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· . 
INTRODUCTION TO THE SERIES 

T~ Theory "Of. Econorliios does not furnish a _boc'ly_ "i 
settled ooncl~lons i!"'l'~!:~lr.appli~~ . .p.o}icy. It. 
is a method rather than a doctrine, an apparatus of the 
miD.d, a. technique of t.binking, which helps its po;sessor 
to draw correct oonclusions. It is not difficult in the 
sense in which mathematical and scientifi~~igliques are 
difficult; but the fa.ct that its modes of expression·1t.re 
much less precise than' these, render"1ie~idedly difficult 
the task of conveying it correctly to the minds of learners. 

Before Adam Smith this apparatus of thought scarcely 
existed. Between his time and this it bas been steadily 
enlatged and improved. Nor is there any branch of 
knowledge in theforDiation of which. Englishmen can 
claim a more predo~t part. This Series,however, 
is not directed towards making original contributions to. 
economic science. Its object is to expound its elements 
in a lucid, accurate; and illuminating way, so that the 
n~ber of thos~ who Can begin to think for themselves 
may be increased. • It isin~nded to -oon';ey to the 
ordinary reader and to the uninitiated student some 
conception of the general principles of thought which 
economists now apply to eoonomic problems. The 
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writers Mve bien'more anxious to avoid obBCUre forms 
~~ ~:xpreesion ~han dj!!lJ1l!t ideas. Most of th;~~ns 
of matter often treated in textbooks are intentional; 
for &It a subject develops, it ~ importsnt. especisJ!y in 
books meant to be introductory. to discard the marks of 
the c~stage before thought had wings. 

Eien 1lD ~tters of principle there is n<tt yet a colJlPlete 
unanimitjr of opinion amongSt professional students of 
the subject. Immediately after the war daily economic' 
events were of such a s1~jng character 88 to divert 
attention from theoretical complexities. But tooday. 
economic' acience'~ recovered its wind~' Traditional 
treatments and, traditional solutions are being ques· 
tioned. improved, and revised. ' In the end this activity 
of researcll should clear up controversy. But for the 
m~nient controversy and doub~ are inereased. The 
~ters~t this series must apologise to the general reader 
and to the beginner if many parte of their subject have 
not yet" reached to a degree of i:ertsinty and lucidity 
which would' make them e..ay:ud straightforward 
reading. • 

J. M.. "KBhms. 
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WAGES 
:tIIAPTER I 

THE WAGE-SYSTEM 

I L l~. Economists are frequently taunted 
with their love of Robinson Crusoe analogi_with their 
tendency to generaJise from80me simple economic society 
to the complicated world of to-day, in disregard for the 
various institntions which prevail in modem Euiope bnt 
did not exist on Crnsoe's island. On the vanity orwisdom 
of such a taunt opinions will naturally dilfer. .Some will 
reverence the importance of the institntions which sepa­
rate our world from Crusoe's. Others will .....,Ia.jrn the . 
eternal rule of natural factors, independent of the 
changing institutions which are fashioned by the hand 
of ID8Il in couxse of history. But whatever our choice 
of opinions on this general issue, (to the discnssion 
of wage-problema Robinson Crusoe imalogies seem to 
lend little aid.) One may admire it as grandly abstract 
and eomPrehensive to say that when Crnsoe fetched 
yiun8 or Caught fish he was receiving wages out of the 
yams he gathered 01' the fish he bronght to land. or to 
say that the food on which the slave-owner fed his 
chattels constitnted wages; or that Rockfeller or 
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Rothschild "or Lord Melchett or Sir Henri Deterding 
pay themselves wages for the work they do in managing 

, their afia.irs. But "uch analogies can be hardly more 
than verbal; and a generaJisation so wide and uncritical 
as this tends to oonceal differences many times more 
signifiCant than the similarities on which it lays stress. 

Probably a surer way to understand actual wage­
problems is to examine the features which dis~~ 
w.!'~as..!he:far:';jia.ia to=diy fiOiUother ways 1if~lllch 
work in iimes past' was performed and paid for, and to 
define the character of a wage-system in these terms. 
To do this, I think, will sho,", that some fundamental 
distinctions exist and 'give a unique character to the 
actual issues with which the modern industrial system' 
is face to face. 

, § 2. SlatHl, Serf and Artisan, There are three svstems 
in the past with which the modern wage-system may 
fruitfully be contJ;.&Sted and compared. • 

Firsl of these, there was Slavery, ,under' which the 
person of the worker waS owned by his master and could 
be bought and sold. : The whole time of the slave was at 
'his master's disposal; and the master fed the worker 
as much as he thought fit to keep him in working 
efficiency, and made use of the slave's working time 
either to minister directly to his needs and fancies or 
for commercial purposes to produce a product. The 
master's income depended upon the number 'of slaves 
and upon the, extent to which the product of their work 
exceeded their sub~ce: : their subsistence repre­
.ented his cost or outlay, and what they Produced 
aboTe this his surplus or .. net revenue." When the 
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mppl:y of-new slaves was plentllul and slaves as a result 
Ivere cheap to buy, the master did not need to spend 
much on keeping them, and he could &fiord to work­
them hard and exhaust them early imd then replenish . 
!/is stock by buying slaves anew.. When, with the 
oessationof new conquests or the decline of the slave 
trade, new slaves became more scarce and more costly, 
then a slave as a more valuable object required to be 
more(~y cared for: probebly the master 
had then provide enough for each slave to breed and 
rear a family as well 

&cond, there was Serfdom, which prevailed over 
most of Europe in the Middle ~ges under feudaliam, 
and has existed in slightly difierent form at other times 
in various other parts of the world:. Here each vi11ege 
was mainly self-sufficing, and trade outside the vi~­
unit was the exception rather than the rule. Th; serf 
did not beloug in person to a master, but owed certaiD. 
services by customary ~~t_~ his lord,an~ ,!lI!! l!ottaobed 
to the lord's estats and could not move from it. Often 
newas~ With the estate, ;';inseVen~th- and 
eighteenth-century Germany Bud nineteenth-century 
RlllIIIia estates worth so many .. souls " were mortgaged 
or purchased, and as Edward I in England made a grant 
of royal mines to his Its1ian creditors, the ~beldi, 
together with the compulsory lebour of the .. King's 
miners." Usually the serf procured his subsistence.by 
working certain strips of land which he held as his own 
by customary right, in return for the obligation to devota 
the remainder of his time to cultivating his lord's fields 
or working in his lord's household. The land held by the 
serIs and the time that was their own had to sulIice to 
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maintain themselves and their families. The more. fertile 
the land and the more productive the labour the smaller 
this area of land and this time needed -to be, and the 
rarger was the surplus which the .lord could command 
from the .surplus labour of his serfs. The value of an 
estate depended on the size of this surplus, as the 

i capital value of a slave tended to depend (if the slave 
: supply was limited)" on the surplus arising from the 
employment of a slave. 

Thiril, there is the free craftsman or artisan working 
with his bwn tools in his own workShop and marketing 
his own products, or in agriculture the i!!d~pendent 
peasant farmer working his own hOi<liiigby the labour 
of himself and his family. It is a system of which we 
·find examples in nearly all ages, alike in classical times, 
·in the towns of the late Middle Ages and at the present 
!lay. Here the worker is, in a sense, his own employer, 
making and se11ing his own product, and retaining· as 
profit any surplus or "_net .r.ennue " over and above the 
toIIt-of his owilniiiterlals and his own subsistence. 

