay) No. 324 & 33 of 1951) that 
“whereas in this concern, the available surplus is in­
evitably large, there is alway force in the contention 
that the bonus should be substantial although it must 
necessarily fall short of the stage where it may tend 
to become profit-sharing.” Though the quantum of 
bonus itself is calculated on the surplus available, the 
Labour Appellate Tribunal ha-s^e not so far set down 
what proportion the bonus will bear to the available 
surplus. As the Fifth Industrial Tribunal, West Ben­
gal pointed out, this has probably been “advisedly 
done, because no hard and fast rule can be formulat­
ed for this. It will depend on the company’s financial 
position and also the future prospects.” (1953 I LL.J 
635). Moreover, in firms like Burmah Shell, Ca’tex 
and other oil distributing companies, the available 
surplus is usually very large and if bonus is to be 
declared on the basis of a fixed percentage of the 
available surplus, workers in these companies might 
receive a staggeringly large amount out of all propor­
tion to their wages and also to the total earnings of 
similar workers elsewhere.

In practice, bonus is usually awarded as a multi­
ple of the monthly basic wage or as a percentage of 
the total annual earnings. It is not possible to gene­
ralise and specify any typical or average level of bo­
nus, because the number of months for which bonus 
is awarded varies in each individual case and depends 
upon the particulars affecting each case. It may, 
however, be stated that even in cases of exceptionally 
large bonus, the amount paid does not normally ex­
ceed six months’ basic wages.

The tribunal have felt that the nature of busi-
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hess and the part played by labour in earning of profit 
must be taken into account in awarding bonus. Thus 
where the business of a concern mainly consisted of 
import on indent basis of machineries for sale, the 
efforts of the employees in a small workshop main­
tained for replacing and repairing parts, in the earn­
ing of profits of the concern were considered to be 
comparatively small. The tribunal, therefore, consi­
dered it not proper to grant more than roughly half 
the available surplus. (1955 II LLJ 238) In Burmah 
Shell etc. v. their workers, it was decided, ‘The per­
sons who by the sweat of their brow helped to pro­
duce the articles of use would naturally be entitled 
to greater consideration in the matter of bonus, than 
say, a workman who spasmodically operates a petrol 
pump; such distinctions must not be carried too far, 
but they are nevertheless factors which would rightly 
influence a tribunal in coming to a proper decision as 
to the quantum of bonus.” Thus, while the lower 
limit to bonus is set by the surplus available, the 
maximum to be distributed is to be determined on the 
basis of other considerations.

Considerations other than those implied in the 
“available surplus” formula are considered irrelevant 
to the determination of the quantum of bonus. Re- 
.serve fund, if any, built from undistributed profits of 
past years should not be taken into consideration nor 
the fact that in past years concern paid bonus despite 
loss. (1955 II LLJ 25) In Muir Mills Company, Li­
mited V. its workmen, it was held that payment of 
bonus by other concerns in the same place engaged 
in similar business could not be considered to be a 
criterion to direct the company to pay bonus to its 
workmen on the absence of available surplus during 
the year in question. (1955 II LLJ 29) To quote yet 
another instance, in Nellimarla Jute Mills Company. 
Limited case, it was pointed out that lack of practice
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cessitating provision for uncertain future in the in­
dustry were irrelevant to determine bonus payment. 
(1953 I LLJ 665) Ideas of social justice have been rul­
ed as out of place, particularly when the Appellate 
Tribunal have themselves incorporated in their Full 
Bench formula the principles of social justice within 
appropriate limits. At a subsequent date, when the 
Appellate Tribunal themselves tried to import consi­
derations of social justice in Muir Mills Limited case, 
the Supreme Court ruled on an appeal made to it, 
“Social justice is a very vague and indeterminate ex­
pression and no clear-cut definition can be laid down 
which will cover all the situations. . .the concept of 
social justice does not emanate from the fanciful no­
tions of any particular adjudicator, but must be 
founded on a more solid foundation.” (1955 LAC 7).

The question of eligibility to claim bonus has 
sometimes been raised before the tribunals. It was 
decided in Burmah Shell v. their workmen (1953 II 
LLJ 246) that it was wrong to say that no bonus was 
payable just because workmen of a concern do not ac­
tually manufacture or produce goods. In clarifying 
the point that bonus must not be altogether unrelated 
to effort, it was stated by the Appellate Tribunal that 
clerks or labourers in the oil companies were not ex­
cluded by the Full Bench formula. “Workmen who 
helped to market the oil.. .thus contributed to ‘pro­
duction’ according to the concept of economists. .. and 
so they are clearly entitled to bonus.” (1953 II LLJ 
249). In another case, it was decided that manage­
ment was under no obligation to distribute the amount 
set apart for bonus only to those who were “work­
men” within the meaning of the Industrial Disputes 
Act. Both workmen and supervisory staff contributed 
jointly in raising profits and it was only fair that su-

A 3
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pervisory Staff were also given some share in bonus. 
(Bharat Homeo Pharmacy, Lucknow v. Its Workmen) .

It is now a settled principle that “workmen are 
entitled to a share of the profits only if they had a 
hand in earning those profits.” (1953 II LLJ 523) 
Profits which the company earned unconnected with 
efforts of labour are termed “extraneous” profits and 
are excluded from the overall profits for determining 
the available surplus. Thus, in the Shalimar Rope 
Works case, it was decided that the company’s profits 
had been increased by a fortuitous circumstance of a 
quite exceptional character and so a good portion of 
surplus had no connection with the productivity of 
labour. On the facts of the case, the rise in price or 
raw materials was due to the onset of the Korean War. 
(1956 II LLJ 372-374). A similar view was taken in 
the Nellimarla Jute Mills case. (1953 II LLJ 518). 
In another case, the Appellate Tribunal decided that 
the amount earned as interest on the investment was 
unrelated to the employees’ efforts, and as such the. 
workmen could not claim any share of these items. 
(1953 II LLJ 523).

While workers have put forward claims for inclu­
sion of certain items on the income side of the balance 
sheet and exclusion of certain items from the expen­
diture side so as to swell the surplus, employers have 
advanced counter-claims in the opposite direction. 
The disputes have centred both round the items to be 
included or excluded and their magnitude. Questions 
like the rate of interest to be allowed on certain items, 
whether the assets and liabilities at the end of the 
year should be valued at cost price or market price, 
at wholesale or retail price—have all been argued be­
fore the tribunals. For instance, in the Muir Mills 
ease, the tribunal declared that the bonuses for pre­
vious years remaining unpaid could not be debited 
to trading account of year in question; similarly ar-
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be debited; expenditure in suits between rival claim­
ants to management was not business expenditure and 
must be excluded from expenditure side for determin­
ing profit.

Bonus is paid to workers who contribute towards 
profits in a particular year and out of those profits. 
Thus, while entertaining a claim for bonus, the ad­
judicators concern themselves with the accounts of 
the company for the current year only.

It may be argued that the practice cf deciding 
bonus on the basis of only the current year’s accounts 
is rather unfair to workers. It may be stated that 
the workers cannot obviously share losse.s and that 
extraordinary profits in any year should be partially 
adjusted towards making up deficiencies in other 
years by creating something like a “loss reserve”.

An arrangement of this kind has been incorpo- 
rated in the agreement concluded on 27-6-1955 bet­
ween the Ahmedabad Millowners’ Asssociation and 
the Textile Labour Association whereby the workers 
have been assured a minimum bonus to the extent ot 
4.8% (or 15 days) of their annual basic income for 
5 years, irrespective of profits and losses. This ha.s 
been made possible by providing for “set-off” accord­
ing to which the mills which had to pay bonus to 
workers inspite of incurring losses would be compen­
sated in any future year when they make profits This 
provision envisages a ceiling of 25%^ (3 months) fcr 
the bonus payable in any one year by the mills which 
would otherwise have to pay more than 3 months’ 
wages as bonus to their workers according to the Ap­
pellate Tribunal formula. As far as the tribunals are 
concerned, however, the profits or losses incurred in 
past years are not adjusted to nor any notice taken 
of the anticipated favourable or unfavourable turn in 
the financial position of the company.
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■ In one instance, however, where the company had 
its own fund for “payment of bonus during years 
when there are no adequate profits” and the company 
contended that the fund was not maintained for pay­
ing bonus during the years in which heavy losses 
were made, the tribunal decided in favour of work­
ers. “In this particular case as I am of opinion that 
by payment of bonus from the fund especially set 
apart for the purpose, the financial resources of the 
company are not likely to be affected to a large ex­
tent, some amount should be paid as bonus to the 
workers.” (1951 I LLJ 64) But, the tribunals them­
selves have never advocated the creation of any such 
fund and have stuck to the practice of calculating 
the ‘available surplus’ for each year separately. Thus, 
in the Nizam Sugar Factory case, the Appellate Tri­
bunal ruled that the lower tribunal was in error in 
taking into account a sum of Rs. 3.93 lakhs from the 
previous year’s profits while calculating bonus for 
1949-50. (1952 II LLJ 386) In the case of Ganesh
Flour Mills, it was argued by the management before 
the Appellate Tribunal that the profits of the com­
pany were likely to go down if Act XXXII of 1950 
which authorised the coloration of vegetable ghee 
were brought into force. Rejecting the argument, the 
tribunal observed, “we may at once say that the last 
mentioned contention does not appeal to us, for in 
considering the question of bonuses for 1948-49, we 
have to proceed upon the profits of that year. Whether 
the profit in future years is likely to be less or not is 
not relevant to the enquiry.’ (1952 I LLJ 524).

Since bonus is paid to workers out of profits to 
which they contributed by their labour, in Govern­
ment Porcelain Factoiy, Bangalore v, their workers, 
where bonus for 1950-51 had been granted by the 
company, the decision was made that bonus must be 
paid to the 14 employees who had been in service in
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1950-51 but had been dismissed subsequently and 
were not on the company’s pay-roll at the time of 
bonus sanction. In another case, bonus w’as ordered 
to be paid to employees who had been dismissed for 
misconduct, because it was stated that bonus was pay­
ment for work done. In yet another case, workers 
who were in service for only a poition of the year 
were held to be eligible to get proportionate bonus, 
except those who had been dismissed for misconduct 
involving financial loss to the company. (1953 II LLJ 
237) Bonus being an amount payable from profit of 
the year for which it is claimed, it is now almost a 
settled rule that demand for past years’ bonus should 
l)e rejected where accounts for these years are settled 
and such accounts, it has been held, should not be re­
opened unless valid reasons are adduced to do so. 
(1953 I LLJ 708; 1954 I LLJ 21).

The rate of bonus is almost always linked to basic 
wages and not to total earnings. This is to maintain 
wage differentials. As stated by the Appellate Tri­
bunal in the Burmah Shell case, “It has been the ge­
neral practice to divide the available surplus given as 
bonus in terms of basic wages and that practice 
should not be disturbed. Further the idea of dearness 
allowance being added to basic wage or bonus would 
disturb the balance of wage differentials. The wage 
differentials represent as between the workmen ‘per 
se’ a more correct measure of the value of the work 
that they do for the purpose of distributing bonus 
and the wiser method of distributing the ‘available 
surplus’ is to apply multiples based on wage differen­
tials, in other words, on basic wages. A uniform prin­
ciple of bonus in terms of basic wages would avoid 
many an anomaly and this should be the practice.” 
<1953 II LLJ 246) Again, discussing this point in 
Shangrila Food Products and their workmen, the In­
dustrial Tribunal, Bombay expressed their agreement
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with the view of the Appellate Tribunal in the follow­
ing terms. “It is not right to deprive skilled labour 
of higher bonus on the basis of basic wages as dear­
ness allowance is fairly the same for all workers; that 
the Appellate Tribunal has consistently refused to al­
low bonus on the basis of dearness allowance as well”. 
(1952 II LLJ 382) Exceptions are, however, occasion­
ally permitted where circumstances justify. For ins­
tance where basic w’ages and dearness allowance paid 
by the company w'ere not properly determined on 
principles, the demand for bonus in terms of conso­
lidated wage must be held to be justified. (1954 II 
LLJ 390). Again, this practice may be followed when 
the basic wages are unduly low and dearness allow­
ance is comparatively high, the total being considered 
to meet the ordinary requirements of the workmen, on 
the ground that what was being paid under the de­
nomination of basic wages was a misnomer and a 
good part of the dearness allowance paid should be 
taken in essence to be part of what ought to have been 
basic wages.” (Appellate Tribunal in Stan vac ca.se 
1954 I LLJ 488).

Certain types of concerns have sought to escape 
the payment of bonus under special reasons. When 
the Bombay Electric Supply and Tramways Co., Ltd 
was taken over by the Bombay Municipality, rhe 
workers claimed that they used to get two months’ 
basic salary as bonus every year and they were en­
titled to such payment even after the take over.

The Industrial Court, Bombay, however, held 
that as a consequence of the municipalisation of the 
undertaking, what might have been a legitimate claim 
on the part of the workers against the company which 
was run with a profit making idea was no longer so. 
The balance of the earnings derived from, the work­
ing of the undertaking could now be more properly 
styled as a surplus and not as a profit. The compa-
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ways, the surplus is transferred to the General Reve­
nue. A different view has been expressed regarding 
a private non-profit-making concern. In Mcleod & Co., 
Ltd., (Secretaries, Tea Districts Labour Association) 
v. their workers, the tribunal took the view that the 
fact that the employers were not a profit-earning con­
cern, could not stand in the way of bonus being grant- 

* ed to its employees. They might have only an income, 
and expenditure account and not a profit and loss 
account; nevertheless, the excess of income over ex­
penditure in the year in question was virtually the 
profit earned by the association and out of which bo­
nus could be paid. Even in the case of Electric Sup­
ply concerns which are governed by the Electricity 
Supply Act which seeks to limit profits in the inter­
ests of the consumer, it has been ruled that there is 
possibility of having funds which without breach of 
provisions of the Electricity Supply Act (LIV of 194S)- 
can be distributed as bonus on the lines of the avail- 
able surplus formula and that the Act does not abso­
lutely tie down the hands of the licensee in paying 
bonus. ■

Since the payment of bonus is related to the work­
men’s effort in relation to the profits earned the ques­
tion has been posed on various occasions as to how 
bonus is to be distributed in the case of a parent com­
pany having various undertakings run at various 
branches. On this question, ‘‘the decided cases fall 
under two broad and distinct heads (A) and (B) aS 
stated below;

(A) Those relating to companies which have 
branches in different parts of the country and where 
the nature of the business is the ‘same’ in the heqd 
office and the branches. If they do business as a 
‘single’ undertaking and maintain a ‘common’ profit 
and loss account and the head office directs the policy



to be followed by the branches in respect of sales, pur­
chases, capital expenditure etc, the profit or loss of 
the entire concern and not of a particular unit would 
determine the quantum of bonus to be awarded; vide 
But where a company had several Branches, one of 
which was at Lucknow and all did the same business, 
but separate accounts were kept at the Lucknow 
branch as regards capital and profit and loss, as if it 
were an independent unit, it was held in Pipe Mill 
Mazdoor Union, Lucknow v. Indian Hume Pipe Co., 
(1951 I LLJ 379) that the Lucknow branch must be 
regarded as a separate entity.