§ 3. The Oharacteristics. of a Wag~Sy8tem. If we 
compare these three 'systems with one another· and 
with the modem wage-system, it will be clear that an 
important respect in which they <lifter is in the differing 
degree of economic freedom enjoyed. by .the ~worli:er, 
iriis iii tw'4aependillgon lhe .reTatioD.ship,j.n w!>.i~ he 
stands !'O_';..('~n_omic "'p~pert~~ther owning it, 'or 
not owning It, or himself beipg regarded as property in 
the possession of a .!/laster. Under both s\avery and 
serfdom the freedom of the worker is closely ~­
SCribed by law : . under slavery he is ent!rely subject to a 
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master, and under serfdom his freedom is strictly 
narrowed by his obligation to perform specified service 
for a lord. But un!1er the wage-system the worker is 
boimdb1~0 such ,!eganies. Before the law !J.e is his' 
own master, free to work or not as he pleases, free to 
hire himself for wages, or to work as an independent 
artisan if he prefers. The capitaiist w]lo owns a work­
shoy or a factory or a farm, since he can no longer 
command any compulsory labour, either by ~tional 
right or by purchase, has to hire the disposal of a 
labourer's time for a day or a week, paying for the hire 
a market price, and securing his profit out of the difIer­
enoe between the wage he has to pay and the price he' 
gets for the finished product which he sells. H!lnce, 
,th~ remov!'l of all legal restrictions on_.the labourer's 
freedom is usually found in history all one of the prior 

',' conditions for the rise of a wage-system. ,., 

§ 4. ECI)II()11Ilc FreeikJm. Here the classical economists 
of a hundred years ago were Usually content to leave the. 
matter, &tre!sing the freedom of the wagwy&tem as 
against the compulsory syStems which had gone before. c 
This system at~ the lliaxiinufn of freedom that was 
possible' in this deterministic world ~" it was. as free as 
the system of the independent ~~ j;hl1'; 'beblginore 
efficient.' True, the wage-earner bound himself to work 
certain hours in a~ry. J!l1.der the discipline of the 
emploYe?8over.eer, to take orders and obey, whereas 
the artisan was his own master and worked in his own 
time an,d in his own way. Bllt in doing 80, the wage­
earner consented of his own will by ~_!l9ntra,ct: his 
will was free to declin~!Ae ~ olemployment if the -' 
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proffered wage waa not fair recOmpense for the un­
pleaaantness of what he undertook, and his choice of 
alternative employment aa an independent artisan waa 
aa free and open as the alternative choice before the 
artiaan of becoming a wage-earner. Wages were a fj,it­
price in a fr~markeU9t worlu!one, just as wasl>lofit 
aneoonoDllc price to the employer for the services he 
performed; and the fact that some chose one means of 
livelihood and some the other was only a s1>!lcial caae 
of the general division of labour whichbrought such 
increase to the wealth of nations. 

This 'classical view, however, is not the whole of the 
matter, and as it standa is~ aeriously incomplete. It is 
possible to imagine a system where the majority of 
persons stood on the bord,erof choice at some stage of their 
career between working at a wage for a neighbour or 
setting up as an employer on their own. Something , 
approaching it is probably found in a peaaant village 
or was found in the early medisval town. But in the 
actual wage-system of all modern industria1 civiliaation 
the actual choice of the labourer has in fact been limited 
much more narrowly than this. This limitation of 
cthoice _is no longer a leg&! limitation as of old: it is an 
economic limitation, which is equaIIy effective, if 
iimaIIer iu degree, than the legal ones which preceded it. 
It consists in the fact that the labourer is a member of 
a p~'peE!I!,e~s class; and this fact narrows his freedom 
of -choice ana confines it to those means of livelihood 
that do not require the possession of any land or capital 
-or even in the majority of cases any considerable 
education _Quain,ing. In other worda, it confines his 
choice as a rule, save for a few lucky .. Dick Whitting-
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tons, " to hiring out the labour of his hands for a wage. 
In practically every ease in history where a wage-system 
has appeared there has preceded it the apPearance of a 
class of persons without the means to set up as inde­
pendent artisans or peasants,. or else a considerable 
D&17Owing of the range in which ~en of . small. 
capital themselves could operate at a profit. 

At this point, of course, it may be argued that such a 
narrowing of the choice of opportunities does_not-pf 
Itself co~tU!Ai a ~traIn1jlpon)lielaoomer'~_freedom. 
Man is never free to do anything he pleases:. nature 
always imposes a ban, and herself circumscribes his 
choice. Indeed, the philosopher Hegel defined freedom, 
not as infinity of choice, but as consci01lllIle88 of necessity. 
Moreover, alternsti"" opportunities can hardly be 

. measured, and often cannot be compared. The" free 
and noble savage .. had inmany ways fewer opportunities 
than the modern wage-earner, and the free peasant of 
Manchuria than the Ford~ployee of Detroit. 

It is undoubtedly true that ~om is not a quantity 
and cannot.!!e measured. At the same time it seems to 
be something which can be compared as being greater or 
less.' But such a comparison can ouly be made when 
what are being compared can be ammged in a series or 
order, and this supposes a close resemblance in all other 
respeeta than that in which they are being compared. It 
.may not be possible to compare directly a primitive 
savage with a Detroit worker;' but it should be possible 
to compare a wage-earner with a slave in like circum­
stances, or with an artisan or a man of property in the 

I Lib PJobabilitieo, .. u:pIoiDod in K<. J. II. Ke~' ~ .. 
1'1_ ... pp. 2IHII. . 

• 
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tons, " to hiring out the Iabour of his hands for a wage. 
In practically every case in history where a wage-system 
has appeared there has preceded it the apPearance of a 
class of persona without the meana to set up 88 inde­
pendent artisans or peasants, or else a considerable 
narrowing of the range in which .craftsmen of.small 
eapital themselves could operate at a profit. -

At this point, of course, it may be argUed that such a 
narrowing of the choice of opportunities does_not.9f 
itself eoE"!itUti!a !estr.1iiypo.n:~03'bOiire'"r'.8Jreedom. 
Man is never free to do anything he pleases:. nature 
always impoaea a ban, and hexself circumscribes his 
choice. Indeed, the philosOpher Hegel defined freedom, 
not 88 infinity of choice, but as consciousness of necessity. 
Moreover, alternative opportunities can hardly be 

. measured, and often cannot be compared. The" free 
and noble savage "hadinmanywaysfeweropportunitiea 
than the modern wage-earner, and the free peasant of 
Manchuria than the Ford-employee of Detroit. 

It is undoubtedly true that ~QIlI is not a quantity 
and cannot.!!e measured. At the same time it seems to 
be 80mething which can be compared as being greater or 
lesa.1 But such a comparison call oo1y be made when 
what are being compared can be arranged in a series or 
order, and this suppoaea a cloee resemblance in all other 
raspecta than that in which they are being compared. It 
may not be possible to compare directly a primitive 
eavage with a Detroit worker;· but it should be possible 
to compare a wage-earner with a slave in like circum~ 
atanoea, or with an artisan or a man of property in the 

I Lib Probabilitieo, .. ozpIaiuocI in JIr. J. 1L Ke_' ~_ 
p»uIu6a1i1s. pp. ZO-& . 

• 
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wage-system on a large scale is fonnd that one seems to 
be jnstified in regarding it as_JUl.e!lellll~4iti9Jl of 
s~~.~~ and as one ~.its defining cb.a.racteristics. 
This is not to deny, of course;-th";ttJi~ doing 'cifWork 
for a wage may be fonnd in niunerons cases even where 
no such dependent class is fonnd.. There might be 
important cases where many persons fonnd .it more 
attractive to work for another than to work bn their 
Qwn, even while the wage that they ~ed left a con­
siderable surplus to go as profit to their employer. Such 
a situation would tend to be tbe result of the different 
natural ability and enterprise of different persons to 
organise and· manage production and 80 to mak.e a 
bnsinesa of their own a success. But it is hardly con­
ceivable that differences in innate initiative and ability 
alone would suffice to extend this preference for wage­
working nntil the system embraced all lines of produotion 
and comprised nearly the whole of each partiouiar line, 
with hnndreds or even thousands of workers to each 
employer. One would hardly expect the system to 
predominate and become universal in this way unless 
o~~.!lifi,!re:"ce&. .. .pi _ econo~advantsges between 
different aocisl groups had developed as well. In 
practice, at any rate, one does not find the system becom­
ing universal without the preceding growth of these 
other differences, of which differences in property­
ownership are the chief. 