(B) Where there is a parent concern, but its 
various branches or factories are ‘different’ then or­
dinarily each undertaking must be taken as a sepa­
rate unit foi' determining the quantum of bonus un­
less the profits of all the companies are pooled toge­
ther and there is ‘nexus’ of integration to make the 
unit an integral part of another unit of the same con­
cern;. .Nexus of integration has been explained as 
being some essential dependence of the one on the 
other or some unity of purpose or design or some pa­
rallel or coordinate activity towards a common end 
without which the busines.s of the one or the other 
could not be carried on to proper advantage”. (1956 
n LLJ 136 & 137) An extreme example of this kind 
of situation arose when employees of the British India 
Steam Navigation Co., Ltd., demanded bonus on the 
basis of the company’s world profits. Giving its de­
cision, the Appellate Tribunal observed, “It is a long 
call from the claim of some 279 tally clerks in Bom­
bay to the world profits of this global organisation 
operating from England; it would be more realistic to 
discover the figures on an all-India basis or on a lar­
ger regional area and discover the available surplus 
from such figures; and only if that could not be done.
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culation. . .the world profits.” (1956 II LLJ 175).

Bonus is a payment which has to be made to a 
group of workers as a whole. “. . .profits are due to 
the cooperative effort of all employees and arise only 
from year to year and have been contributed to by the 
employees in that year.” (1954 I LLJ 874) “The 
quantum of bonus cannot be fixed on individual ba.sis 
or according to the responsibilities and work done by 
each employee... to grant bonus to one section at a 
higher rate and to the other at a lower rate would be 
the reversal of social justice.” In Cawnpore Chemical 
Works Ltd. v. their workmen, the Adjudicator, Kan­
pur stated that if certain employees in an establish­
ment had to do extra work, they could be paid for that 
extra work in the form of extra allowances, but not 
in the form of additional bonus. (1952 II LLJ 79). Dis­
crimination in the payment of bonus has been (;on- 
demned by the tribunals. In the Minakshi Mills Ltd., 
etc. V. their workmen, where the company had paid 
three months’ basic wages as bonus to one section of 
the workmen i.e., clerical staff and strongly opposed 
the giving of bonus to the non-clerical staff, the Ap­
pellate Tribunal observed that such “invidious dis­
tinction will have serious repercussions on the har­
monious relations between the management and the 
labour and may affect the industrial peace.” (1953 II 
LiLJ 522). In another case, where the issue of Puja 
Bonus was involved, it was ruled that “no case has 
been made out for any discriminatory treatment bet­
ween the employees in the Calcutta office and those 
of the mofussil offices in the matter of bonus.” (1953 
II LLJ 547).

All doubts regarding claim of workmen to be paid 
bonus out of dividend equalization fund have now 
been set at rest. The Appellate Tribunal observed in 
the Indian Vegetable Products Ltd. case that it would
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be contrary to the Full Bench decision if workmen 
should get the ilke amount as the share-holders when 
they are paid dividends out of funds which have been 
built up over the years to provide for payment of di­
vidends in lean years and ear-marked for a particular 
purpose. In the Muir Mills caes, the Supreme Court 
have finally ruled that “linking of bonus to dividend 
would obviously create difficulties. Because if that 
theory was accepted a company would not declare any 
dividends but accumulate the profits, build up reserves 
and distribute those profits in the shape of bonus 
shares or reduce the capital in which event the work­
ers would not be entitled to claim anything as and 
by way of bonus”. (1955 LAC 6) Similarly claims 
of workers to reserve funds transferred to profit and 
loss account have also been ruled out. “To admit the 
claim for bonus out of the reser\/es transferred to the 
profit and loss account would tantamount to allowing 
a second bonus on the same profits in respect of which 
the workers had already received their full bonus in 
the previous year. The labour force which earns the 
profits of a particular year, by collaborating with the 
employers is distinct from the one which contributed 
to the profits of the previous years and there is no 
continuity between the labour forces which are em­
ployed in the individual concern during the several 
years. The ratio which applies in the case of the 
shareholders who acquire the right, title and intere.st 
of their predecessors-in-interest does not apply to the 
labour force. . . . ” (1955 LAC 7).

Since the available surplus formula is now the 
only recognised method of determining the quantum 
of bonus for any particular year, it has been ruled 
that acceptance by workmen of any bonus offer d 
by a company ‘ex gratia’ does not bar their claim for 
additional bonus for that year. Advancing the rea­
sons for such a decision, the Sixth Industrial Tribu-



nal, West Bengal, stated. “It has been recognised 
that the workmen are at a disadvantage in agreements 
of this sort, for they are not in a position to bargain 
with their employers on a footing of equality and very 
little choice is left to them, when the prospect of im­
mediate payment of bonus is held out to the work­
men and they are told that if they do not accept in 
full satisfaction what is offered they would get no­
thing until the question is determined by an adjudi­
cator.” (1954 I LLJ 363)

R.estrictions on the payment of declared bonus 
have been held to be unjustified by Appellate Tribunal 
since a claim for bonus is itself a claim made by work­
ers to make good, at least to some extent, the gap 
between the actual wages paid to them and the living 
wage. Under such a circumstance, “It is difficult to 
see how the industrial tribunal can force the workers 
to defer the enforcement of such a claim or even a 
substantial portion thereof.........” (1956 II LLJ 724).
Thus, when in the Lever Brothers case an appeal was 
filed against the Bombay industrial tribunal award 
under which 1|3 of the declared bonus was ordered to 
be invesetd in securities to be realised and amount 
paid to workers at a later date, the Labour Appellate 
Tribunal ruled against such deferred payment. After 
expressing its surprise at the deferment of bonus pay­
ment for a period of nearly 4 years, the tribunal said, 
“we find that a similar condition, for what was consi­
dered by the lower tribunal to be for the ultimate be­
nefit of the workers, was incorporated in another 
award by ordering a portion of the bonus to be credit­
ed to the provident fund account of the workers. This 
Tribunal held such condition to be unjustified and it 
was ordered to be deleted from the award in the Bur- 
mah Shell and other Oil Companies case. (1954 I L.LJ 
21-25).” (1955 II LLJ 724).
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Some disputes have arisen out of regular past 
practice of concerns paying bonus without any refer­
ence to the trading results of the concern. In one 
such case (Martin Burns Ltd. v. their workers), it was 
held by the tribunal that since the company has been 
paying two months’ basic wages as bonus to all wor­
kers irrespective of trading results for over ten years, 
it must be held that payment of bonus had come to 
be an implied term of contract of service. It was de ­
cided that in such a case bonus so payable must 
be considered as wage within the meaning of 
sec. 2(6) of Payment of AVages Act. Thus, a claim for 
bonus can also be based on an agreement to pay it 
irrespective of profits, as a condition of service. That 
agreement may be either express or implied; and 
where not express past practice may lead to an infe­
rence of implied agreement. The practice must, how­
ever, be unbroken and should have continued for an 
appreciably long period to exclude the hypothesis of 
these payments being “ex gratia” or out of bounty. 
In such cases the principle, laid down by the Supreme 
Court in Muir Mills case will not apply. That prin­
ciple is confined to cases of profit bonus and does not 
apply to cases of customary or contractual bonus. In 
the latter case, “the liability depends exclusively on 
the express or the implied contract. . . .
LLJ 678).

Production Bonus: The nature of 
Bonus was discussed by the Appellate 
case of Metal Box Co. of India (1952 I LLJ 822). The 
tribunal observed, “there is a wide difference between 
production bonus and the bonus which the workers 
are entitled to claim at the end of the year. A produc­
tion bonus is a definite increase of emoluments accord­
ing to a fixed scale and any workman producing more 
than the fixed minimum automatically gets such a 
bonus. The bonus which the workmen claim at the

” (1955 II

Production 
Tribunal in



end of a year is an indeterminate quantity which is 
dependent on whether the concern has any available 
surplus of profits in the year and it has nothing to do 
with production as such.

“A production bonus is a healthy scheme for pro­
viding an incentive to greater effort, resulting not 
only in higher emoluments for the workmen, but also 
in their livelier appreciation of the dignity of labour. 
We are not aware of any case where the grant of sui­
table production bonus has not resulted in the im­
provement of relations between employers and work­
men.”

Bonus has generally been paid unitwise except in 
case of established industries where the conditions of 
employment and prices are all standardised. In their 
case, bonus has sometimes been paid industry-wise. 
Thus in case of sugar mills in Uttar Pradesh, bonus 
was paid industry-wise by the Labour Appellate Tri­
bunal (1952 I LLJ 615). Bonus was paid industry­
wise by the Full Bench of the Appellate Tribunal in 
Millowners’ Association case. (1950 II LLJ 1247). The 
tribunal, in this case, however, exempted the units 
which had incurred losses from payment.

Bonus and Incremental Scale: While as a stop gap 
measure bonus serves as a useful tool to bridge the 
gap between actual wages and living wages to the 
extent possible, it has been well recognised that it is 

' only a stop gap measure and that a regular incremen­
tal scale of wages corresponding more nearly to the 
living standard should be the normal long-term 
arrangement. The justification for incremental 
scales of wages was put forward by the Industrial 
Tribunal, Visakhapatnam in the following terms in 
Tungabhadra Industries Ltd. v. their workers. (1956 
I LLJ 64). One reason why incremental scales should 
be preferred is that bonus is only an interim arrange­
ment. The second reason is that with the passing of
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time, efficiency of the workmen increases and along 
with it their productivity may also increase and thus 
counter-balance the burden of the increasing wage 
bill; except perhaps in the case of unskilled labour, 
for whom incremental scales will not be applicable 
For the purpose of incremental scales, however, the 
industry should be in a position to bear the burden at 
present and the increasing burden in future. Not only 
the current financial ability, but also the financial sta­
bility of the concern must be firmly established before 
such scales can be fixed. Thinking almost on the 
same lines, the Appellate Tribuanl expressed its dissa­
tisfaction with short-term expedients such as bonus. 
“Firstly, the element of certainty year after year is 
wanting. Secondly, even if bonus is given, the rate 
would vary from year to year according to the vari­
able prosperity of the concren and lastly, unhealthy 
atmosphere is generally created leading to perennial 
disputes over the question of bonus and consequent 
disturbance of industrial peace and harmony which is 
so much desirable.” While expressing the opinion 
that increase in wages andjor granting of incremental 
time-scales both for time-rated and piece-rated work­
men was therefore desirable, they stated that othei' 
weighty consideratins must not, however, be lost 
sight of (1954 I LLJ 654).

Retirement Benefits
Principles arising out of the awards of tribunals 

in the matter of retirement benefits were summarised 
by the Appellate Tribunal in Indian Oxygen and Ace­
tylene Co., Ltd. V. Their Employees’ Union (1956 I 
LLJ 436). “It is now well settled by a series of deci­
sions of this Tribunal that where an employer com­
pany has the financial capacity, the workmen would 
be entitled to the benefit of gratuity in addition to the 
benefit of a provident fund......... In considering the
financial capacity of the concern what ha.s to be seen



is the general financial stability of the concern.... the 
factors to be considered before framing a scheme of 
gratuity are the broad aspects of the financial condi­
tion of the company, its profit earning capacity, tlie 
profits earned in the past, its reserves and the possi­
bility of replenishing the reserves, the claim of capi­
tal put having regard to the risk involved, in short, 
the financial stability of the concern.” In the Kannan 
Devan Hills Produce Co., Ltd., case, the tribunal were 
of the view that in the absence of a scheme for pen­
sion, employees of industries having a future before 
them should have the benefit of the gratuity scheme 
even if such industries had a provident fund scheme. 
On the other hand, in Burmah Shell etc. v. their work­
men, (1953 LLJ II 237) the Standard Vacuum Oil Co, 
was directed by the Appellate Tribunal to replace the 
pension and death benefit scheme started by them in 
Oct. ’47 by a provident fund scheme from 18th July ’53 
on the pattern of the Caltex Scheme. Gratuity is a 
long-term arrangement and gratuity schemes must 
not be changed with every rise and fall in the fortu­
nes of the employer (1954 I LLJ 62). The tribunals, 
aware of this fact, have been careful to reject appeals 
for retirement benefit schemes, wherever the financial 
position of the concerns justified such rejection. Thus, 
in Brunton & Co., Ltd., v. their workers, a scheme for 
gratuity in addition to a scheme for provident fund 
was rejected on the plea of financial position. At the 
same time, the tribunal awarded a scheme for a limit­
ed period of seven years for workers who "would not 
be substantially benefited by the provident funa 
scheme. Again, in Madras Press Labour Union, Mad­
ras and Artisan Press Ltd., Madras, it was held that 
claim for institution of a provident fund scheme with­
in a year of the concern’s incorporation was prema­
ture.
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General Considerations

There are certain important general considera­
tions arising out of the study of wage disputes in 
recent years. As was already stated, disputes regard­
ing bonus predominated even among the wage dispu­
tes and the points of dispute in such cases were most­
ly on the details of application of the available surplus 
formula to individual cases. It is obviously not pos­
sible to evolve a rigid arithmetical formula which will 
be uniformly applicable to all cases of bonus payment, 
since such payment by its very nature depends upon 
the individual profits of each particular concern year 
by year. Till incremental wage scales fairly near the 
living standard can be fixed for wage earners, bonus 
payment is inevitable, but that does not mean that 
there is no scope for reducing the number of wage 
disputes. A greater appreciation on the part of em­
ployers of the just principles involved in the avail­
able surplus formula and on the part of workers of the 
undesirability of making unreasonable claims should 
go a long way towards reducing the scope for disputes 
regarding bonus. A similar appreciation on the part 
of employers and workers of the just principles evol­
ved by the tribunals regarding minimum wages, dear­
ness allowance etc., can reduce the incidence of othei 
wage disputes also. While annual bonus can be a 
source of recurrent disputes in the absence of a proper 
perspective on the part of employers or workers or 
both, it is now fairly well settled by a series of 
decisions of the tribunals that settlements regarding 
wages etc., are to be definitely treated as longterm 
arrangements not to be disturbed without sufficient 
cause within short periods. The tribunals themselves 
have sought to draw a distinction between decisions 
Which lay down a permanent scheme or decide a prin­
ciple and those the effect of which exhaust themselves 
with a single compliance. Thus, to illustrate the



etc., would come under the former category 
decisions about annual bonus, retrench­

reinstatement etc., would fall in the latter. . . 
if it be legally permissible it would be highly

point, decisions settling the schemes of provident fund 
and gratuity, standardization of wages, fixation of 
scales 
while 
ment. 
Even 
undesirable to disturb at short intervals a scheme 
once settled as it could not be conducive to industrial 
peace and tranquility” (1954 I LLJ 377).

It is necessary that this last point is sufficiently 
appreciated by both parties; for, in the absence of 
such appreciation it is only too likely that either may 
begin to take lightly a resort to industrial courts in 
furtherance of just or unjust claims. In point of fact, 
there appears to be a tendency on the part of both 
employers and workers to stake their claims very high 
when a dispute is taken to the industrial tribunal in 
the hope of getting allowed at least a part of such 
"Claims, though it is difficult to prove this point with­
out a more detailed study. It may be only stated here 
that bargaining based on a lack of understanding of 
each other’s just needs, leads to avoidable disputes. 
The tribunals can discourage such bargaining by not 
awarding token advantages to either party outside 
well-recognised principles and making all settlements, 
as far as possible, fairly long-term. The tribunals have 
themselves recognised this need as can be seen from 
Tata Oil Co. v. their workmen. In commending the 
grant of a higher dearness allowance for a satisfactory 
neutralizing of the cost of living, v/herever the facts 
justified such increase, the Appellate Tribunal obser­
ved that “the grant of little token advances without 
any justification is unfortunate in the interests of in­
dustrial relations. Giving for the sake of giving in 
effect amounts to this ‘that whenever a case is refer­
red to adjudication reasons must be found to give a 
‘token increase’, and that to our mind has an unseit-

A 4
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ling effect upon labour for they restlessly await the 
expiry of the period during which an award is in ope­
ration in order to make fresh claims, confident in the 
expectation that some little ’token’ advance would 
always be forthcoming.” (1952 II LLJ 814-817)

There is another consideration which should not 
be lost sight of by either party viz., the interests of the 
consumer and the larger interests of the country. This 
point is always liable to be overlooked in bilateral dis­
putes, but the tribunals have fortunately taken no­
tice of this aspect. Thus, in detailing the factors and 
considerations which should be kept in view in deter­
mining the quantum of bonus, in Greaves Cotton & 
Co, Ltd. case, it was pointed out, “Furthermore, we 
must not be unmindful of the impact of an unduly 
high bonus on the community as a whole” (1954 II 
LLJ 189). Again, in the Millowners’ Association case, 
the Appellate Tribunal repeated, while arguing that 
the present state of the textile industry was not such 
that it should be called upon to bear additional bur-' 
dens, that a balance must be struck between the needs 
of labour and the capacity of the concern to pay “and 
we must not be altogether unmindful of the existence 
of the consumer.” (1955 II LLJ 38).
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DETERMINATION OF THE MINIMUM WAGE 
The concept of the average family

a. In a Welfare State the fixation of minimum wa­
ges by Government is guided by the cost of ensuring 
a minimum level of living for the worker and not by 
the work itself. In other words, it is the worker’s 
minimum monthly budget and not the nature of the 
work which serves as the yard-stick to arrive at the 
quantum of wages.

It is obviously not possible to construct a sepa­
rate budget for every worker and fix wages to suit 
individual needs. Individual needs themselves ke.>p 
on changing over a period of time, so that even if 
wage rates are fixed individually, they will have to b-; 
continually revised to accord with the changing pat­
tern of requirements. The concept of the average or 
the standard family was born out of this difficulty and 
has been widely used in the process of wage determi­
nation in many countries. The budget for the ave­
rage family indicates the cost of a hypothetical mar­
ket basket to a hypothetical family. It has, therefore, 
to assume the size of the family, its age and sex com­
position, the number of wage earners therein and the 
goods and services which are necessary to ensure the 
members the required standard of living. It is agreed 
on all sides that these assumptions are inevitable, but 
as pointed out by the Fair Wages Committee, “there 
is not the same measure of unanimity of opinion as 
regards the size of the standard family.” After consi­
dering different opinions on the subject, the practice 
in other countries and more particularly, the results of 
the family budget enquiries in this country, the Com-
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mittee concluded that the standard Indian working 
class family should be reckoned as one consisting cf 
the worker, his wife and two children, of whom the 
husband was the sole earner. On the basis of Dr. 
Aykroyd’s formula as enunciated in Health Bulletin 
No. 23, this yielded 3 consumption units per earner. 
While the worker was treated as 1 consumption uni*; 
and his wife as 0.8 unit, the two children together 
were equated to 1.2 units by the Fair Wages Commit­
tee by averaging the coefficients for children of differ­
ent age groups and multiplying the average by two. 
The Committee also expressed the opinion that whe­
rever family groups were found to consist of more 
than 3 consumption units per family, the actual num­
ber of earners in the family might be counted for the 
purpose of calculating the minimum wage per earner.

The recommendations of the Fair Wages Com­
mittee in regard to the average family have generally 
been adhered to by the minimum wage committes 
and industrial tribunals. However, attempts have 
been made, here and there, to depart from the stan­
dard and in some cases, a departure has actually been 
made. For instance, it was argued before the Mini­
mum Wages Committee (Residential Hotels, Restau­
rants and Eating Houses) Bombay, on behalf of the 
employers that the hotel employees are mostly single 
individuals and, therefore, their requirements shouk; 
be considered on the basis of only one consumption 
unit. This argument was refuted by the Committee 
which stated, “It is well known that the labour in ur­
ban areas is drawn from the villages mostly because 
of the pressure on the land or uneconomic holdings 
and such other causes. Thus pushed out of the vil­
lage, the worker comes for employment to the town 
or city and finds a job either in a textile mill, other in­
dustry, trade or a hotel. His acceptance of a job in a 
hotel does not change the character or composition of



the Indian family in villages.” Moreover, the mem­
bers of that Committee found on enquiry that the 
average size of the family of a hotel worker was 5.34 
with 2.25 earners and 3.09 dependants and concluded 
that it would be unjust if minimum wages for hotel 
workers were not fixed on the basis of 3 consumption 
units, which had been taken into consideration by 
other committees and tribunals as a standard. On the 
other hand, the Minimum Wages Committee for Plan­
tations, Madras (1951) worked on the basis of a stan­
dard family of 3 consumption units and 2.25 earners 
bn the assumption that earners in the plantation 
worker’s family included besides the worker, his wife 
and a child. The special Industrial Tribunal for Plan­
tations, Coimbatore, subsequently revised this to 1.75 
earners per family on the contention that while in 
most cases the wife was also an earner, only in excep­
tional cases a child was found to work. An instance 
where an industrial tribunal differed from the recom­
mendations of the Fair Wages Committee may be had 
in the case of Gold mines at Kolar Gold Fields v. their 
workers (1955 I LLJ 511), where it was decided that 
if in a particular region, industry or employer, satis­
factory evidence of more than 3 consumption units 
was available, that should be taken. Since the Mini­
mum Wages Committee’s report for Kolar Gold Fields 
had held, after due enquiry, that the average wor­
king class family in these mines consisted of 3.43 con­
sumption units per wage earner and there was no 
evidence to the contrary, the tribunal held that a 
standard of 3.43 units should be adopted in the case 
of those mine workers for fixing minimum wages. In 
giving its decision on the bank appeal against the 
Sastry Award, the Labour Appellate Tribunal had pro­
ceeded on the assumption that a clerk would be en­
titled to 3 consumption units in his eighth year of 
service. The Bank Award Commission subsequently
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expi’essed the opinion that the method adopted by the 
Appellate Tribunal in this respect could not be seri­
ously disputed. In the light of all these considera­
tions, the Fair Wages Committee’s estimate of 3 con­
sumption units and one earner per family would 
appear to be the nearest approximation to an Indian 
standard and should continue to guide wage fixing 
authorities. Howeer, it may have to be revised at a 
later date if warranted by the results of fresh family 
budget enquiries. Fresh family budget enquiries are, 
in any case, necessary because the results of the old 
enquiries are very much out-dated and can be used 
only within broad limitations to serve current policy.

In some foreign countries, there is legal provision 
for calculating the basic wage for a family of one wage 
earner having a wife and three children without tak­
ing into account the earnings of his wife and his child­
ren. In India, however, there is no law to the effect 
that the earnings of the wife and children of a worker 
should not be taken into consideration for fixing the 
worker’s wage. Consequently, wages have sometimes 
been fixed as in the case of the plantation workers 
after taking into account the earnings of the wife 
andjor children. This practice, howeer, has come in 
for a good deal of criticism. An argument has been 
put forward that often the woman goes to work only 
because her husband does not earn enough for the 
maintenance of the family. Under such circumstan­
ces, if she is counted as an earner for the purpose of 
calculating minimum wages for the family it might 
thwart the very purpose for which she goes to work, 
by pulling down the wage per earner. The procedure 
whereby the earnings of the wife and children are ta­
ken into account in fixing wages has also been crhi- 
cised by the Rege Committee who have in their Report 
quoted from “The Plantation Labour in India” by 
R. K. Das: ‘A< system of wages which requires the

<



■worker to depend upon the earnings of his wife and 
children or upon a subsidiary industry just in order 
to earn the necessaries of life, not to talk of decen­
cies, luxuries and savings, can scarcely justify its 
existence form the point of view of social welfare or 
national economy”. As the Award of the All India 
Industrial Tribunal (Colliery Disputes) points out, 
“Assuming that a very small percentage of women 
work, it is not for intellectual recreation, but for sheer 
necessity, because the male member does not earn 
enough” and “it is not for the benefit of the employer 
who can take advantage of that fact and deny her 
husband what he ought to be paid to maintain him­
self and his family.” Whatever views might be held 
on these general considerations, it would seem appro­
priate that the earnings of women and children inclu­
ding adolescents should be disregarded for purposes 
of ■ determination of minimum wages for workers.

A common criticism of the concept of the average 
family is that it seldom conforms with reality. Com­
menting on thp, practice of calculating a wage for a 
synthetic family in order to settle what thousands of 
families with rpembership above or below this ave­
rage should have to live upon, Mrs. Barbara Wootton 
says, “It would be hardly more unrealistic to propose 
that in a school, in which the average age of the pu­
pils was thirteen, but the actual ages ranged from 
eight to eightden, the curriculum should be designed 
so as to be suitable throughout for thirteen year olds.” 
In support of this contention, she cited the United 
Kingdom Sample Census returns of 1951, according to 
which, out of just under 14J million households in 
Great Britain just under 2 million have two children, 
just over a million more have three or four children 
and more than 8 million have no children at all; 
whereas, in that country, the average family at any 
one moment is usually reckoned at two adults and two
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Or three children. American experience points in the 
same direction. In the United States, the Bureau of 
Labour Statistics’ “City Worker’s Family Budget” 
assumes a family of four, consisting of father, mother 
and: two children (8 and 13 years of age—a girl and 
a hoy respectively), where the father’s wages consti­
tute the sole source of income. It has been stated that 
since the four-person family of the type mentioned 
above is something of an American ideal, it was cho­
sen as the kind of family for whom the budget should 
first be developed. It, however, remains an ideal as 
can be seen from the 1950 Census in the United Sta­
tes which reveals that only 18.1% of households con­
sist of four persons; 60.7% have fewer and 21.2% 
have more members. The Bureau of Labour Statis­
tics, has itself recognised this difficulty by offering the 
following scales for determining equivalent incomes 
for families of varying sizes at the same level of living
Family Size Percent of Cost of Four-person

Family
2 person family 86
3 84
5 „ 114
fi-"-■ „ ■ 128

It is not only the family size, but also the age and 
sex composition of the members of the family and of 
the earners that is arbitrary. The Coal Tribunal have 
illustrated how different consumption units can be 
arrived at for a hypothetical family by varying the 
ages of children. As the Special Bench of the Labour 
Appellate Tribunal, in its decision in the appeals 
against the Sastry Awad observed, “the dependants 
can be the mother or father or both or younger sisters 
or younger brothers. In some cases again, the mo­
ther may be the earner in the family, because the 
father is disabled; in others, all persons in the family



•may be adults and so on. A single budget cannot 
represent the requirements of all family types nor of 
a single family throughout its life span, just as bonus 
■which is fixed on the basis of average profits earned 
in an industry cannot properly reflect profits earned 
by individual units in the industry. At the same time, 
a working principle must be found that 'would do 
justice to the pressure of social and economic condi- 
lions on the family life of a workman and as satisfy­
ing such a -working principle, the concept of the ave­
rage family is unexceptionable. In fact, even those 
critics who have pointed to the unrealistic nature of 
the formula have not entirely discounted its social 
acceptability.

A second criticism that is made against the con­
cept of the standard family is really directed against 
the underlying principle that wages must be based on 
the needs of workers

It has been argued that “wages are job related, 
rather than need related” and that the attempt to set 
wages on the latter basis would soon create a chaotic 
wage structure. Since it would not recognize econo­
mic contribution, it would tend to be corrosive of indi­
vidual effort. The attempt to base wages on needs 
and not on the work is glaringly brought out in regard 
to wages of women. The arguments advanced favour­
ing such a procedure have been many and varied. The 
Fair Wages Committee had stated that where women 
were employed on work exclusively done by them or 
where they were admittedly less efficient than men, 
there was every justification for calculating minimum 
and fair wages on the basis of the requirements of a 
smaller standard family in the case of a woman than 
in the case of a man. The Coal Tribunal which provi­
ded for only 2.25 consumption units in the case of 
female workers employed in manual work did so for 
the reasons “(i) that the female worker generally be-



longs to a family group with at least one male earner 
as its head, (ii) that in the case of majority of female 
workers the basic wage at present fixed is about 75% 
Of what is fixed for the male workers and (hi) that 
special amenities enjoyed by women like maternity 
benefits, provision of creches etc., should make up for 
the deficiency”. Expressing its inability to accept 
these reasons, the Appellate Tribunal have now 
awarded equal pay for equal work for men and wo­
men. As for the last argument of the Coal Tribunal, 
the Appellate Tribunal have stated that it would be 
valid only if the assumption is made that women w'or- 
kers are in a permanent state of maternity and that 
their children are always in creches.

It is one thing to pay younger persons, children 
and women less because they are inexperienced or 
turn out less work or do a simpler job which requires 
less exertion; it is quite another to do so on the coUnt 
that they are unlikely to carry heavy family respon­
sibilities and may themselves be partially supported 
by somebody else. It is difficult to agree with the lat­
ter proposition. Where work of identical nature is 
concerned, pay also should be identical irrespective 
of who does the work—a man, woman or child. Pay 
should be work-based only and not need-based. Even 
the minimum wages calculated on the basis of a mon­
thly, budget for the standard family are and should 
be related to a minimum quantum of work. It is not 
as if the minimum wages are paid irrespective of the 
quantum of work turned out and as a matter of grace 
to support the worker’s family. The concept of 
the standard family is only a tool used for calculation 
of wages to see that they do not go dowm below a mi­
nimum level. Once the minimum wages are calcula­
ted for the lowest paid unskilled worker in the coun­
try, all other wages are easy to calculate by introdu­
cing suitable wage differentials' The criticism against



the concept of the standard family that it tries to 
Settle wages on the basis of needs and as such will 
take away the incentives from the worker will not. 
therefore, be valid. But, even at the minimum level, 
considering families in real life, of differing size and 
composition, it is true that families having a lesser 
number of dependants than those assumed in tne 
standard family will stand to gain and those on the 
other side of the line will suffer. Since the depen­
dants, leaving out the wife, mostly belong to the 
younger and the older age groups, old age pension 
schemes might be introduced to benefit the latter 
group. This may not be immediately possible, but 
should be kept in view for ultimate implementation. 
As for children, it may be neither feasible nor desir­
able to grant family allowances because it will en­
courage workers to build larger families which will go 
directly against all family planning programmes. The 
danger is particularly real when it is realised that 
even without any kind of monetary or other induce­
ment, many workers consider children as an asset in 
that they can be used to supplement fam.ily income. 
On the other hand, in the case of a family having a 
lesser number of dependants than the average family, 
the comparative advantage that the worker gains from 
the standard wage will have to be considered as a 
premium for his prudence in restricting the size of his 
family or merely as a stroke of luck, according to 
circumstance.