§ 5. The G1'owth of a Prolelariat. To the rise of a fully­
matured wage-system two things are, accordingly, 
necessary. First, the removal of legal restrictions which 
bind the worker to a partiouiar mastsr. Second,the 
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growth of a propertylesS ··ct.....; or a proletariat, willing 
to hire itself for wages because it has no alternative 

. livelihood. -Without the first development the worker 
is really a serf or a slaV;!, and not & "-age-earner selling 
his labour in an open market. . Without the second it 
will hardly be profitable for <!IDployers in general to 
organise production on any considerable scale on a basis 
of wage-labour. In this country: the former change 
occurred comparatively early, when the custom developed 
in the fourteenth century of allowing the serf to " com­
mute" his feudal serviceS for a money payment or a 
rent for the land he held. In 'Other countries it did not 
come until later, as in Germany between 1806 and 1812, 
when a seriesof laws indifferent States abo1ished serfdom, 
and, latest of all the large European countries, in Russia 
in 1861 with the decree on theemancipation of the serfs. 

Theiiecond development occurred in a greater variety 
_ of ways. Partly it occurred through the natural grow$ 
of population, in excess of the numbers that could be 
aocommodated on. the land; an~ existing land, becoming 
scarce in relation to the demand for it, acquired a con­
siderable value in the hands of ite owners and grew to be 
ouly obtainable at a price. The process was accelerated 

. by the enclosure .!If land which had formerly been held 
or used by the small peasant-holder in customary right, 

;and the transfer of the land into the hands of the large 
landowner. This occurred in England in the series of 
enclosures to facilitate sheep farming which created the 
race of ., sturdy beggars" of which we hear so much 
in Tudor times, and by the series of Enclosure Acta 
between' 1750 and 1850, devised to encourage modern 
methods of arabltLcultivation.. In Germany {in contrast 
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to Denmark) simiIar enclosure of land on a large scale 
took place at the time of the einJi.ncipation of the serfs, 
as compensation to landlords for the lOBS of their fendal 
eervices. A similar effect is produced in certain parts of 
AfPca to-day by the reduction of the natives' tribal 
teserves or by the levying of hut or poll taxes on the 
native when he lives in the tribal reserve and does not 
work for wages ontside . 
. At the same time in'the towns the gilds, both of 
master-craftsmen and of traders, were becoming 
increasingly exclusive by a double PlOC8BB.OjJ!htaining 
charters which made It illegal- for any other than • 
gild member to C&1'l'Y on that particular calling as a 
m.a.ster, and at the same time of restri~ entry into 
the gild by severe entrl\Jlce f_ and qualifications and 
apprenticeship regulations. By the sixteenth century in 
England the larger part of the wholesale and ~ 
~de Ef the land WBB a close monopoly of a comparatively 
stWi.ll circle of wealthy traders, while at the bottom of 
the towns there existed a growing class of labourers 
having only a limited possibility of gaining access to any 
of the craft gilds and of.setting up as ~en 
on their own. A small break in this proCess occurred 
in the seventeenth and eighteenth centuries, when men 
of capital began to give out work to be done by small 
craftsmen in the villages under what came to be called 
the Dotne&tic System, thereby avoiding the close 
regulations of the town craft gilds. Any man who had 
lI1lfficient capital to buy. house and a loom or a knitting, 
frame could set up as a craftsman in the countryside. 
But these country craftsmen themse1ves tended to be 
dependent rather than independen~~9en~ _~ the - . 
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"m!!!"hanLtna.nl1f'lQturers," as they were called, who 
gave out work to them to do, as West End tailoring 
houses give out work to-day to be done as home-work 
or in small tailoring workshops. Usually the domestio 
.e,raftsman, being a man of small capital, could not 
'Undertake the marketing of his.wares himself or conduct 
, anything but quite a small workshop. Often he had the 
raw material advanced to him by the "merchant 
J!l&Iluiaoturer," who collected the finished product 
from him in due course and paid him a price for the work 
done. In certain cases the craftsmen even rented their 
tools from the capitelist who employed them, aa in 
frame-knitting where they rented their frames. As 
time went on many of them came to live more and more 
on credit advanced by the capitalist, "and to be in ~~llt 
to him, and ao to be tie~ exclusively to one employer, 
as appears to have been cOmmon in the hand-tool trade. 
In ,.other words, many of these craftsmen came to be 
virtually employed wage-earners, just as in peasant 
countries 'it is common (unless special, institutions 
exist to prevent it) to find a propertyless class developing 
as a result 01 the progressive impoverishment of a section 
of the peasantry by indebtedness and the mortgaging 
of their land to traders and moneylenders. Aa a final 
stage in the prooess came pow~~lIl&Clrin~d factory 
production, which by competition took away the 
livelihood of the hand-100m-weaver or hand-tool-maker, 
and forced all except those wio had the means to set 
up a factory themselves to migrate to the towns and seek 
wage-employment. 

§ 6. DijJerMil. lkgr_ 0/ Dependerlce. Inside the wage-
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system itself, however, the economic freedOIQ of the 
worker can,_vary_ fairly WideIy. On the one hand, 
where the workers possess s?ong trade union. organisa­
tions having Ia!ge fonds, or where they have built up 
prosperous co-operative organisations from which they 
have special facilitiee fur securing their food suppliee 
or fur obtaining credit, or again, if through their political 
inJIuence they have introduoed legislation particularly 
favomable to wage-eerners, then the economic ",,,,,!m_ 
of wage-eerners 88 a eIase may very largely be removed. 

{For a temporary period, again, the workers in a particular 
'iiiaustry may be able to take advanmgeOf thef&ct that 
their employers have invested in Ia!ge and expensive 
plant which they are unwilling to leave idle, or that they 
possess perishable" stoeIm of material or have valuable 
business connections which they are loth to jeopardise 
by letting their works stand idle,)To such a strengthen­
ing of the worker's position, however, there seems to 
be a definite limit, sinoe any COIllIiderable powers of 
this kind, if they were exercised, would probably render 
a wage-system unworkable by mamgit no-longer 
pro.6.tsble for the employing eIase to run tIie system as 
of old. , 

On the other hand, cireumstances are often found of 
a purely economic character which perticuJarly restrict 
the tr-I.om of the worker and in extreme cases tend 
virtually to confine his choioe of employment to one 
employer or a small group of employem. A worker 
when he is bargaining individually with an ~ployer 
and is not supported by a trade union will usually be 
hampered by Iack.!lfinfo~tio~ ~faltemative. ~p1oy­
gIeIlt or by lack of meaDa to move about from pIace to 
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place in search of a better job: all any rate he will prob. 
ably be less well placed in these respects than will 
employers, who can make enquiries by telephone, make. 
use of foremen and agents, and if need. be send to 
another town to recruit fresh .. hands." (!Ience the 

-worker's choice will tend generally to be confined to the 
employment of which he has knowledge and that within 
the immediate locality,) In some cases one linda the 
employer owning the houses of his employees, and so 
acting as their landlord 'as well. This was common 
in the new factory towns of a hundred years ago. It 
still survives in the countryside in the agricultural 
labourer's" tied cottage" and in mining villages where 
miners rent .. company houses." Under the .. truck 
system," which we shall mention further in Chapter m, 
the employer often paid his workers in vouchers on the 
local store which was owned by himself-the " ~mml" 
shops" of which Disraeli wrote in his Sybil. In American 
mining towns it is common for the company to own 
practically the whole town, sometimes not excluding 
the magistrates and -police. Where this occurs, the 
employee will be disinclined to transfer to alternative 
employment or to refuse to accept the employer's 
oontract for fear of losing his home, or in the other case 
he will be prevented from spending his wages in the 
Chespest market by the manner in which be is paid. 
Many of the schemes to .lessen the "labour turnover " 
and to tie a worker to a particnIar firm, of which much 
is heMd in America to-day, tend to have a similar effect. 
Where. again, the industry is controlled by ~ mon?poly, 
the worker who ~. specialised to that occupation will be 
-virtually tied to that one employer: a. situation which, 
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in !eSpeotof the market pnce which the wage-earners 
can obtaiJ!. for their labour, will be paralleled wherever 
any agreement exists among employers as to the terms ... 
on which they ahaJl give employment. In an industrial 
system run by theStste thie would be found in aneJrtreme 
degree: all \Vorkers would be civil servants with_ 0lle 
employer,the Stste.- Whether thie would represent a 
ainaller degree of economic freedom for the worker than 
a system of private enterprise, as Mr. BJlloc suggested 
in hie SeriJila State, or a greater freedom, would depend 
on circumstances-on whether the interests of the 
workers themselves exercised controlling influence by 
trade union and political power over the Stste which 
employed them, or the interests of some other class; 
and whether as a !eSult they were still employed by 
others or in a sense employed themse1ves. 