Norms for Food

Minimum wages for the average family have to 
be based on requirements for food, clothing, housing 
and so on. In a vast country such as ours, there are 
bound to be regional variations in these requirements 
owing to climatic conditions, food habits etc. At the 
same time, a degree of uniformity can be ensured by



adopting certain norms which would cover the mini­
mum requirements in these matters. As regards fdod, 
different norms have been recommended by different 
authorities. The opinions expressed by *Dr.  Aykroyd 
have usually carried weight with the wage fixing au- ,, 
thorities. Dr. Aykroyd has prescribed dietary stand­
ards at two levels—the optimum level and the ade­
quate diet level. An optimum diet, according to him, 
is one which ensures the functioning of the various 
life processes at their very best; whereas an adequate 
diet maintains these processes but not at their peak 
levels. The optimum diet would include more of vi­
tamins and less of proteins in its caloric content, while 
the adequate diet would include more proteins and 
less of vitamins. Thus the optimum diet would in­
clude more of fruits and fresh vegetables than the 
adequate diet. For the purpose of minimum wage 
determination, the worker and his family might be 
provided with food to correspond to the adequate diet 
which has been recommended by Dr. Aykroyd for the 
Nutrition Advisory Council; (This is composed of Ce­
reals 14 ozs., Pulses 3 ozs. Vegetables 10 ozs.. Milk 
10 ozs., Sugar 2 ozs., Oil & Ghee 2 ozs., Fruits 2 ozs., 
Fish & Meat 3 ozs., and Eggs 1 oz.). The quantitative 
requirements of food are estimated in terms of heat 
units or ‘calories’. On broad terms. Dr. Aykroyd has 
estimated the caloric requirements of a man doing 
moderate work at 3,000 and a man doing very hard 
work at 3,600. Similarly, a woman doing moderate 
work would require 2,500 calories and a woman doing

* other sources in this respect are (1) Industrial Nu­
trition by Pyke Magnus, (2) Food — Maccarrison Robert. 
(3) Nutrition in Industry, an I.L.O. Publications & (4) The 
Nutritive value of Indian foods and the planning of satis 
factory diets by Aykroyd W. B.

@ Vide Memorandum prepared by the Nutrition Ad­
visory Committee of the Indian Council of Medical Re­
search and the Animal Nutrition Committee of the Indian 
Council of Agricultural Research.
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hard work would require 3,000. In view of the some­
what lower metabolism of Indians, Dr. Aykroyd has 
considered a net in-take of 2,700 calories to be ade­
quate for an 
activity.®

average Indian adult of moderate

Norms for Clothing

As for clothing, no all India norm can be laid out 
in view of differences in climatic conditions as bet­
ween regions. A slightly modified adoption of the 
norm used by the Planning Commission would, how­
ever, appear to be appropriate. The Planning Com­
mission have; assessed the Requirements of cotton tex­
tiles in the country at a per capita consumption of 
18 yards per annum. If this yard stick is used to in­
clude not only cotton, but also woollen and silk tex­
tile requirements of the worker, the average worker’s 
family of four would, on an average, he entitled to 
72 yards. This would be a fair estimate of the work­
er’s requirements, sufficient to meet the requirements 
of even those workers living in the colder regions 
The Planning Commission’s estimate, no doubt per­
tains to the average Indian; but it would be equally 
applicable to the industrial worker who is fairly above 
the lowest income group.

Norms for Housing

In the matter of housing, standards laid down 
by the Industrial House Sub-Committee of the Stand­
ing Labour Committee can be followed. The aim 
should be to provide the worker at least with a two- 
roomed tenement with adequate lighting, ventilation, 
and open space and all other necessary accessories, 
though it may not be possible to reach this standarrd 
in all areas because of limitations of space etc.
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Miscellaneous

According to the Fair Wages Committee, the mi­
nimum wage must provide not merely for the bare 
sustenance of life, but also for the preservation of the 
efficiency of the worker, including some measure of 
education for his children, medical requirements and 
other amenities. These are some of the major cate­
gories for which provision has to be made under the 
head ‘miscellaneous’. Another major item in the 
group would be fuel and lighting. The industrial ti i- 
bunals have gone by the findings of the old family 
budget enquiries, stepping up the expenditure on 
these items more or less in the same proportion as 
the rise in the case of food, where the current expen­
diture has been assessed on the basis of certain norms. 
The All India Industrial Tribunal (Colliery Disputes), 
in its recent coal award, has recommended a sum of 
Rs. 101- towards, miscellaneous items inclusive of fuel 
and lighting, but exclusive of education and medical 
facilities for which it has recommended Rs. 3j- (P.s 
1|8 for education and 1|8 for medical facilities). In 
terms of percentage, the tribunal’s provision under 
‘Miscellaneous’ comes to about 20% of the total wage

It would, therefore, appear that in determining 
wages needed for meeting the minimum requirements 
of the working class, the following 
among

(i)

considerations, 
others, should be taken into account;—

The Standard working class family should 
be taken to consist of three consumption 
units and one

The minimum 
food, clothing, 
family should
standards laid down by the Nutrition Advi­
sory Council in the matter of food, the Plan­
ning Commission in respect of clothing and

(ii)

earner.

requirements in respect of 
etc. for the worker and. his 
be estimated according to

*



Labour Committee as regards

lighting and other miscellaneous 
expenditure, the allowance which

the Industrial House Sub-Committee of the 
Standing 
Housing.

liii) For fuel, 
items of
will have to be made in computing the mini­
mum wage shall be fixed in accordance with 
the results of fresh family budget enquiries. 
Till such time as these results are available, 
it shall be assumed that provision for Mis­
cellaneous expenditure shall constitute 20% 
of the total wage.
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SHARE OF WAGES IN FACTORY OUTPUT

A periodic assessment of Labour’s share in fac­
tory output and national income is made possible in 
a number of countries by detailed national income 
statistics, returns relating to social security schemes, 
etc., often, supported by general surveys of industrial 
establishments. In India, national income estimates 
are available only from 1948, data pertaining to so­
cial security are also of recent growth and the cove­
rage of these is incomplete. Even with these limita­
tions, an attempt has been made in this note to pre­
sent, on the basis of available data some calculations 
about the share of labour in factory out-put from 1948 
upto and including 1953, beyond which year it vtas 
not possible to carry forward the estimates.

TABLE 1
Percentags Share of Workers’ Earnings in Net Value of Factory 

Output (Es. Crores)

1.

2.

3.

(Compare this with the

1948 1949 1950 1951 1952 1953

. Net domestic product oj 
factory establishments at
current prices 528.9 519.2 528.6 612.7 612.1 731.1

. Earnings of factory workers
Estimate I* 208.9 250.8 259.3 281.2 273.6 331.2
Estimate II 189.5 235.8 236.4 245.1 249.6 292.4

. Share of wages in factory 
output
(% of 2 to 1)
Estimate 39.5 48.3 49.1 45.9 44.7 45.3
Estimate II 35.8 45.4 44.7 40.1 40.8 40.0

table given by the AITUC to the

force by average annual* Multiplying the working 
earnings.

@ Adding up actual wages 
Sources :—National Income 

Year Book and Indian Labour Gazette.

paid in different states. 
Statistics, Indian Labour



meeting of its General Council at Indore on 22nd Sept., 1955 and 
to the Labour Panel Meeting called by the Govt, of Lidia on 17th 
Sept., 1955. (See Table on page 74...Ed.)

The aboA^e table compares the net product of fac­
tory establishments derived from national income 
statistics, with the earnings of factory workers. The 
industries chosen exclude railway workshops, ord­
nance factories, mints, indigo, tea-growing, coffee, 
dairy industries and telegraphs which are left out by 
the National Income Unit. Factory employees get­
ting less than Rs. 200|- p.m. have been taken into ac­
count for computing workers’ earnings. Even here, 
persons other than workers are excluded.

In Table I, earnings of factory workers have be^n 
arrived at by two different methods. In the first me­
thod, employment data available with the National 
Income Unit for the total industrial working force 
were adjusted to exclude persons other than workers. 
This adjustment was carried out by applying to the 
total industrial working force the ratio between wor­
kers and non-workers yielded by the Census of Ma­
nufactures. The net number of factory workers thus 
arrived at was multiplied by the average annual earn­
ings per worker.

In the second method, actual wages paid to fac­
tory workers in different states were added up to ar­
rive at the total factory wage bill for the country. 
These figures for actual wages paid were obtained 
from data for Part A and certain Part C States (Vide 
July 1956 issue of the Indian Labour Gazette). For 
Part B and the remaining Part C States, employment 
figures were culled out from issues of the Indian La­
bour Year Book and the wage bill calculated on the 
basis of wage rate.s prevailing in states with similar 
economic conditions. For each year an allowance had 
to be made to cover partial non-reporting of employ­
ment by Part B and some Part C States. For 1948, the 
A 5
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National Income Unit have added Rs. 14 crores to net 
national income to cover such default and an assump­
tion was made that approximately .50% of this sum 
could be traced to the earnings of workers in the in­
dustries included in the present study. On this ba­
sis, Rs. 7 crores was added to the total factory wage 
bilk for each year.

Since the first method utilises only the average 
annual earnings paid and the second approach takes 
into account actual wages paid, it may be argued that 
reults yielded by the latter approach are more 
realistic.

Table I indicates that while in absolute terms, 
the factory wage bill has been steadily increa.sing 
every year, this increase has not always been propor­
tionate to the increase in net factory product. The 
share of wages in factory output shows a significant 
rise between 1948 and 1949|1950 and a slight decline 
over the subsequent three years. Both the approa­
ches in the Table confirm this trend, though as work­
ed out by the second method the percentage share is 
generally lower.

TABLE 2

Percentage Share of Workers’ Earnings in Net Value of Factory 
Output (20 Major Industries)

Source !' Census of Manufactures.

1948 1949 1950 1951 1952 1953

All India. 42.43 54.27 49.2 45.14 52.87 50.64
Assam 39.34 43.99 60.46 56.44 64.13 53.4.5
Bihar 41.32 41.81 37.51 44.81 37.89 41.60
Bombay 44.52 57.72 47.30 47.24 59.51 59.05
Madhya Pradesh 47.83 72.72 59.31 53.23 50.94 54.60
Madras 39.42 43.04 49.55 42.32 49.74 47.96
Orissa 41.81 49.22 39.64 32.89 3515 29.09
Punjab 43.35 49.73 46.48 41.02 48.08 45.13
Uttar Pradesh 38.56 52.25 44.25 44.32 47.87 48.08
West Bengal 48.69 58.68 45.05 44.42 47.59 49.83
Dplhi ,37.41 58.26 56.48 4216 51.69 46.05



'Table 2 shows Labour’s share in the net value 
added by manufacturing in the 29 major industries 
covered by the Census of Manufactures. The percen­
tage share of labour in Table 2 is higher than in Table 
1. This may be due to the fact that the 29 industries 
in Table 2 are the more important and better organ­
ised ones in which wage rates are comparatively 
higher.

Table 2 also exhibits regional variations. Bom­
bay, for instance, shows the highest percentage for 
workers’ share, while the share of wages is the lowest 
in Orissa.

Percentage Share of Workers’ Earnings in Net Value of Factory 
Output (Major Industries)

TABLE 3

1948 1949 1950 1951 1952 1953

Sugar 26.96 18.44 24.11 29.81 27.59 28.73
Paper & Paper Products 39.11 38.08 38.58 30.13 30.60 30.26
Jute Textiles 55.86 60.20 52.01 42.68 57.57 58.47
Iron & Steel 39.72 34.01 38.42 46.56 42.23 35.64
General & Electrical

Engineering 50.07 53.04 50.52 45,68 50.01 53.05
Cement 27.38 29.64 25.78 26.31 21.32 23.31
Cotton Textiles 46.22 64.68 64.97 53.84 66.45 62.42

Source : Census of Manufactures.

Tables 3 to 10 spotlight the variations in labour’s 
share in the net value added as between different in­
dustries. Table 3 shows that while this share does 
not exceed 30% in the Sugar and Cement industries, 
in Cotton Textiles it is above 60%,. In Jute also, it is 
quite high. In Iron & Steel and General and Electri­
cal Engineering industries, it is more than the ave­
rage for all industries.

As for the trend over the years, in Sugar, the 
percentage has been rising since 1950; in Cement, it 
shows a steady decline; in Paper and Paper Products, 
there has been a sudden fall in 1951, but subsequently.
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the figure has remtined stable. In .Jute, Cotton Tex­
tiles and Iron & Steel, the percentage figure has been 
rising and falling with large variations in certain 
years. In General and Electrical Engineering, it has 
varied within a narrow margin.

There may be a number of factors responsible for 
these inter-industry differences. Normally, it might 
be expected that in an industry where capital invest­
ment is large in relation to the number of workers 
employed, wages would represent a smaller propor­
tion of the factory net product than in industries in 
which capital investment is relatively small. Even 
within the same industry, inter-state variations as are 
noticed in Table 4 to 10 may, to some extent, be due 
to units in some states using more modernised and 
costlier equipment, than in other states. Apart from 
the factor of capital investment, inter-industry varia­
tions may also be due to the fact that, on an average, 
workers in some industries have to be more highly 
skilled than in others and have therefore, to be paid 
better. In other words, in those industries where, 
among the various factors of production, the labour 
component plays a more vital role, the percentage 
share of labour in the mfi value added by manufac­
ture may also be expected to be higher. Whether all 
these propositions are borne out by facts requires to be 
established on the basis of a more elaborate study. The 
remarks that follow on state-wise variations in the 
percentage share of workers in net factorj^ product 
have, therefore, to be interpreted with a certain 
degree of caution and in the light of the foregoing 
considerations.



TABLE 4
Percentage Share of Workers’ Earnings in Net Value of Factory 

Output
SUGAR INDUSTRY

Source : Census of Manufactures

1948 1949 1950 1951 1952 1953

All India 26.96 18.44 24.11 29.81 27,59 28.73
Bihar 26.71 32.45 23.72 23.35 23.95 32.23
Bombay 10.67 12.20 16.02 15.73 16.49 14.71
Madras 21.58 20.42 17.59 27.83 19.96 20.71
Orissa 24.84
Uttar Pradesh 27.12 40.50 27.39 36.71 34.44 33.29

In the Sugar industry, workers in Bombay get 
the lowest share whereas Uttar Pradesh workers get 
the maximum, the share of the latter being more than 
twice that of the former.

TABLE 5

Pei'centage Share of Workers’ Earnings in Net Value of Factory 
Output

PAPER & PAPER PRODUCTS INDUSTRY

1948 1949 1950 1951 1952 1953

All India 39.11 38.08 38.58 30.13 30.60 30.26
Bombay 50.49 48.44 56.58 32.00 48.27 61.95
Madras 81.95 24.74 38.73 27.78
Uttar Pradesh 65.^ 61.55 50.99 30.33 36.64 4^68

West Bengal 32.95 41.16 49.30 40.67 40.55 32.70

>1

c

Source : Census of Manufactures

In the Paper Industry, the figures for Bombay 
and West Bengal appear to be comparatively more 
stable over the years; in Uttar Pradesh and Madras, 
they show large annual variations.

While the workers’ share in the Jute industry is 
generally high, Madras appears to provide an excep­
tion. The workers’ share in the net product of the 
Jute industry in Madras also shows a steadily declin­
ing trend over the period 1948^1952. (See table 6).
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TABLE 6
Percentage Share of Workers’ Earnings in Net Vah e of Factory 

Output
JUTE INDUSTRY

TABLE 7

1948 1949 1950 1951 1952 1953

All India 55.8S 60.20 52.01 42.6S 57.57 59.47
Madras 41.64 26.28 20.09 18.96 16.89 2414
Uttar Pradesh — 62.83 55.70 31.74 — ■ —
West Bengal 55.87 79.13 51.06 43.32 57.71 58.76

Percentage Share of Workers’ Earnings in Net Value of Factory 
Output

IRON & STEEL INDUSTRY

1948 1949 1950 1951 1952 1953

All India 39.72 34.01 38.42 46.56 42.23 35.64
Bihar 34.75 30.50 33.02 45.41 41.50 33.03
Bombay 79.61 74.83 75.11 80.77 81.19 66.33
Punjab 89.81 74.89 135.71 84.12 103.63 7359
Uttar Pradesh 58.60 43.97 51.92 65.68 62.70 65.19
West Bengal 50.71 41.21 50.53 45.93 39.72 39.64
Delhi 68.91 62.50 44.10 41.16 32.25 48.33

(Source : Census of Manufactures)

It. will be seen that for certain years, workers in 
Punjab appear to have been successful in getting even 
more than the net output. Whether this is due to 
bonus declared out of previous year’s profits or due to 
actual losses incurred by companies during the year 
in question cannot be settled without closer examina­
tion. The percentage of workers’ share in Bihar is 
perhaps the lowest for all States and is generally even 
less than the percentage for all industries in Biliar 
itself. In electrical engineering industry it is signifi- 
f ant that workers in Orissa appear to be getting more 
than the net value added by manufacture for almost 
all the years under study. This deserves closer inves­
tigation. (See table 8). '



TABLE 8
Percentage Share of Workers’ Earnings in Net Value of Factory 

Output
GENERAL & ELECTRICAL. ENGINEERING INDUSTRY

1948 1949 1950 1951 1952 1953

All India 50.07 53.04 50.52 45.68 50.01 53.95
Assam 87.56 93.16 54.91 66.43 169.13 110.94
Bihar 43.52 181.49 60.42 80.91 56.70 53.15
Bombay 50.04 50.14 53.46 41.09 47.93 48.03
Madhya Pradesh 73.57 80.23 59.41 91.31 54.47 61.16
Madras 61.43 57.94 49.63 45.48 53.96 57.40
Orissa 103.33 151.06 116.35 109.56 91.56 106.54
Punjab 53.04 58.19 56.21 59.17 62.41 90.25
Uttar Pralesh 64.74 57.09 57.18 .58.01 64.93 56.45
West Bengal 47.16 47.46 49.76 47.91 50.04 53.54
Delhi 68.42 53.09 55.70 41.64 49.73 49.84

Source : Census of Manufactures 
TABLE 9

Percentage Share of Workers’ Earnings in Net Value of Factory 
CEMENT INDUSTRY

Output

1948 1949 1950 1951 1952 1953

All India 
Bihar 
Madras

27.38
35.18
52.58

29.64
28.48
34.88

25.78
29.38
26.01

26.31
25.23
22.00

21.32
19.17
21.98

23.31
22.91
32.05

Source : Census of Manufactures
In the Cement industry, there are no noticeable 

variations in the figures obtained for different states. 
TABLE 10

Percentage Share of Workers’ Earnings in Net Value of Factory 
Output 

COTTON TEXTILE INDUSTRY

Source : Census of Manufactures

1948 1949 1950 1951 1952 1953

AU India 46.22 64.68 6457 53.84 66.45 62.42
Bombay 47.54 64.93 63.77 53.73 69.78 75.41
Madhya Pradesh 53.29 95.59 91.75 63.04 68.60 83.19
Madras 38.29 54.47 58.87 45.04 56.59 48.43
Orissa — — — 38.32 45.81 44.72
Punjab 66.45 98.76 112.75 73.78 83.64 69.42
Uttar Pradesh 47.37 69.56 67.60 64.32 69.61 70.17
West Bengal 39.91 61.30 59.45 61.57 65.54 55.69
Delhi 34.99 63.78 6521 41.78 57.14 4651
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«

There is no consistent trend in the inter-state 
variations for the Cotton Textiles Industn/ except for 
the fact that in Orissa the percentage share of "work­
ers is low throughout.

Referring to Table 1 again, it will be seen that 
on an average, factory laloour gets about 40 % of the 
net income generated by large scale enterprises in 
India. This stands favourable comparison with the 
corresponding figures for other countries. At the same 
time, it needs closer investigation to determine whe­
ther this percentage can be improved even under ex­
isting circumstances. The tables in this note are use­
ful only in so far as they indicate a method of appro­
ach. The statistics themselves would have to be in­
terpreted with a great deal of caution.

For instance, there may be a number of factors 
responsible for the trend indicated in Table 1 viz., a 
rise between 1948 and 1949|1950 and a decline there­
after. It may be that the trend would be different 
if allowance is made for income tax payments made 
by the factories and if bonus payments are distributed 
evenly over the years. It may also be that the major 
factor responsible for the change in the share of lab­
our is fiuctuations in agricultural prices. On 
whole, prices of manufactured products are more 
ble than thase of the raw materials required for 
nufacturing. The result is that an increase in 
material prices is often associated with a decline in 
profit margins whereas a fall in agricultural prices re­
duces the share of labour in the net product of fac­
tories. Raw material prices increased during 1948-51 
and declined in subsequent years, when there was a 
decline in agricultural prices. It may also be that the 
remuneration of workers which is linked to the cost 
of living in many industries moves up and down to­
gether with agricultural prices and thus accentuates 
the trend referred to above. It is significant that the

the 
sta- 
raa- 
raw
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All India Consumer Price Index (1949=100) increas­
ed froiii 97 in 1948 to 105 in 1951 and declined there­
after. If the explanation given above is correct, it 
Avould follow that year to year variations in the share 
of labour in factory output would be unavoidable 
long as agricultural prices fluctuate widely and 
long as the prices of manufactured articles do not 
fleet fully the variations in raw-material prices.

There would always be need for a great deal 
explanation and analysis in interpreting such chan­
ges in the share of labour as we notice in the Tables. 
Consequently, there would always be a considerable 
degree of doubt as to whether any particular change 
in the share of labour does or does not justify a change 
in money-wages. If the object is to And out whether 
workers get a fair share or not, the situation in each 
unit will have to be analysed separately. Overall cal­
culations about the share of workers in different in­
dustries and in different regions might give us an idea 
of the sectors or regions where wages are unduly low. 
Allowance, however, will have to be made for differ­
ences in capital structure, in cost of living, cost of 
materials and a number of other specific factors per­
taining to the region or the industry. It is hardly pos­
sible to do this without getting back to a study of the 
situation in each individual unit. It would thus ap­
pear that for determining wages, a consideration of 
workers’ percentage share in net factory product has 
very little utility, unless perhaps wages have to be 
determined at the level of the undertaking. Sharp 
judgements based on overall data about parti­
cular industries or regional data which are by no 
means perfect and which in any case have to be modi­
fied in a number of ways are likely to be misleading 
rather than helpful.
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AMOUNT OF WAGES, SALARIES AND PROFITS 
AND THEIR SHARES IN NET INCOME 

FROM FACTORY INDUSTRIES
(Amount in Rs. Crores, 

Share in %)

1950 1951 1952 1953 1954(a>

Net income from factory
industries 550 690 700 730 760

Of which ;—^Wages 193 206 214 207 207
Salaries (b) 39 41 43 42 42

Total Wages and
Salaries 232 247 257 249 249

Profits, etc. (c) 318 443 443 481 511

Share of wages and
salaries 42 36 37 34 ■ 33--

Share of profits, etc. 58 64 63 66 67

(a)
(b)

(c)

Provisionally estimated.
Estimated as one-fifth of the wage bill on the basis of the 
returns of the Census of Manufacturing Industries.
Estimated as residual.

(Source: Government of India, Indian Labour 
Gazette; Monthly Abstract of Statistics and Estimates 
of National Income, 1948-49 to 1953-54.)



MAIN CONCLUSIONS AND RECOMMENDATIONS 
OF THE 15TH INDIAN LABOUR CONFERENCE

I

WAGE POLICY DURING THE SECOND
FIVE YEAR PLAN

(1) While accepting that minimum wage was 
‘heeii'based’ and should ensure the minimum human 
needs of the industrial worker the following norms 
were accepted as a guide for all wage fixing authori­
ties including minimum wage committees, wage 
boards, adjudicators, etc.;

(i) In calculating the minimum wage the stand­
ard working class family should be taken to comprise 
three consumption units for one earner, the earnings 
of women, children and adolescents being disregarded.

(ii) Minimum food requirements should be cal­
culated on the basis of a net intake of calories as re­
commended by Dr. Aykroyd for an average Indian 
adult of moderate activity.

(iii) Clothing requirements should be estimated 
on the basis of a per capita consumption of 18 yds. 
per annum, which would give for the average work­
er’s family of four a total of 72 yds.

(iv) In respect of housing, the rent corresponding 
to the minimum area provided for under Govern­
ment’s Industrial Housing Scheme should be taken 
into consideration in fixing the minimum wage.

' ; (v) Fuel, lighting and other miscellaneous items 
of expenditure should constitute 20% of the total 
minimum wage.

; (2) Wherever the minimum wage fixed was be­
low the norms recommended above, it would be in-
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cumbent on the authorities concerned to iustify the 
circumstances which prevented them from, adherence 
to the aforesaid norms.

(3) As regards fair wages, the Wage Board 
should go into the details in respect of each indus­
try on the basis of the recommendations contained in 
the Report of the Committee on Fair AVages. These 
recommendations should be made applicable to emp­
loyees in the public sector also.

(4) The appropriate machinery for wage fixation 
would be tripartite wage boards similar to the one 
already appointed for the cotton textile industry. Set­
ting up of Wage Boards were suggested by workers’ 
representatives for the following sectors of employ­
ment :

(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)
(i)
(j)

(k) 
covered

(l)

Jute
Plantations
Mines other than coal
Engineering
Iron & Steel
Chemicals
Sugar
Cement
Railways
Posts and Telegraphs
Civilians employed in defence establishm.ents 
by the Industrial .Disputes Act, 1947, and 
Ports and Docks.

The employers’ representatives were of the view 
that this should be left to the discretion of Govern­
ment.

(5) The Government Study Group on wages 
might usefully assemble available material on the fol­
lowing subjects for the information of all concerned :

(i) Work load and job evaluation,
(ii) Rationalisation of management in industries 

including those in the public sector.



(iii) Working conditions, and
(iv) A detailed study of the relative share of wor­

kers, capital, management and the public exchequer 
in the factory product.

II

MODEL AGREEMENT TO GUIDE EMPLOYERS IN 
REGARD TO RATIONALISATION

(1) It was emphasised and agreed that Govt, 
might make arrangements to ensure that measures of 
rationalisation which did not serve the real economic 
interest in the present conditions of the country might 
be avoided. This principle and what follows would 
be applicable even in the case of units which had al­
ready taken steps to introduce rationalisation but had 
not completed the process. The following conditions 
were accepted as sine qua non in any scheme of 
rationalisation:

(1) There should be no retrenchment or loss of 
earnings of the existing employees, i.e., the existing 
complement should be maintained barring cases of 
natural separation or wastage.

(ii) There should be an equitable sharing of be­
nefits of rationalisation as between the community, 
the employer and the workers.

(iii) There should be a proper assessment of 
workloads by experts, mutually agreed upon and also 
suitable improvements in the working conditions.

(2) For purposes of carrying out a scheme of 
rationalisation the following working arrangement 
might be entered into by the union or unions and the 
employer concerned.

(i) The company may seek to make such changes 
in machinery, layout and organisation as it deems
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necessaiy for- efficient operation of machinery and 
rational use of labour and material without prejudice 
to the provisions of any law, for the time being in 
force and subject to the provisions of the working 
arrangement.

(ii) Before any such change is effected, the com­
pany shall give reasonable notice, ranging from three 
weeks to three months, to the union (s), of its inten­
tion to effect the change. The notice shall contain full 
information regarding the nature of the proposed 
change, approximate date of such change, proposed 
duties for workers concerned and their job assignment 
and the expected earnings. Where, however, an appro­
priate procedure for notice of change exists under the 
current legislation the same should be observed in 
preference to the above.

(iii) The employer shall also furnish information 
regarding the change and the reduction in the num­
ber of jobs and also the effect of the change on the 
number of jobs in other departments affected by the 
same change.

(iv) The employer and employees shall meet and 
discuss the proposal, as soon as possible, after the 
notice referred to in para (2) above has been given 
and the former shall furnish all information necessary 
for a complete understanding of the proposed change 
and shall explain the contemplated change to the 
union(s).

(v) The union(s) shall, within a week after the 
discussion with the employer, present its views or 
proposals to the employer. In the case of an agree­
ment between the parties, the employer may intro­
duce the change on the due date in accordance with 
the agreement.

(vi) The union(s) shall be given adequate oppor­
tunity to study the new change so as to enable it to



guage the work loads and the earnings of the emplo­
yees engaged in the new operation.

(vii) If there are differences between the parties 
on any matter covered by this working arrangement, 
the matters in dispute shall be referred for arbitration 
or adjudication.

III

STEPS NECESSARY TO POPULARISE THE SUB­
SIDISED INDUSTRIAL HOUSING SCHEME 
AMONG EMPLOYERS AND CO-OPERATIVES

(1) It was concluded that in many cases work­
ers were not prepared to rent houses under the Subsi­
dised Industrial Housing Scheme as those were loca­
ted in places far from their places of work. Note was 
taken in this connection of the need for co-operating 
Industrial Housing Scheme with those of Slum Clear­
ance.