§ 7. Wages IJM N el Produce. The primary cost under 
a wage-system will consist oBhe wages.whioh have to be 
paid to procure the necessary labour supply, For any 
particular employer cost will ~onSist also of the raw 
material and fuel he has to buy and the " wear and tear .. 
of machinery and the interest on the loan-capital 
which he has had to borrow. His _capital outlay will 
be distributed between the purchase of machinery 
(generally .termed for;ed capital) and the purchase of 
raw materials and labour-power (generally caJJed 
oo-culating capikd). But for the system as a whol.~ the 
cost of materials and fuel and machinery can be traced 
back in turn to the wages which have to be paid to get 
them produced and to provide for the" wear and tear .. 
of labour; and from the point of view of all those who 
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venture their capital in the system over a considerable 
period wages will form the basis of their calculations 
and will figure 88 ".cost." In each comp~ete cyole of 
production, after part 01 the gross produce h88 bee~ 
set aside 88 wages to repair the .. wear and tear " 'of the 
labour supply, a surplus or net product will "remain ; 
and this, after the deduction of rent to the owners 0 

scarce natural properties, will provide the profit and 
interest for the active and passive partners in the con­
duct of the system, by which those partners will estimate 
the SU0ce8s or failure of their ~terprise. Out of this 
surplus will be accumulated the means of raising the 
system to an expanded scale and 80 making future 
oycles of production larger than those which went 
before. 

In pursuit of financial success, 88 judged by the size 
of the "net produce," tthe employing class will desire 

. that the .. ~' which they incur. in the purchase of 
labour shalIli6"""88 low 88 possible;) AS we'shaII noilee 
later, this does not necessarily Diean that it will be ill 
their interests for wage-rates to be 88 low 88 possible. 
But it means that the employing class 88 a whole will. 
gain when wages 88 a proportion of the gross produce 
(or the national dividend) are 88 low 88 possible, since 
this will provide the widest· and most favourable 
opportunity under the oiroumstances for the investment 
of capital. In other words, the size of the surplus or 
.. net revenue" wlIl constitute the existing demand for 
capital and will Sive to existing property ite value. 
For the system 88 a whole it will generally be the caee 
that this surplus or .. net revenue" will be greater, 
under a given set of circumstauces, the more dependent, 
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and consequently the more obedient and disciplined is 
the wage-earning class. (In this sense the wage-earning 
class can be. said to be" " exploitable" in gteIIo~..!!llfl!lll 
degree) On the other hand, tile share of any particular 

:employer in this "net revenue "-his profita--will 
depend on the efficiency of his workers, on his aituation 
and environmen~ on the macbinery he uses, on the 
ability of his organisation, his financial facilities and 
the astutenees of his marketing technique. 

As Mrs. Marcet said in her OOftfltlr&atw... Oft Political 
Economy:l "If the value produced by the labourer 
~ds what he has consumed, the excess will constitute 
an income to his employer; and observe, that an 
income can be obtained by no other meanS than by the 
employment of the poor .•.. The rich and poor are 
necessary to each ~ it is precisely the fable of the 
belly aiiatliiliiilbs; without the riell the poor '\Vould . 
starve; without the poor the riell would be compelled 
to labour for their own subaietence.:' 

I PI'- 87-3. 



CHAPl'ER'U 

WAGES .AND THE STANDARD OF LIFE 

§ 1. ~ggregat&. Wagll8 tm4 Wages per Head. If the 
number of workers employed for wagee remains un­
changed. every increase in the wagee bill of the country. 
or in ~ggregat& Wages, will involve a simila!. inc~ in 
the wages received by each worker. or in Wages per Head. 
If. however. the number of workers alters. the two things 

. may change in 4ifierent degreee or liven in difierent 
directione. Fo~Jnstance. if the number of workers in 
employment inorea8es by 20 per· cent and Aggregate· 
Wages increase by the same amount. Wagee per Head I 
will remain the &&me as before; while if Aggregate 
Wagee increase by less than 20 per cent. Wagee per Head 
will actually faU •. 

It is !l9118i1>le, however., for wages to inCl. ease in b~ 
of these seneee. botl! in ~e aggregate and per head • 
.while at the same tirile W.J!,ges.. a& a..ptO:portion of the 
total produce. Or RelatW4 Wag.... decline. This . 
happen, if, owing to increased productivity or intensity 
of.labour.the.gross produce of industry grows at a 
faster pace than doee·the share of that produce which 
goes to meet wages. The oonverse may also be found. 
If an increase. takee place in the number of persons 
employed in the economic system. the gross produce of 

18 
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the system will tend to grow along With the wages bill 
by which the workers are employed; but, it will not 
necessarily grow in the same proportion. If it WOws 
in smaller proportion, then wag~ will swallow up a 
larger share of the total produce and Relative Wages 
wjll rise. , . 

It is possible, however; for wage-earners to be poorer 
as compared with the incomes obtained by the owners 
of property, ~d {QJ,: i!teCLuali~ C1Lincjlmes to increase, 
at the same time as the share ~l:!e-produce which goes 
as wages, or Relative Wages, haa increaaed.J This ill, 
possible for the reason that the income of wage-earners 
compared to the income of non-wage-earners will depend 
not only on the proportion yf th!l .JV!J,()le.p'roduoo which 
goes as wages, but also on the n"~.!>f persons in'each 
group, with whom wages in the tne case and income on 
property in the IIther,;:ase have to be shared; and an 
enlarged clifierence.:l, inc:>me between the two classes 
might co-exist with rISing Relative. Wages, if the nUmber 
of persons aeeki:iig employment in the labour market 
increaaed rapidly while, on the other hand, property. for 
various reaaons became concentrated in fewer hands. 
Convereely, if diffusion of property-ownership were 
taking place, the distribution of wealth might become 
more equal, even though the ohare of, the produce 
which went as wages declined. . 

§ 2. Wages a. a Proportion of aross Produce. With 
regard to Relative Wages, the general ,features of the 
wage-syetem which were discussed in the last chapter 
might lead one to suppose that·lvages would be approxi­
mately the same proportion of the total produce in aIi 
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countries where the wage-system was found. And this 
supposition would further lead one to expect wages per 
head to be higher iJ;>. those countries which possess a 
more PrOsperous economic sjstem, and for wages per 
head to rise as economic produ!ltivity grow~ A vaiIable 

. evidence seelll8 Oli. the whole to confirm such preIiminary. 
expectations;' but the data to hand by which we can 
compare wages at different times and in, different 
countries remain somewhat meagre and unsatisfactory. 
!!v.2. special factors, however, are found which might 
create quite considerable variations in Relative 'Wages. 
an~ . so have an influence on wages per head as well. 