(2) In order to overcome the difficulty of rising 
cost and non-availability of land, steps should be 
taken by Government to freeze land prices at suitable 
level and to make the land available for construction 
under the Industrial Housing Schemes.

(3) In view of the general plea that there should 
be a rise in the ceiling on cost for tenements as fixed 
art present, this matter should be examined immedia­
tely.

(4) Along with the subsidy which the Central 
Government gave to States, the employers and the 
workers, there should be guarantee that the necessary 
supplies of building materials would be made avail­
able if the distribution of such material w-as controlled 
by Central Government.
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(5) The Following other suggestions were 
accepted :

(i) Each State Government should have a Hous­
ing Department dealing with all aspects of housing in 
an integrated manner so that the housing schemes for 
workers and other low-income groups could be effec­
tively implemented. The Housing Departments 
should assist employers and cooperatives in the pro­
curement of essential building materials, and the 
Central Government should take steps to enact a 
National Housing Act.

(ii) The quantum of financial assistance to em­
ployers may be raised from 62J% to 75%, i.e., 50% loan 
plus 25% subsidy, and guarantees from Scheduled 
Banks and Co-operative Banks may be accepted as 
alternative security in lieu of execution of agreements 
and mortgage deeds.

(hi) The State Governments may be permitted by 
the Central Government to sell part of the developed 
land, for which the Central Government advanced 
loans at low rates of interest, to employers and co­
operatives on a no-profit-no-loss basis for the cons­
truction of houses under the Subsidised Industrial 
Housing Scheme. Where the housing colonies are 
located far away from the factory area, transport 
should be provided to workers on a no-profit-no-loss 
basis.

(iv) It should be incumbent on employers to pro­
vide at least a reasonable number of houses for their 
workers.

(v) The Housing Departments of the State Gov­
ernment should organise housing co-operative move­
ments and for this purpose a special unit drawn from 
the Registrar of Co-operative Societies should func­
tion under the administrative control of the State 
Housing Department.

(vi) Central Government have permitted State



Governments to build houses under the Subsidised 
Industrial Housing Scheme and allot them to work­
ers on hire-purchase basis. If, however, some of the 
workers prefer to own the houses straight-away, they 
may be permitted to withdraw their contribution of 
25% from their accumulations under the Employees’ 
Provident Funds Account,

(vii) The present arrangement of providing 50% 
of the cost of housing as loan and 25% as subsidy 
should be changed to 60% loan and 30% subsidy in the 
case of workers’ co-operatives.

(viii) The various agencies should take full 
advantage of the funds allotted to them for the con­
struct ion of houses.

IV

DISCIPLINE IN INDUSTRY

(1) While considering the subject of discipline in 
industry it was accepted that the dignity and status of 
the worker should be recognised in order to ensure 
harmonious relations and better production. There 
was unanimous agreement on the need for adhering 
to the following principles by employers and work­
ers :

(i) There should be no strike or lockout without 
notice.

(ii) No unilateral action should be taken in con­
nection with any industrial matter.

(iii) There should be no recourse to go-slow tac­
tics.

(iv) No deliberate damage should be caused to a 
plant or property.

(v) Acts of violence, intimidation, coercion or in­
stigation should not be resorted to. ■ - . ' , . ;
A 6
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(vi) The existing machinery for settlement of 
disputes should be utilised.

: (vii) Awards and agreements should be speedily 
implemented.

(viii) Any action which disturbs cordial indus­
trial relations should be avoided.

(2) It was decided that the following matters re­
quired further study :

(i) Uniformity in wages, service conditions and 
other benefits in the same industry in a particular 
area.

(ii) Need for long-term settlement, avoidance of 
dilatory and speedy settlement in industrial disputes.

(iii) Sanctions against employers or unions viola­
ting any of the principles mentioned in the preceding 
paragraph.

(iv) Proper definition of ‘unfair labour practices’, 
such as interference in trade union activities.

(v) Question whether curtailment of production 
consequent on closure would amount to an act of 
indiscipline.

(3) The Works Committees at the unit level 
would be a useful agency to deal with matters relating 
to discipline and, therefore, such committees, whe­
rever they did not exist, might be set up at the local, 
regional and central levels.

(4) A Stapding Tripartite Committee should be 
set up and it sifould meet in a fortnight’s time to study 
the questions set put in the preceding paragraphs as 
well as other niatters connected with discipline in 
industry.

(5) Sufficient publicity should be given to the 
contents of tjie agreement on discipline in industry by 
bringing them to the notice of employers and work­
ers. The employers’ and workers’ organisations 
should adopt resolutions endorsing the principles and

■o
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ways should be devised for disseminating this infor­
mation widely.

(6) The observance of the principles agreed to 
would be ensured by the tripartite top level committee 
mentioned above and a number of com.mittees at 
lower levels coming down to the Works Committees.

V

REPORT OF THE STUDY GROUP ON WORKER 
PARTICIPATION IN MANAGEMENT

(1) As the employers were willing to introduce 
schemes of worker participation in selected industrial 
units on a voluntary basis it was not considered neces­
sary to undertake any legislation for the purpose for 
a period of two years. If, however, this experiment 
did not succeed Government might take steps to bring 
in legislation.

(2) A small sub-committee of 4 persons each 
from the employers’ group and the workers’ group 
and the Government should be set up within a fort­
night for considering the details regarding the scheme 
of worker participation in management. The sub­
committee would also select the undertakings in 
which the scheme was to be introduced in the first 
instance. The following recommendations set out in 
the Report were accepted :

(i) The main functions of the councils may in­
clude provision of means of communication, improve­
ment of working and living conditions, improvement 
in productivity, encouragement of suggestions and 
assistance in the administration of laws and agree­
ments. It may be desirable to consult the councils 
regarding matters like alterations in standing orders, 
retrenchment, rationalisation, closure, reduction in or
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cessation of operations, introduction of new methods, 
procedures for engagement and punishment. They 
may also have the right to receive information about 
the general economic situation of the concern, the 
state of the market, production and sales programmes, 
organisation and general running of the undertaking, 
circumstances affecting the economic position of the 
undertaking, method.s of manufacture and work and 
the annual balance sheet and profit and loss statement 
and connected documents and explanations, and such 
other matter.s as may be agreed to by employers and 
employees.

(ii) It would be preferable to exclude wage and 
bonus and individual grievances from the purview of 
the joint bodies but otherwise the list of functions 
should be left flexible enough to be settled by joint 
consultation between the management and the repre­
sentative trade union.

(iii) To reduce the danger of apathy, councils of 
management may be entrusted with some administra­
tive responsibility, such as administration of welfare 
measures, supervision of safety measures, operation 
of vocational training and apprenticeship schemes, 
preparation of schedule.s of working hours and breaks 
and of holidays and payment of rewards for valuable 
suggestions.

(iv) There should be a strong self-confident trade 
union, closely connected with the machinery of parti­
cipation and with a reasonably clear separation of 
functions. It would be advisable to devise some me­
thods for closely associating the trade unions in the 
selection of workers’ representatives.

(v) It is necessary to enlist the willing co-opera­
tion of management at the middle and lower levels 
such as junior managers, supervisors and foremen.

(vi) Joint consultation should be ‘inbuilt’ and for 
this purpose Government should provide an advisory
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U. K. Ministry of Labour.

(vii) While Government should accept leadership 
for organising a sustained educational campaign for 
creating the necessary atmosphere, it should not be 
made a departmental affair but effort should be made 
to build up a tripartite machinery of direction by uti­
lising employers’ organisations, trade unions, non­
official bodies etc.........

Vi

REPORT ON WORKERS’ EDUCATION

The Conference endorsed the recommendations 
regarding Workers’ Education contained in the Re- 
ixjrt with some modifications. These are as follows:

Recommendation No. 1: A Central Board, having 
semi-autonomous authority, should be established 
comprising of representatives from trade unions, em­
ployers, Government (including Ministries of Labour 
and Education) and educational institutions.

Its primary functions should be to:
A. Lay down policy;
B. Administer the programmes, allocate funds, 

inspect, co-ordinate and audit accounts, etc.
C. Arrange for the provision of educational mate­

rials;
D. Establish standards for teachers and pro­

grammes;
E. Encourage the establishment of active educa­

tional departments within the national unions and 
federations; and

F. Otherwise stimulate and promote the develop­
ment of workers’ education.

Recommendation No. 2: At the instance of the
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Central Board or when a local demand is made, State 
and/or Regional Boards on the pattern of the Cen­
tral Board should be set up as soon as practicable.

Within their respective areas, the functions of 
these Boards should be similar to those of the Cen­
tral Board.

Recommendation No. 3; Local Workers’ Educa­
tion Board should be created in industrial centres by 
existing Boards.

The Local Boards should encourage local work­
ers’ education activities and administer approved pro­
grammes.

Recommendation No. 4: Any industrial worker, 
whether literate or illiterate, trade union member or 
not, and full time officials and staff should be eligible 
for the services provided by the Boards.

Selection of candidates for the Workers’ Educa­
tion Programme should be made by the Local Boards.

Recommendation No. 5: Where trade unions 
exist, applications for workers’ education may be chan­
nelled through such trade unions. In the absence of 
trade unions, workers may apply direct to their 
respective Boards. •

Recommendation No. 6 : A series of programme.^ 
should be oganised in existing educational institu­
tions, at local union level, community centres, places 
of employment, or at labour colleges and schools that 
may be established to provide instruction in:

A. Trade union consciousness;
B. The purposes, functions and administration of 

trade unions;
C. The conduct of union-management relations 

and knowledge of the industry; and
D. The development of a mature individual and 

his role as a citizen.
Recommendation No. 7 ; Instruction should be 

provided for the programmes as follows:



A. Single-session conference;
B. Part-time classes;
C. Full-time courses from one week to three 

months or of a longer duration when required; and
D. Such other methods as may be found desir­

able.
Full attention should be paid to the techniques of 

instruction, such as, informal discussions, role-play­
ing, field work, seminars, lectures, films, correspon­
dence courses, etc.

Recommendation No. 8: Provision should be 
made for training teachers and programm.e adminis­
trators for full and part-time assignments. While ex­
isting facilities should be used to their maximum, an 
initial project of teacher-administrator instruction 
should be inaugurated forthwith.

Recommendation No. !): Suitable materials in 
the necessary languages should be prepared consist­
ing of;

A. Pamphlets, books and charts;
B. Teaching manuals and guides;
C. Audio-visual aids.
Recommendation No. 10: Institutions and indivi­

duals interested in workers’ education should be en­
couraged to form a non-official Workers’ Education 
Association acting in co-operation with the adult edu­
cation movement.

Recommendation No. 11; The Workers’ Educa­
tion Programme should be financed by:

A. Central and State Government grants;
B. Contribution from trade unions;
C. Assistance in kind from educational institu­

tions e.g., class rooms, libraries, teaching, etc.;
D. Support of employers through payment of re­

lease time wages for the duration of the training 
period; and
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E. Grants from funds consisting of unpaid wa­
ges, fines, canteen profits etc.;
In allocating the resources, due regard should be paid 
to the importance of initiating the programmes and 
providing services and material in preference to spon­
soring any ambitious programme involving capital 
expenditure on buildings.

Recommendation No. 12: Consideration should 
be given to those matters which might provide a 
more favourable climate to accomplish the goals of 
•workers’ education by:

A. Instituting measures calculated to bring about 
a strong trade union movement;

B. Providing courses in labour-management rela­
tions in educational institutions;

C. Meeting the great need for the Government to 
set the example, as an ideal employer to the worker 
and/or trade unions engaged in the public sector;

D. Encouraging a wage policy that provides for 
wage and/or incentive bonus adjustments as produc­
tivity rises; and

E. Undertaking a study of legislation at the Cen­
tral and State Government levels with the objective of 
strengthening and coordinating all legislation affect­
ing the trade union movement.

"7

VII

TRAINING WITHIN INDUSTRY

(i) T. AV. I. should be intensified by having defi­
nite programmes drawn up for:

(a) groups of typical industries, and
(b) groups of industries on a regional or State 

basis dealing, in order of priority, with areas where 
the larger industries are located.
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industries in the nationalised sector, including poten­
tial supervisors required for the new industries to be 
developed during the Second Five Year Plan.

(hi) The scheme should be implemented in con- 
sulta:tion with the workers’ unions.

(iv) Persons trained under the scheme should, 
as far as possible, be retained on the job for which 
they had received training, so that their training 
might be of greater utility.

VIII

GENERAL

Meetings of the Indian Labour Conference should 
be convened at least once every year. The Standing 
Tuabour Committee should meet oftener, if necessary.

THE 15TH INDIAN LABOUR

CONFERENCE

A Review by

T. C. N. Menon, M.P.

The Fifteenth Session of the Indian Labour Con­
ference met in Delhi on July 11 and 12 in the midst 
of a countrywide demand for wage-increases to meet 
the rapid and high rise in the cost of living in recent 
months.

The seriousness of the situation was highlighted 
by the movement among the Central Government em­
ployees for higher pay and the decision of the Post 
and Telegraph workers to go on strike from August 8, 
if no settlement was arrived at.
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Even as the Conference was meeting, telephone 
messages were being flashed from Bombay and Cal­
cutta dock and port workers on the progress of nego­
tiations in Bombay where a dock strike was already 
on.

Questions were asked and hopes were raised that 
if the Finance Minister could settle the insurance em­
ployees’ dispute with a quick and sympathetic deci­
sion, why could not the other disputes also be set­
tled?

With such a background, when the Labour Minis­
ter’s inaugural speech said;

“As regards wage policy, I am not proposing a 
wage freeze and I am sure also that this Conference 
will not give countenance to any demand for a gene­
ral rise in wages, irrespective of its feasibility in par­
ticular conditions”—there was an atmosphere of cer­
tain tension on the workers’ side.

Further his direct reference to the Port and Dock 
and the P & T workers brought the most crucial ques- 
tions on the agenda with added emphasis.

The formal agenda contained the folowing seven 
items for consideration ;

(1) Report of the Study Group on workers’ parti­
cipation in management;
Report on workers’ education;
Training Within Industry (TWI).
A model agreement to guide employers in 
regard to rationalisation;
Steps necessary to popularise subsidised In­
dustrial Housing Scheme among employees 
and cooperatives;
Wage policy during the Second Five-Year 
Plan; and
Industrial Discipline.

(5)

• (6)

(7)
But it was apparent from the beginning that what 

would dominate the Conference would be the ques-



tion of wage policy, rationalisation, housing and dis­
cipline.

When the general discussion opened, accord ing* 
to tradition, it was soon clear that the workers' side 
represented by the INTUC, AITUC, HMS, UTUC, etc., 
had more or less common ground.