IThe use of a large amount of labour-saving maChinery\ 
might be expected to make Re1&tlve W-ages fo;-er than 
where machinery of this kind was much less used; 
just as between different industries in the same country 
the total wages bill as a percentage of the gross revenue 
varies, being high where the work is mainly manual 
labour, and low where a large' machine horse-power is 
employed per man. Hence one might expect relative 
wages to be lower in countries where machine-industry 
is most highly developed, and to have a tendency to fall 
in the course of industrial development with the increase 
of mechanisation. 

i On the other hand, Relative Wages might be expected 
to be greater at those times and in those countries where 
the wage-earners have' a greater degree of economio 
freedom and are less dependent, either because they are . 
stt9llg1y organised or because there are fewer barriers 
to labourers setting up as farmers and artis&liBOr small 
empfoyers on their own, as is often the case in newer, 
less developed countries, or where sPecial institutions 
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exist which afford facilities to the small man in obtaining 
capital and credit or land or in marketing produce. 

§ 3. MOM!! Wag<IB and Real Wag<IB. But before one 
attempts to compare the position as between periods 
and countries there are two further distinctions which it 
is important to ~e. dt clearly makes litiIe difference 
to theBtandard of life of the wage-eamers for the money 
paid to them in wages to be doubled if the amount 
available of the things which they consume remains 
uncbaDglld.) Some of these things, of COUl'IIe, will consist 
of commo.tties consumed by other sections ,of the 
community aa well aa by wage-eamers; and wage­
earners, by offering more money for them, may be able 
to obtain more of those commodities for their own use 
instead of others (unless those other people are offering 
more money for them at the same time). But there will 
be some commodities, mainly cheap and essential 

. foodstufls, of which the wage-eamers consume by far 
the la!gest amount. Here transfer from other consumers 
will not be possible to any considerable extent; and the I 
only effect of the spending of more money on them by ~ 
wage earners will be to raise their price. In other WOlds, 

1
8!though """"" tIIGfP have risen, nal tIIGfP, repre-l 
&ented by the amount of things which the wages could 
buy, may have remained the same. j Some persons have 
gone 80 far as to suggest that'lohe possibility of real 
wages rising all round is ah .... ya fairly JWrowiy Iimi~ 
by the fact that the available supply of primary food. 
stufia is for the time being fairly fixed, and can only be . 
increaaed after an interval. of time. "After that interval. 
of timeC;.-perhaps six months or a year or two yeam-
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the increased prices of things consumed by wage-earnen 
will encourage capitai and labour to be transferred to 
producing those commodities, so that their supply will 
ultimately be increased, and(real wages will rise as well 
as money wag~ But this will not necessarily happen 
if money incomes all round have been increased, and all 
classes of the community are spending more money, and 
prices are univel'B8l1y rising. Then there will be the 
phenomenon known as itlJlaJi!»!.: prices genemlly rising, 
so that, while mOlleril\g~ nlcirease,real wages remain 
as..J?efore. Something similar to this occurred in the 
fourteen years before the· war. . During this period, 
folloWing increased world gold supplies and an inflow 
of geJd' .into this country, money incomes generally 
increised; but the inco~ of other sections of the 
community increased faster than wages. The result 
was, first of all, to raise the price of the things on which 
these other {'eople spent their money--chiefly co¢orta 
and luxuries. This, by making the product'ron of 
luxuries relatively more profitable, tended to transfer 
labour and capital to producing them instead of the more 
primary necessities~nsumed by the working class; 
and this by raising, in turn, the prices of these latter 
commoditieS, tended to produce.rmu in real wages. 

Conversely, while J)'loney .lVagOS .remain constant, it 
~y.happen that real wages increase, because there has 
been an incieas<;¥and cheapened supply of the com­
modities which wage-earners consume: each £ of 
wages will then " go further" and represent more real 
things. 

Since, in pr80ti~money wages tend to he rather !i9? 
in adapting themselveS -to Ch&ngea in the cost.? living, 
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a period of rising prices will usually be a period of falling 
real wagel. muney wages in their ~ will tag behind 
~e ~e ofprices;and Relati":e )"ages willhaveatendency 
to _fa!J. On the other hand, a period of falling g~1 
prices will tend to be accompanied by a nse: of real 
wages, since money wages tend to lay behind prices in 
their fall. Where the workers are particularly weak in 
bargaining strength, empJoy.rs will. usually ~ore 
quick td'feliuCf wages when prices fall than they are to 
raise them wilen prioes riae; and what the workers 
stand to loae on the swings they will not gain on the 
roundabouts. But where the w~ are stro!jgl:y 
organised, they may resist a fall in money _get for 

, some time after prioes have fallen, while being quick to 
demand an increase when prioes are on the rise; -

In judging the standard of life of the worker and his 
family a further distinction is necessary between Jl'~: 
rates paid per hour or 1'".r normal ",orking day and the 
aCLt]!aV~!ng8 of the worker. A, worker's earnings 
may ~ary according as he does more than a given number 
of hours or less. If work is being done ~~ pi~'!~2e 
(SIle Chapter III), different workers may earn differlnt 
amounts according as they do differing, amounts of 
work. If II worker at one time works each day for one 
or two additional hoUrs ovirtime, and at another time 
does not, his earoiif;s will ililier at the two periods even 
though wage-rates per hour remain the same. At times 
of trade dep~n .. short-time" may be worked, as 
in the cotton hade, workers being employed for less 
than the normal number of hours per day or days per 
weak. In mining it is quite common for underground 
workers to descend the pit for ~ess than the full sill: 

o 
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shifts in the week, 'either from choice or because there is 
not the work for them to do. In the d~ where men 
are hired on the .'/Casual" system for a definite job, 
instead of regularly' for a whole week, none but the 
fortunate manage to secure employment all the days of 
the week or alllhe weeks in the year: in 1920 the 
average days per wejlk worked by a Southampton 
doeker, for instance, was less than three, and in London 
it ,!"as very little more than three. In industry in general 
at times of UIl~,t.0yment each worker on the average 
may only secure employment for a certain number of 
weelar in the year; and at such times changes in the 
IIMMng' of workers may be considerably difterent from 
the change that' is shown in their wage-rates for a 
'~ normal.'" day or a n normal" working week .. 

But it is necessary to go further. One needs to knqw, 
lll,.ot only .... hat each wage-worker earns, but how much 
lis earned by the various breadwimiers of a family-unit, 
and how large the family is that these earnings have 
to support. Here there is room for wide difterenC8lt 
both between difterent periods and difterent countries. 

lin Australia the average number of dependent 
obildren to' each male wage-earner (married and 
unmarried) is ·9; in Britain "it is about HO; while 
the average number of cbildren in Britain per family 
who were under the ,age of fourteen fell from some­
where about 1·29 to about 1·06 between 1911 and 
1924. Moreover, between different families in the 
same country there may be wide variation about the 
average. In one family the father and perhaps two sona 
and a daughter may all be earning. In another family a 
father may hBve to linpport a 1arge number of. smaI1 
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children and perhaps "aged. ~granapsrents 88 well. A 
wage that gives a fairly reasonable st&nd&rd of life tel 
an average family may mean a starvation standard {OJ 

many abnormally large households with only one I 
breadwinner; and a wage that is too lpw for the average . 
family is not inconsistent with bachelors in the same 
employment having money to ~ for luxuries and 
smart clothes. 
(When one tries to measme the standard of life of 
w~ers, to make allowance for these differences· 
between wage-rates and earnings is exceedingly difficult.j 
To obtain statistics of hourly rates of wages is not au 
easy matter. The MiniStry of Labour in this coUntry· 
collates and publishes monthly in the M ... iatry 0/ 
lAbour (}aze/U the rates of wages for a large number of 
trades, basing them on existing collective agreements 
with the Trade Unions. But these figures are nol 
complete. The minimum rates established by Trad£ 
Boards are available in the thirty~nve trades where thest: 
Boards are in being; but one does not know how fa.J 
these minima are being observed by employers generally 
or what proportion of .the workpeople are being employed 
above the minim~tes. Apart from the few employers 
from whom information is available about their total 
wages bill, these data relate to time-rates and do not 
neceasariIy give any indication oh.hat workers employed 
at piece-rates can earn: even if we know the various 
piece-rates paid-and these are ",,~ingly complicated 
"':"'we do not know how many .. pieces" an average 
worker does in an hoUr or a day, unless we are intimately 
acquainted with each particuIar case. Between two 
periods .cJ1angea in JIIl'Ilhinery, etel., may have enabled 
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piece-workers to work inore quiCldy and earn more in a 
day, even though piece-rate8 rem.&iI!ed the same; and 
where there has been a ehange in thepropomon' of 
workers ,employed on piece-worlt, as during the last 
twenty years there has probably been an.increase, 
alterations in wage-rates, ""hether per h~'JP'Or per piece, 
will not be an adequate measure of e&l'Ilffigs as a whole. 
Similarly, while one has information concerning the 
percentage of wage-eamera nnemployed; and one can 
make allowance for the changes in earnings which are 
due to this fact, no adequa~ comparison is poBBible of 
those who; while in employment;-are-workJrig'" short­
tim~l and for leBB than a normal week, and those who 
at anothertiiiieareworJang .. oV7e" and for 
longer than a normal working weel<. 

§ 4 .. lndez Number.. Difliculties further arise wh..n 
from the figures of money wages. one tries to estimate 
difierences in, real ~es by making allowance for 
differences in the cost 05-living. Where ~m. 
modities consumed in the two cases whijll!.J.re being , 
coinp~d _ r'l~i.P_tlie.a&me;fi'ttte)iflicUIty is in:volved. 
Imormation' can be oollected concerning a certain 
.. sample",! of actual working-class family budgeta in a. 
given year or in a given case, and an average of the 
v~ous budgete in the -sample can be drawn. This 
average budget will be made up of various commodities 
in difierent quantitie&-80 much bread, 80 much meat, 
fuel, light, clothing, house-roolll and 80 forth. Then the 
cost of purobaaing this average budget in the two casea 
can be calculated, and the difierence of cost expressed 
as an'ifldez ft!!.1)Ibm-, with the figure in one case (called 
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.. the base ") for convenience expressed probably as 
= 100. For instance, one might have an index number I 
of the cost of living rejresented in the two casee thus: • 

(1) • . .100 
(2) • • 120 

The two cases" ]Dight.lle either. two countrlee or two 
yeam betwOOai which a comparison was being made. 
Then" the moneY wages in t~tllm..~I!S_ c..ouId be divided 
by the index number of the coat of living. and the 
riil&tlon Of -reaTwagee in the two cases could,in this way 
be obtained. For instance, if wagee between two periods 
rose from 408. to 48s. and the cost of living index number 
from 100 to 120, real wages would have remained 
unchanged. 

But, in actual practice the various itemS which go to 
make up a fliliiily -bu.dget eeldom-~ the same a11 two 
different periods and in!'!!9 differeiitoountries. Different 
"commodities niiveOilierent importance in the two cases. 
One commodity will appear in one and an alternative 
or substitute in another. Over.a certain period families 
may give up eating butter and take to margarine; 
they may eat lees ham and more beef; they may spend 

. lees on beer and more on clothes. In Britain working- " 
c\ass families drink tea: on the continent they drink 
coftee. In some countries white wheaten br6ad is eaten : 
in others rye bread is the staple diet or potatoes and 
potato flour. In Eastern countrie8 workers subsist 
!Il&inly on rice. In the worker's diet in overseas countriee 
eggs are six times as important as in Central Europe, 
and in Scandinavian countriee milk and milk products 
bulk much larger than in England. "When it comes to 
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other things than food, such as clothes, furniture,. 
hOlJ8e..room, the qualities differ oonsiderably in the 
various cases, and it is virtually impossible to express 
these'difierences quantiiatively. Is 1\ pound of tea to 
be regarded as equivalent to a pound of OOfi88, a pound 
of wheaten bread to a pound of rye bread, a pound of 
butter to a pound of margarine,' a pair of boots bought 
by an English worker to a pair of sandals bought by a 
Chinese coolie-or to. two .pair.of sandals, or three pair 
or what! Just after the war one found Prof. Bowley, 
on the one hand, claiming that the official co~f living . 
indet number """,,-estimated the ria!, jn prices because 
in practice'people had altered their haJ)its and transferred 
to cheaper substitutes (e.g. from butter to margarine) ; 
while on the other hand complaints came from the trade 
unions that the official figure fItIIler.estimated the rise, 
since it took no aooount of deterioration in the quality 
of the things which were bought and gave too little 
" weight" or importance to things fike clothing which 
bad risen in price more than the avetage. It has some­
times been suggested that the difficulty eould be over­
'Come by taking a..!'ts¢ard ,of eaIories, or food values, 
and equating different IIl:tic~es on the basis of the number 
of ilalories that they severally oontain. But it seems 
doubtful whether this would suffice even when one was 
dealing ouly with food: in the light of the recent 
emphasis by acientists on .: balance of the four vitamins 
)n the diet an estimate of eaIories alone would be 
incomplete, and might have to be supplemented by a 

, oomplicated calculation of vitamin value as well. And 
here no less a ststi,stician thiin Prof. Bowley seems to 
have erred seriously during the war. For anything else 
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Ithan food, where psychological' as well as purely 
physiological considerations come in, a physical standard 

. of this kind could hardly assist us. 
The fundamental difficulty is that the "st~dar~ of I 

life" which one is seeking to ·eompare is hardly a \ 
q,i'antity and cannot b~ .!!!~d. We .may define a I 
"standard of life " • objectively as consisting in the

1

' 
satiefaction of certain physiological and psychological 
needs,' or subjectively as consieting in a certain degree of 
happiness or satisfaction of desires; but in either 
case, although the standard is something which can be I 
spoken of as being greater or less and so can ~~I!!P&re~, 
it is not pOBBible to express this as greater or leBB by a 
given amount. Hence, when we try to measure and to 
express the standard of life in figures, we are fitting an' 
unmeasurable thing to a certain scale of our own, just 
as when an examiner tries to compare the intelligence 1 
of his examinees by allotting marks to them. fn either 
case the precise way we fit what we are trying to compare 
into our scale of comparison must be largely arbitrary. 
All we can do is to ensure that we do not place the 
various items in the wrong order in the Beale and that 
we reduce the possibility of error to a minimum. 

The simplest way of handling the situation is to take" 
the budget of any given time or any given country, and 
to compare the cost 1. buying that same budget at other 
times or in other countries. This is what is done by the 
Ministry of Labour COBt of Living Index Number in 
this country, which adopts a sample budget in a given 

I Perhapa -II needs It Ue • qUantity ;ithough II desires n are no~ 
Bu' ...... if pbyaiologieal Deeds ..... oapable.9fl>oiDg expre.ioed 
q ..... titatively in eaI~ri .. or IOmot.lilns /)f tho ""rt, peyohoiogieal 
Deeds ., f"'IOD' ..... DOt. 
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.. base year "; and it was done by an enquiry into the 
cost :of living in various countries undertaken by the 
British Board of Trade in 1905--9, which adopted an 
average English budget and enquired sa, to the cost of 
that budget in various col1D.tries. . This method is quite 
aatisfactory where the /JCMIl ~~.?g~t.~~}!ot djjieuery 
much \n Jhe cases una~ companson. But ,whe!l! the 
li~get CO~1!IIl~ rn·iiac~!ce . .l'l!!riel! aL~Il~nsiderably 
quit,e, O<id~n~ .. contradictor;L~ult8 may be_found, 
according as Qne aqopta one or' oth8l:.cl..thlt_difierent 
budge~ as basis. For instance, the IntarnationaI Labour 
Offioe of the League of Nations in 1924 investigated how 
much could be purchased by a carpenter's wages in' 
various capital cities. When it took the coat in Stock­
holm. of the food items which a Bril.illh family consumed, 
it found tha~ a Swedi,$ carpenter's wages purchased 
8 per cent luI than a British carpenter's wage could 
buy in London. .But when it took the fcod items which 
the Swedish family ordinarily consumed, it found that a 
Swedish carpenlm's wages could purchase 9 per cent 
rnonI of them in Stockholm than a British carpenter's 
wage could purchase of the aame things in London. 
The one method showed real wages in Stockholm to be 
8 per cent lower than in London, the other method 9 per 
cent higher. Similarly a Berlin C8JiP8Il~'s real wage was 
by one method shown to be 46'S per cent of the London 
carpenter's, and 53·6 per cent by the other method. 