Sri Vasavacla of the INTUC opened the discussion on 
the icorkers’ side. He asked for wage revisions and. in the 
matter of rationalisation, he demanded three preconditions 
being satisfied before accepting rationalisation. They were 
“No retrenchment, equitable sharing of gains between wor­
kers and employers and proper assessment of workload ”

Comrade Dange speaking on behalf of the AITUC 
said : “It is good to find in the Labour Minister’s 
speech that the Government does not support a policy 
of wage freeze, which was its policy under the First 
Plan. At the same time, it is regrettable to find that 
it does not want a wage rise also. A position of nei­
ther rise nor freeze leaves you only in the position of 
cut, which is worse than freeze ! Is it not so?”

At this, Sri Nanda objected to this interpretation 
and declared that he would support vzage-increase 
where a case for it was made out though he may ob­
ject to a general rise as such.

Comrade Dange pointed out that in view of the 
rising prices and food shortage, the high profits made 
by industry and the rising productivity given by the 
workers, they were entitled to a rise in wages. How 
much it should be in what industry and how it should 
lie given can be argued. But the justness of the de­
mand could not be challenged.

They already had a settlement in coalmining. 
The docks were bargaining even today. Textiles have 
got a Wage Board from the Government. Tn planta­
tions, there was a report and some agreem.ent also.

What is left then? The Railways, the P & T and
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the 'Government employees can be and should be 
satisfied

' Referring to the workers losing sympathy by 
strikes as stated by the Labour Minister, Comrade 
Dange asked: “If workers are discontented and com­
pelled to strike, if peasants are dissatisfied and the 
middle-classes restless, what remains of the nation, 
which will not sympathise with them except the oppo­
site side (the employers)?”

In the agenda, the Government had introduced a 
model agreement on rationalisation. The whole of 
the workers’ delegation including the representatives 
of the INTUC was strongly opposed to this model 
agreement.

Speaking on this subject. Comrade Dange expressed 
his total opposition to rationalisation unless certain precon­
ditions were satisfied. He agreed, with the three precondi­
tions mentioned by Sri Vasavada, but proposed a fourth 
one on behalf of the AITUC.

He said that before any establishment or industry 
initiated schemes of rationalisation, it must be asked 
to produce a declaration from the Government that 
the rationalisation was necessary in national interest, 
was necessary in order to save that establishment or 
industry from being extinguished by losses and that 
the rationalisation proposed was a change in tech­
nique.

He pointed out that raionalisation in Kanpur 
which led to the famous general strike there and the 
-rationalisation that is being carried out today in the 
jute industry had not satisfied this precondition.

On the question of indiscipline, he submitted that 
indiscipline had two aspects. The employers’ idea of 
discipline was to reduce the worker to semi-serf con­
ditions. He was opposed to that sort of capitalist dis­
cipline, but he accepted Socialist discipline which re­
cognised workers’ dignity and self-respect, his rights



of organisation and his place in the national economy.
After the close of the general discussion in which 

Sri Mitra of the HMS and Sri Dubey of the UTUC par­
ticipated, the Conference broke into various commit­
tees to discuss the subjects on the agenda.

In the committee proceedings, the bald model 
agreement was scrapped due to opposition from the 
workers’ side. And what emerged was an agreement 
on the preconditions of rationalisation. There was 
vehement opposition to the precondition mentioned 
by Comrade Dange and to the scrapping of the model 
agreement. Ultimately the Ijabour Minister broughi 
about an agreement in the Conference by proposing 
that there should be a memorandum on rationalisa­
tion accepted by the Conference instead of the model 
agreement and that the precondition of a declaration 
of necessity should be embodied in the preamble to 
the memorandum.

The momerandum as now accepted is no doubt a 
step forward from the previous position taken on this ques­
tion both by the various Governments in the States and the 
employers. Formerly, no such preconditions at all existed 
except in certain individual agreements in some places. 
That a well-defined policy has now been accepted is a 
gain for the working class. Of course, this gam has got to 
he carefully watched so that it is not lost in practice when 
the employers try to introduce schemes of rationalisation.

Another notable point in this memorandum is 
that these preconditions are to apply even in cases 
where the schemes of rationalisation are not yet com­
pleted but are in the process of introduction. It spe­
cifically applies to such industries as the jute industry 
in Bengal. Here, of course, the jute industry is ex­
pected to give tough opposition, very much more so 
when it has the support of the West Bengal Govern­
ment to its policies. But with this new arrangement 
as a weapon, workers’ unions can certainly put up a
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legitimate struggle in the jute industry against the 
employers.

The problem of wages involved very many diffi­
culties and the workers’ side had a tough time to get 
the consent of the employers to any scheme for in­
crease of wages. Ultimately, the workers' side made 
some progress when they persuaded the employers to 
accept the fixing of minimum wages throughout In­
dia in terms of the report of the Minimum Wages 
Commitee which has so far not been given effect to 
in spite of minimum wages agreements in various 
industries. There also agreement wa.s reached that 
where industrial conditions permitted, fair wages and 
living wages should be introduced in terms of the 
report which was made some years ago.

The third point that emerged during the discus­
sions on wages was the proposal to establish Wage 
Boards in several industries as soon as possible in 
order to translate in concrete terms, the decision on 
minimum and fair wages. If this were done, there 
was no doubt that most of the industries and the ma­
jor part of the working class would secure a general 
wage rise though through various AVage Boards and 
on different levels and scales.

At one stage it appeared that ;there would be 
unanimous agreement on the industries which should 
be given Wage Boards immediately. These industries 
were jute, cement, sugar and in the State sector, Post 
& Telegraphs, Railways, Port & Docks and civilian 
employees of the defence establishments. But when 
the possibility of an agreement on this got known 
around, it appears certain reactionary forces worked 
and next day in the Conference, the proposal of Wage 
Boards was hotly opposed by the employers. Ulti­
mately, the Wage Boards were brought on the Memo­
randa on Wages in the form of a proposal submitted 
by the workers side.
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The proposal was not opposed by the Government 
and it was left to the discretion of the Government to 
appoint the Wage Boards in due respect to the 
strength of feeling on this question from the workers' 
side. It was felt among the workers’ delegates that 
if such Boards came into existence, much of the un- 
rest at present prevailing on the question of wages 
could be allayed, when the trade unions would be 
assured that their questions would be immediately 
taken up by these Boards for settlement.

However, as later pronouncements by employers and 
Government spokesmen which have appeared in the Press 
show, there is considerable indecision in the Governmental 
ranks on this question and it is clear that unless the trade 
unions mobilised their forces, the Wage Boards would not 
he easily obtainable and the question of wages would re­
main in suspension, creating further deterioration in the 
standard of living of the working class due to the rising 
prices.

The Conference also discussed the question of dis­
cipline in the industry and, for the first time, it was 
unanimously agreed between the workers, the emplo­
yers and the Government that a code of conduct 
should be laid down for workers as well as employers.

During discussions, the AITUC delegates pointed 
out that the major cause of indiscipline could be at­
tributed to the conduct of the employers in refusing 
to negotiate on equal terms, delay in implementing 
awards, passed after protracted strikes and court pro­
ceedings and the employers’ frequent resort to High 
Courts and Supreme Courts to interfere with awards. 
All this had resulted in creating frustration in the 
working class, which could result in various forms of 
indiscipline.

But the decisions of the Conference in agreeing 
to a code of conduct for the employers and workers 
alike, have taken us a long way on the road to better
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industrial relations and maintaining and increasing 
production.

It is noticeable that the employers and the Govem-r 
ment are emphasising the decision to give up ‘go slow' 
tactics. In this connection, it was made clear by the 
AITUC delegates that assumption of certain obligations in 
the matter of discipline by the workers’ side also entailed 
an assumption of complementary obligations on the side 
of the employers. The implications of agreement on this 
tvould have to be worked as a two-way traffic.

‘Go slow’, for example, would not be resorted to if the 
employers observed their side of the bargain. Similarly, 
adhering to usual norms of work and refusal to do over­
time in cases where the workers were unable to do so, in 
case the workers did not want it or felt it injurious to their 
health, etc., should not be regarded as an attempt at ‘go 
slow.’

The Conference also discussed and decided on 
two reports on workers’ participation in management 
and workers’ education and Training Within Indus­
try. It was agreed to constitute a sub-committee to 
select a set of industries throughout India including 
the public sector, in which the recommendations of 
the study group on workers’ participation in manage­
ment is to be implemented. It was also decided to 
have central and regional committees to carry out the. 
recommendations of the Committee on Workers’ 
Education.

In the concluding session, Comrade Dange creat­
ed an uncomfortable situation for the Government 
when he took serious objection to the Government’.s 
action in inviting Labour Attaches of the U. S. and 
U. K. Embassies for participating in the Seminar on 
workers’ education.

He asked : “It had been agreed at the Nainital 
Conference where this subject was first broached that 
the practice of inviting the attaches of these two coup-
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ernments teach us in the matter of workers’ education 
when everybody knows that their vehement efforts for 
educating the workers in capitalist ideology and in 
silencing them and their struggles had failed even in 
their own countries. When they cannot manage their 
own crisis, what can they teach us?”

It was quite heartening to note that throughoiit 
the Conference, the workers’ representatives includ­
ing those of the INTUC took up agreed positions on 
almost all important issues and the AITUC earnestly 
hopes that they will continue to take the same stand 
in getting the decisions of the Conference implement­
ed. It was also felt during the discussions that the 
Union Labour Minister, Sri Nanda, played a very 
helpful role throughout, despite the reactionary and 
anti-working class viewpoints held by some of the 
Union Ministers in the matter of satisfying workers’ 
demands.

In the concluding session, Comrade Dange v/hile 
summing up the work of the session pointed out that 
the most important decisions of the Conference would 
cease to be so if they were not properly implemented 
and that too immediately. It was therefore all the 
more necessary that just as they had presented a more 
or less united front in the Conference on the import­
ant questions of wages, rationalisation, discipline, 
housing, they should be able to carry this method 
forward outside in the factories also in order to make 
the struggle for better living and working conditions 
a success.

The Conference was presided over by Sri Gulza- 
rilal Nanda, the Union Labour Minister and attended 
by the Union Ministers for Railways (Sri Jagjiwan 
Ram), Transport and Communications (Sri Lal Baha­
dur Shastri), Commerce and Industry (Sri Morarji 
Desai), Works and Housing (Sri K. C. Reddy) and 
A 7
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Steel, Mines and Fuel (Sardar Swaran Singh), re­
presenting the Union Government and delegations re­
presenting the four central trade union organisations, 
the AITUC, the INTUC, the HMS and the UTUC.

All the State Governments were represented, 
some of them by their Labour Ministers.

The employers were represented by their all-In- 
dia organisations, namely, the All-India Manufac­
turers’ Association, the Employers’ Federation of In­
dia and the All-India Organisation of Industrial 
Employers.

The AITU C was represented at the Conference 
by Comrades S. A. Dange, M.P., and Indrajit Gupta as 
delegates, and Comrades T. C. N. Menon, M.P. and 
K. T. K. Thangamani, M.P. as advisers.

The INTUC was represented by Shri S. R. Vasa- 
vada, Shri S. P. Dave, Shri G. Ramanujam and Dr. 
(Mrs.) Maitreyee Bose as delegates and Shri N. K. 
Bhatt, Shri Ram Singh Verma, Shri Kashinath Pande 
and Dr. Seeta Parmanand, M.P. as advisers.

Shri J. N. Mitra and Shri Bagaram Tulpule re­
presented the HMS as delegates with Shri R. C. Pra- 
dhan acting as adviser.

Shri Biswan ath Dubey was the delegate of the 
UTUC.



STANDING LABOUR COMMITTEE

(16th Session, New Delhi, 17th-18th October, 1957) 

Summary of Proceedings
(As circulated by Ministry of Labour)

The following items were discussed :—
(i) Profit-sharing bonus above a certain limit to 

be credited to the provident fund account of a wor­
ker or invested in National Savings Certificate (Item 
2 on the Agenda).

(ii) Report of the Committee set up to consider 
uinform standard of national and festival paid holi­
days and quantum of working days in a year in pri­
vate industrial undertakings (Item 5 on the Agenda).

(iii) Representation of all-India workers’ organi­
sations on various tripartite committees (Industrial 
Committees, Development Councils, etc.) (Item 8 on 
the Agenda).

(iv) Discipline in Industry (Item 6 on the Agen­
da).

3. The following conclusions were arrived at;—
(i) (a) The Committee recommended that of the 

annual bonus accruing to workers, an amount equal 
to one month’s gross wages (gross wages being con­
sidered to be equal to basic wage plus dearness allow­
ance for this purpose) or Rs. 75/- whichever was high­
er, should be paid in cash. Of the balance, 50% subject, 
to a minimum of Rs. 5/- should be credited to the wor­
kers’ provident fund account. This will not be ap­
plicable to workers getting less than 75/- per men­
sem.

(b) The Committee took note of the current agree­
ments on bonus and felt that even in such cases, ways 
should be found out to see how those Agreements
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could be modified to bring them in line with this re­
commendation.

(c) This arrangement should not prejudice the 
claims preferred by the workers for revision of wages, 
dearness allowance etc., before wage fixing authori­
ties — Conciliation Officers, Wage Boards, Industrial 
Tribunals and the like.

(ii) The Committee noted that some of the State 
Governments were introducing legislation for fixing 
the quantum of national and festival paid holiday,s 
and took the view that the experience of these States 
in this regard should be watched before any definite 
steps by the Centre were taken.

(iii) A point was mads that the principles men­
tioned in the official memorandum had not been ob- 
,served in practice. It was agreed that the Alinistiy 
would discuss with the labour organisations concern­
ed the cases in which it was alleged that representa­
tion had not been given according to these principles. 
The Committee did not recommend any further action.

(iv) The Committee considered in detail the Code 
for Discipline in Industry drawn up by the Sub-Com­
mittee on Worker Participation in Management and 
Discipline in Industry and adopted the Code with cer­
tain modifications. The Code as finally adopted by the 
Committee is given in Appendix I.

It was also agreed that breaches of the Code 
should not be given publicity by either party till the 
agency constituted for the purpose had gone into the 
matter.

The representatives of the employers’ and work­
ers’ organisations agreed to get the Code ratified by 
their respective organisations before the end of De­
cember, 1957.

In regard to the action to be taken by the organi­
sations against their constituents who committed



breaches of the Code, the Committee recommended the 
following steps;

(1) To ask the unit to explain the infringement 
of the Code;

(2) To give notice to the unit to set right the in­
fringement within a specified period;

(3) To warn and in cases of a more serious na­
ture to censure the unit concerned for its actions con­
stituting infringement;

(4) To impose on the unit any other penalties 
open to the organisation;

(5) To disaffiliate the unit from its membership 
in case of persistent or flagrant violation of the Code,

The Committee was of the view that flagrant or 
persistent breaches of the Code by any party should 
be given publicity in order that the guilty party may 
be held up to pubic censure.

It was also of the view that employers’ and wor­
kers’ organisations will give no countenance in any 
manner to non-members who do not observe the Code.

It was made clear that the Code was equally ap­
plicable to units in the private and the public sectors.