This difficulty can be surmounted again by an arbitrary 
~evioe, which amounta simply to an averaging of the 
~ta obtained by the difteretrt methods. ,In comparing 
wages in the aame place at difierent times what is called 
the .. chaiJ1." method is often suggested. Wages in 
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1914, for instance, may be compared with 1915 on 
the basis of the actual 1915 budget, and then 1915 
compared with 1914 on the basis of the W14 budget, 
and so on. The chief difficulty is here a practical one: 
the method is complicated" and requires a continual 
revision of the budget on which the calculatioll is 
based. In the international compariSon of real wages 
which was started by the British Ministry of Labour in 
1923 and then continued by the International Labour' 
Office in. 1924 a series of .. baskets," or budgets, of 
vanoua foodstuffs is adopted, each .. basket" being 
composed of diJI~t items of food in the proportion 
in which they enter into working-class consumption in 
a particular group of countries. The coet in each of 
various cities-London, Berlin, Stockholm, Paris, 
Philadelphia, etc.-of buying ,each of these .national 
.. b~Z;' is calculated-the Englieh- basket, the 
Scan' vian, the Central European. The cost of 
these several .. baskets" is then' compared with the 
wages in the varloua cities and expressed as a percentage ; 
and the results for each city are averaged and taken as 
the index number of real '\Tages for that city. Ae an 
instance of the method we have a comparison between 
three cities as follows : 

RATIO OF THE NUMBER OF TIMES A CARPENTER'S 
WAGES IN DIFFERENT CITIES WILL PURCHASE 

In London 
" Stockholm 
.. Berlin 

Tho 
British 
basko'-

lOO 
92-0 
46·3 

The Scan­
diMvian 
basket. 

100 
109-0 
53·6 

Tho Centra1 -
European 
bukot. Average. 

100 100 
91-4 97-4 
49·3 49·7 
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This index' number, however, only includes-food, and: 
does not include fuel, ligbt, clothing or rent; and to 
that extent it is seriously incomplete. Of these omissions 
that of r,nt i.s.tA~most serious; and ali attempt is made 
to repai1ru& by.deducting from real wages the percentage 
spent on rent, which varies. between 22 per !l8nt in 
Otta~ and 13 per cent in Britain to 5 per cent in Vienna 
and Rome. A supplementary index which makes an 
allowlIDce for /.'8nt is in this way obtained. Moreover, 
the figures of. wages only include the wagllS of one or 
. two !l&tegories of workers, and not even the majority; 
and it is an index of real wages ~or a working week of 
kiven length, and no allowance is made for variations in 
earnings owing to overtime, changes in piece-rates, 
ahort-tiDie and unemployment. 

§5. ReatWagesintheNinetunthCemury Inattempting 
to compare real wages in England over the last 100 
y6!llB one'is handicapped by the fact that index numbers 
of changes in retail prices were onl..! compiled in recent . 
times. For earlier penOilSoiielias to rely on impenect. 
and inadequate data such as the price of com. For 
changes in ~'wages over the nineteenth cehtury 
Prot Bowley has compiled the following index number : '. -

1800-10 .' 55-65 
1820-30' 65 . 
1840-ll0 60 
186G-70 75 
187()...8(l 95·' 
188G-90 90 
189G-99 .. 100 
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No adequate data as to working-class coat of living 
exist to make possible the exact convemion of this 
into an index number of real wages_ But if we take 
acoount of the fact thatl'rices in general approximately 
halved between 1800 and 1900, falling up to 1848, then 
rising sharply to 1860, and falling again between 1870 
and 1890, we shall see that real wages probably increased 
nearly four times over the century. This rise in real 
wages 'began to reach a standstill about the turn qJ. the 
century, and after 1900 to give place to a downward 
tendency as prices rose again after the Transvaal gold 
discoveries in the '90's. Money wages between 1900 and 
1914, while they rose to a certain extent, seriousl;f 
lagged behind prices, so that real wages in the yeara 
immediately before the war were some 7-$ per cent 
lower than in 1900. 

During the in1Iati~n and rapid rise of prices of the war 
period money wages again tended to rise more slowly than 
the cost of living and real wages to fa.ll. At the same 
·time the greater constancy of emplo.Jlllent and the 
working of ov~e tended to swell lamily earnings 
even where real wages tended to decline. AgiLinst this 
has to be set the fact that a greater proportion than 
before of th08& employed in industry- were women 
whose.wages were usually on a lower scale than those of 
men. But if we take in,to account soldiers' . pay and 
separation allowances, which are 'hardly .. wages," as 
well as the wages of the womJd who had taken the place 
of their menfolk in the factOry, it is probable that real 
earnings 811 .. whole had a slight kndency to increasel 
during the war years, even while real w&ge-rte& fell. 
Such a rise in real earninge, however, was a iesuIt of .. 
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greater amoUIlt of work being done; and these increased 
earnings alm6etcertainlywentalongwith a smaller return 
in proportion to the effort that was undergone. In the 
two years immediately succeeding the war ~nditions 
favoured a rapid rise of wages;- and taking advantage 
of a .oomparativeIy strong "bargaining position and the 
removal' of war-time restrictions on trade union activities, 
'the workers managed to secure some sweeping wage­
advances; so that by the end of 1920 and the beg;iUiing 
of i921, when prices were beginning to fall again, real 
Wages probably etood at rather more than 5 per cent 
higher.than before the war. . 

§ 6. Pre-war and P08t-war. ~:o compare reruea.rnings 
to-day with the years preceding the war is not altogether 
easy. Since 1920, following the.severe trade depression 
and the deflationary fall in the price-level, wage-rates 
have tumbled down by leaps and bounds. Up to 1924 
they fell considerably ,faster than the cost of living; 
and \n 1925 they stood at a level of about 75 per cent 
above pre-war, with the oost of living standing at about 
the same figure. Since 'then the cost of living has 
imdergone an additional fall of about 5 per cent . 

. Earninge, on the. other hand, are seriously reduced by 
:the large amount of short-time at present prevailing, 
and by; the high figure of unemployment which amoUnts 
to 9-10 per cent of all wage-earners (and perhaps rather 
more if unregistered unemployed workers are included) 
and which at one period since 1920 reached 23 per cent. 
On the other hand, the Majority Report of the Colwyn 
Committee on the National Debt, on the ground that 
. tbeJ8 had. been an appreoiable exteJWon of work at 
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piece-rates;;" the last fifteen years and increased facilities 
for piece-workers to earn money, concluded jhe.t working­
class ~ were in.1927 somewhat (though only a 
little) larger than in 1913. At the same time it was 
pointed out that the working week was t<Hlay some 
10 per cent shorter than before the war, so that leas 
holll'll were being worked for the same weekly .earnings 
-6 fact which may be parily ofiset, however, by an 
increased intensity of work, or greater energy expended 
in each hour. While any exact comparison of earnings 
is, accordingly, difficult, it seems clear that the marked 
upward movement of wagea of the second half of, the 

. nineteenth century, in spite of increased strength of 
trade unions,. has in. recent years .. marked time"; 
and that working-class earnings are probably lower than 
they were in 1900; while the real income that the wage­
earner has lnanaged to earn on the average of the last 
six years has probably been smaller than in the years 
immediately preceding the war, 

There MIl two special features, however, about ~ 
changes during ana since the war which have an 
important bearing on the working-classstandVd oflile. 
In the first place the birth;rate has been declining 
{airly rapidly since 1870, with the resnlt that each new 
generation, though greater in absolute numbers than the. 
generation which went before, is grea~_b1: an amount 
which diminishes each year. Consequently, tkeaverage 
number of children in a family which have to be &Up­
ported out of the family earnings has a tendency to 
fall i and the number of children under 15asa percentage 
of the total population showed in the census of 1921 a 
fall from ;IO.~ tq 27-7. Partly ofisetting this is the fact 
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that the older generation which is now past working 
age and has .to be supported by their children tends to 
be larger iii proportion to the nen generation-the 
wage-earners of to-day,-than used to be the case. When 
one has balanced the opposite effects of these two results 
of a decline in the birth-rate against one another, the 
net effect in enabling family earnings to .. go further" 
is probably not very large. At the same, however, the 
increase of social insurance schemes, financed by. the 
State, haa helped to relieve faiililies tIl&tar811eavily 
burdened in this way. 