The Committee also considered and adopted the 
note on machinery for implementing the provisions 
of the Code and evaluating the implementation of 
Agreements, Settlements, Awards, Decisions and 
Orders.

The Committee was of the view that the tendency 
to have recourse to law courts on unsubstantial gro­
unds should be discouraged and that the organisations 
themselves should devise some sort of machinery to 
screen cases in which recourse to courts was contem­
plated by their members.

It also recommended that parties to an award, ag­
reement, settlement etc., should report to the Evalu­
ation Machinery within a period of 3 months from the 
date of enforcement, whether in their view the imple-



mentation of the award, agreement, settlement etc. 
has been proper and effective. Before approacning 
the Evaluation Machinery for redress, they should get 
together and reconcile the points of difference bet­
ween them about the manner of implementation of 
awards etc.

The Committee also felt that tripartite Evalua­
tion Committees on the same basis as suggested in the 
Office Note might be set up at the Industry level also, 
wherever feasible.

Other decisions reached were;
(i) That a satisfactory Grievance Procedure 

should be worked out by Government and placed be­
fore the Sub-Committee on Worker Participation in 
Management & Discipline in Industry (vide Clause II 
(viii) of the Code for Discipline in Industry).

(ii) That the same Sub-Committee should also 
consider and lay down a list of recognised activities of 
trade unions as referred to in Clause III (ii) (b) of the 
Code for Discipline in Industry;

(hi) that the different workers’ organisations 
should meet to discuss and settle matters affecting 
inter-union relations; and

(iv) that the Central and State Governments 
shall maintain Panels of Names of employers’ 
workers’ representatives, who will be available 
constituting Teams to investigate breaches of 
Code for Discipline and evaluate the progress of 
piementation of awards etc.

and 
for 
the 
im-

CODE FOR DISCIPLINE IN INDUSTRY

I. To Maintain Discipline in Industry

I. To maintain discipline in Industry—
there has to be (i) a just recognition by employ­

ers and workers of the rights and responsibilities of 
either party, as defined by the laws and agreements
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(including bi-partite & tri-partite agreements arrived 
at all levels from time to time, and (ii) a proper and 
willing discharge by either party of its obligations 
consequent on such recognition.

Explanation: The Sub-Committee of the Indian 
Labour Conference on Worker Participation in Mana­
gement and Discipline in Industry will settle the pro­
cedure for resolving difficulties which may arise in de­
ciding or identifying the ‘party’ on which the obliga­
tions of this Code will fall.

The Central and State Governments, on their 
part, will arrange to examine and set right any .short­
comings in the machinery they constitute for the ad­
ministration of labour laws.

II. To ensure better Discipline in Industry.—
Management and Union(s) agree—
(i) that no unilateral action should be taken in 

connection with any industrial matter and that dispu­
tes should be settled at appropriate level.

(ii) that the existing machinery for settlement of 
disputes should be utilised with the utmost expedi­
ency;

(hi) that there should be no strike or lockout 
without notice;

(iv) that affirming their faith in democratic prin­
ciples, they bind themselves to settle all future differ­
ences, disputes, and grievances by mutual negotia­
tion, conciliation and voluntary arbitration;

(v) that neither party will have recourse to (a) 
coercion, (b) intimidation, (c) victimisation or (d) go- 
slow;

(vi) that they will avoid (a) litigation (b) sit- 
down and stay-in strikes and (c) lock-outs;

(vii) that they will promote constructive coope­
ration between their representatives at all levels and 
as between workers themselves and abide by the spi­
rit of agreements mutually entered into;
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(viii) that they will establish, upon a mutual ag- 
■feed basis, a grievance procedure which will ensure a 
speedy and full investigation leading to settlement;

(ix) that they will abide by various stages in the 
grievance procedure and take no arbitrary action 
which would bypass this procedure; and

(x) that they will educate the management per­
sonnel and workers regarding their obligations to 
each other.

in. Management agree,—
(i) not to increase work-loads unless agreed upon 

or settled otherwise;
, (ii) not to suport or encourage any unfair labour 

practice such as (a) interference with the right of em­
ployees to enroll or continue as union members, (b) 
discrimination, restraint or coercion against any em­
ployee because of recognised activity of trade unions 
and (c) victimisation of any employee and abuse of 
authority in any form;

(hi) to take prompt action for (a) settlement of 
grievances and (b) implementation of settlements, 
awards, decisions and orders;

(iv) to display in conspicuous places in the un­
dertaking the provisions of this Code in the local lan­
guage (s);

(v) to distinguish between actions justifying im­
mediate discharge and those where discharge must be 
preceded by a warning, reprimand, suspension or 
some other form of disciplinary action and to arrange 
that all such disciplinary action should be subject to 
an appeal through normal grievance procedure, and

(vi) to take appropriate disciplinary action 
against its officers and members in cases where enqui­
ries reveal that they were responsible for precipitate 
action by workers leading to indiscipline.

IV. Union (s) agree—
(i) not to engage in any form of physical duress;

c



(ii) not to permit demonstrations which are not 
peaceful and not to permit rowdyism in demonstra­
tions;

(iii) that their members will not engage or cause 
Other employees to engage in any union activity du­
ring working hours, unless as provided for by law, 
agreement or practice;

(iv) to discourage unfair labour practices suih as 
(a) negligence of duty, (b) careless operation, (c) da­
mage to property, (d) interference with or disturbance 
to normal work and (c) insubordination;

. (v) to take prompt action to implement awards; 
agreements, settlements, and decisions;

(vi) to display in conspicuous places in the union 
offices, the provision’s of this Code in the local langu­
ages); and

(vii) to express disapproval and to take appro­
priate action against office-bearers and members for- 
indulging in action against the spirit of this Code,

MACHINERY FOR EVALUATING THE IMPLE­
MENTATION OF AGREEMENTS, SETTLEMENTS 

AND AWARDS

It is agreed that arrangement should be made for 
evaluating the implementation of agreements, settle­
ments and awards. The machinery for this purpose 
should be at three levels and should be tripartite in 
character. The composition of the machinery at dif­
ferent levels should be as follows ;—

(i) At the Centre, there will be one representative 
each of the employers’ and workers’ organisations to 
be nominated by the organisations concerned. The 
Union Labour Ministry should arrange to convene 
these meetings and to provide a secretariat for the 
purpose.

(ii) At the State headquarters, a similar organi-
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satioii will oe set up with the State Labour Depart­
ment in charge of convening the meetings and provid­
ing the secretariat.

(iii) At the local leA^el (the intention being that 
in important industrial centres which are not State 
Headquarters) there will be similar committees. The 
representation on these committees will be to impor­
tant employers’ and workers’ organisations in the 
area. The local offices of the Labour Department of 
the State should provide the secretariat and, if pos­
sible, cooperation of some prominent person in the 
region secured to act as a convenor.

The committees should necessarily be small and 
business like.

2. There will be a two-way exchange of experi­
ence between the committees at the lowest level and 
the National Committee. Any points of importance 
arising at any level should be given wide circulation.

.3. The immediate task of these committees will 
be to examine the extent of implementation of agree­
ments, settlements and awards on both sides (employ­
ers and workers), and to advise the parties which are 
anxious to implement the award but who are unable 
to do so as to how the difficulties in implementation 
could be overcome.

4. The Ministry of Labour will appoint a Liaison 
Officer of sufficient seniority and with a fair under­
standing of labour problems. The responsibility of 
this officer will be to go around the State headquarter.s 
to see how the above arrangements work. The States 
will similarly designate one of their officers to go to 
the regional committees within their administrative 
jurisdiction for a similar purpose.



PARTICIPATION IN MANAGEMENT, CODE FOR 
DISCIPLINE: AITUC’S OBJECTIONS

[S. A. Darige, General Secretary of the AITUC, has 
sent the following letter to the Government of India taking 
objection to the summary of the proceedings of the meet­
ing of the Sub-Committee on Workers’ Participation in 
Management and Discipline in Industry held in August.

The objections raised relate to the Draft Code on Dis­
cipline and the “sociological inquiry” into cases of appre­
hended danger to discipline.}

* *
September 16, 1957 

The Secretary to the Government of India, 
Ministry of Labour & Employment, 
New Delhi.
Dear Sir,

I have received a summary record of the meeting 
of the Sub-Committee on Workers’ Participation in 
Management and Discipline in Industry held on 27th 
August 1957 in New Delhi. Our representative on the 
Sub-Committee, Shri T. C. N. Menon, M.P., has also 
sent us his report on the Sub-Committee’s proceed­
ings.

The first point I wish to draw your attention to 
is the question of the Code that is being circulated to 
the various organisations as conclusions of the Sub­
committee.

From the Draft I find that many of the items in­
cluded on workers’ obligations in the matter of dis­
cipline go beyond the scope of the basic agreement 
arrived at in the Tripartite Labour Conference. When 
the agreement on principles was arrived at, there was 
no question of elaborating a sort of comprehensive
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code on the subject. It was understood that the vari­
ous organisations would try to implement the agree­
ment in the spirit in which it was arrived at.

The tentative draft which was published for this 
Sub-Committee and which appeared in the nevzspa- 
pers was a draft which completely negated the very 
fundamentals of the agreement arrived at in the Tri­
partite Conference. The draft, for example, nullified 
totally the right of strike and various other rights 
which not only belong to the working class as such 
but are generally democratic rights such as in the 
matter of demonstrations, etc.

In the present draft submitted to us, the araft 
that was published in the press and laid before the 
Committee for its deliberations has been modified to 
some extent but it is still open to the charge that it 
goes beyond the scope of the basic agreement on prin­
ciples and therefore cannot be acceptable to the trade 
union movement.

In the Draft Code that is sent to us, we find the 
novel provision introduced in Section 4, sub-clause 7, 
to give only one instance. This clause enjoins upon 
Labour Unions “to express their disapproval to any 
non-employee office-bearer of the trade unions for in­
dulging in action against the spirit of this Code.” 
While we certainly accept the duty to uphold the spi­
rit of the code, we do not approve of such procedures 
as are suggested which consciously or unconsciously 
are intended to lead to a cleavage between the emp­
loyee office bearers and non-employee office bearers. 
In fact, you will excuse us if we say that this is a very 
mischievous provision and should not have been pro­
posed from any side.

I would not like to elaborate all our views on the 
Draft in this letter but I may do so at a later stage. I 
have, however, to mention it to you that I am sending 
the gist of this letter to our trade unions as the draft



says that you are going to take steps to widely 
publicise this Code and you want supporting resolu­
tions from the workers’ organisations. Since I cannot 
agree to the Code as has been drafted by the Sub­
committee I am unable to ask our organisations to 
pass resolutions as desired by your Sub-Committee.

The second point to which I want to draw your 
attention is that of the “sociological inquiry” into ca­
ses where long-standing danger to discipline is appre­
hended.

I would like to state that I cannot agree to a one­
sided inquiry into such cases. By ‘one-sided’, I m.ean 
that it cannot be limited to the conduct of workers 
alone. There are number of cases of what you may 
call ‘pockets’ where employers habitually engage in 
violating all laws and causing provocation to work­
ers. Such pockets of employers’ indiscipline and anti­
social behaviour must also be brought within the 
scope of inquiry. If that is agreed to, then we have no 
objection to an inquiry being conducted in working* 
class areas also. But I do not accept the implication 
that there are some such things as perpetual pockets 
of indiscipline from the workers’ side needing a socio­
logical inquiry.

As the matter is going to be discussed at the 
Standing Committee, I need not write more on this 
subject at this stage.

Yours faithfully, 
S. A. Dange, 

General Secretary.



SEMINAR ON PRODUCTIVITY

The Union Ministry of Commerce & Industry or­
ganised a Seminar on Productivity at New Delhi on 
November 1st and 2nd, 1957.

Shri Manubhai Shah, Minister for Industry, 
opened the Seminar with an introductory speech.

After the speech of the Minister and the ensuing 
general discussions, the Seminar broke up into two 
Groups. One Group discussed the constitution of the 
NPC (National Productivity Council) and LPCs (Lo­
cal Productivity Councils) while the second Group 
discussed the programmes and finances of these pro­
ductivity organisations. The two Groups also dis­
cussed the draft principles on which the productivity 
movement should be based in India. The recom­
mendations of the two Groups were considered in the 
plenary session of the Seminar on the 2nd November. 
The following is a part of the conclusions of the Semi­
nar as circulated by the Commerce & Industry Mi­
nistry.

Scope of the Movement

The productivity movement should cover all fields 
of economic activity, public services and administra­
tion. It is recognised that progress in various fields 
is interdependant and the present economic difficul­
ties call for urgent launching of a productivity drive 
on all fronts. However, the NPC should initially 
apply itself only to the field of industry, including 
communications and transport (including Railways). 
Large, medium, small-scale and cottage industries, in 
the public as well as the private sectors, should be 
included in the field to be tackled immediately.
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Principles of Productivity Movement in India

For increasing the national wealth and per capita 
income and for improving the standard of living, peo­
ple must first be made aware of the significance of 
higher productivity as the means of achieving these 
objectives. It is, therefore, necessary to create among 
labour, management and the general public attitudes 
receptive to the idea of productivity, thus ensuring a 
favourable climate of opinion which would facilitate 
the introduction and application of modern techniques 
■—social and technical—for increasing productivity. 
In a campaign for productivity full cooperation of the 
employers, labour, Government and all other interests 
is indispensible. For ensuring this co-operation, it is 
considered necessary to enunciate the following prin­
ciples upon which the productivity campaign should 
be based :

(i) In the productivity drive the objective 
should be to increase production and improve quality 
by improved techniques which aim at efficient and 
proper utilisation of the available resources of men, 
machines, materials, power and capital, raise the 
standard of living of the people, and improve the 
working conditions and welfare of the labour, taking 
into account the social implications of these changes. 
The movement does not seek the intensification of 
labour’s burden through increasing work loads and 
speed up.

(ii) Increased productivity in a growing econo­
my will ultimately help in increasing employment by 
stimulating development of industry. The Govern­
ment, employers and the labour should take specific 
measures to obviate the possibility of any unemploy ­
ment.

(iii) Benefits of productivity increase should bt 
equitably distributed among capital, labour and con-
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sumers; and these should lead to reduction in prices, 
improvement in the standard of living, and to the 
renewal and expansion of plant, machinery and equip­
ment.

(iv) Productivity drive should be launched in 
all the spheres of nation’s economy. It is of import­
ance to achieve integrated improvement in produc­
tivity in all activities of the nation, particularly agri­
culture, industry including transport and communi­
cations, and administration. In the field of industries 
it should cover the large-scale industries as well as 
the light, small scale and medium size industries in 
the public and the private sectors.

(v) Increase of productivity cannot be achieved 
without the fullest cooperation between management 
and labour. In order to carry through the producti­
vity programme effectively, it is necessary to create 
a climate for increased productivity through encour­
agement of joint consultations, participation of labour 
in management, and agreements and the promotion of 
mutual understanding between management and lab­
our, in each industry and in each individual 
enterprise.
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