Second is the fact that the.tendency during the war was 
for the wages of the lowest paid workers to rise more 
than the average, and the wages of better paid skilled 
workers to rise less than the average. . This Wall largely 

due to t. h.e war. -tim.il. habit. of making wal!6:advancesS' 
meet the cost of living have the form of a Bat-ra 
increase ~ _round rather_than a percentage add!tion 
while the. t6iidency waa enhanced immediately 
the war by a considerable extension of Trade Boarde, 
fixing minimum wages for the lowest paid workers in 
the lowest paid trades; so that by 1920 the effeQt § 
seen in an appreciable narrowing of the margin betw 
akilled and unakilIed wages and a considerable improve 
ment in the real earnings of the lowest paid workers 
compared with pre-war. In the wage-reductions which 
followed 1920 the pre-war ratio between skilled and 
unakilIed wages was pertly, though not wholly, restored. 
At the same time a new disparity began to appear, this 
time not between grades but between whole trades. 
In thos~ industries which produced mainly for export . 
and were subject to competitioll in the world market, 
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and· which in consequence suffered the severest trade 
depression and the severest unemployment, the wage­
reductions were of the most sweeping character., The 
industries mainly concerned-with the home market, on 
the other hand, suffered much leBB from the troubles 
in the world at large, and wage-reductions in these trades 
were on a smaller scale. The result is a wide disparity, 
compared with pre-war, between wages in what have 
come to be called the " ~ltered" and the 
" sheltered" trades. In trades such as mining, 
engineering, and shipbuilding real wages and earnings 
have !allen below pre-war; whereas in building, t1'&lllr. 
port and printing they still remain substantially above 
pre-war. Thus, although the margin between skilled 
and unskilled wages may have narrowed on the 4'!fflJ!Je 
to the advantage of the lower paid workers, in a number 
of trades both skilled and to 80me extent even unskilled 
workers are worse off than before the war. 

§ 7. Poverty. Before the war Mr. Beeb~RoWJ1.tree· 
conducted an investigation into the wages neCeBBary for 
a worker with a wife and three children to maintain a 
minimum standard of life.' lIb .. Ro¥tree adopted two 
standards: the first was a minimum ~tandard fonnere 
physical efficiency, below which the family could be said 
to be in starvation or semi-starvation; . the second· 
included certain minor comforta, and was defined as a 
standard· of decent existence and minimum human 
needs, below which the worker's family, though not 
starving, could be said to be in poverty. At the prices 
ruling in 1914 the wage which he estimated as necessary 

1 P......,: • BlUr.f '1'"",!, Life, ",d 'I'M au"",,, Nudo.f Labour. 



88 WAGES 

to maintain the first standsrd was 26&., and that neces­
sary to maintain the second standard was 35e. 3d. At 
the prices ruling in 1926 the equivalent figureS wonId 
have been respectively 458. 6d.Jpld 61s. 8d; Subsequently 
simiIarinvestigations were mad.6 in U.S.A. and Australia, 

. which adopted standards about 15-25 percent higher 
than those. of Mr. Rowntree. In 1906-7, according to 
the Board of Trade wage census of that: year, the· 
twerage earnings of, male ,workers was slightly below 
Mr. Rowntree's highei poverty standard, but consider· 
ably above the starvation standard. Of the lower paid' 
workers a considerable proportion, must have fallen 
below the lower minimum: . in the case of York Mr; 
Rowntree gave a figure of 15 per cent of working-class 
families. In 1926 the aVer&ge ·wages earned by skilled 
workers for a· nOl'lital. working week in "sheltered" 
trades such as printing and building were about 12 per 
cent above the higher standard: . and the average 
miillmum ,rates established by Trade Boards in 35 
different trades for male workers stood at 50s., or some 
5&. above the lower standard. But in· engineermg and 
shipbuilding skilled workers' wages stood at from Sa. to 
68. below the" human needs ",minimum, while unskilled 
workers were from 5s. to 7s. below the starvation 
minimum.1 This applied to workers who were in full 
employment. Prof, Bow ley in an investigation' under· 
taken in 1913 and repeated in 1924" into a sample of 
families in a sample of industrial towns adopted a 
simiIar starvation. standard to that of Mr. Rowntree. 
In 1913 he found tlu\t in 11-12 per cent of the families 

1 Cf. J. H. Rich&rdacm, TM. Mi .......... W.,., po 45 "'/. 
I HI!' p~ l);";,.;,w, by Bowloy and llogg. 
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eanrings were below what was necessary to maintain 
this standard. In 1924 he claimed to find a definite 
improvement in the pOsition, which he attributed to the 
decline 1iithe number of dependent children per family 
ant the relatIVely greater improvement in the position 
of the lowest paid workerBi18 compared with the average 
of all wage-earners. H all the wage~erB in theJ 
families investigated had been_in ~~..l'I0P..'l~t, the' 
proportion' of families aeruntelybelow the standard 
would have been 3·6 - 4·7 per cent .. In the actual week 
of the investigation, owing to unemployment- and 
short-time, 6·5 - 8 per cent were. below the stanciarlL 
The darkest feature of the position is that the families 
below the poverty line are as a rnIe precisely the families 
with the largest number of children, BO that the mcidence 
of poverty is heaviest of aU_.!'.P0~h,,-young;· and 
Prof. Bowley concluded tTlat, iD.' spite of a certain 
improvement by 1924, and even &IIIIUlIling full-time 
employment, one out of every sixteen. children was 
below the minimum standard, while one out of every 
sU: was below it at BOme period of life between birth and 
puberty. 

§ 8. Aft I ntemational Compari8tm. When we compare 
the relatiQII of real wages internationally by means of 
the index number of the Internation~ Labour Office in 
the adjoining teble, we find that Britjin stands midway 
between the higher wage-level of tire more prosperous 
U.S.~. and the lower wage-levels of the less prosperous 
cou1tries on the continent of Europe. While wages ~ 
U.S.A. are over 50 per cent above those in Britain, 
those in Central Europe are BOme 40-50 per cent below 

D 
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the British standard. In Scandinavian oountries, it 
is interesting fiG. note, wages approach fairly' ololll'ly to 
thj\ English standard, being decidedly above the con­
tinental level, while in. Copenhagen they definitely 
exceed those in London. Pwing to the much increased 

,.complications of any comp&rison of the standard of 
living with countries outside Europe and North America, 
the International Labour Office has not included them 
in ite index number •. In Asiatic countries like India real 
wages are certainly lower. th8I1 the lowest European 
oountry: probably they are not above 20-25 per cent 

. of the British worker's real w~. ,-

INDEX NUMBER Ol!' ,REAL WAGES IN VARIOUS 
.QITIES IN APlUL, 1928. 

-, ',:, 

(Base: London, April, 1928=100) • 

• BaaedOD With· AIlowanoo 
l!'ood oDly. for Ben$. 

Amster.dam 85 85 
.Berlin 71 66 
Brussels 49 53 
Copenhagen, lOS 107 
Dublin 101 110 
LoWs 41 43 
London 100 100 
Madrid 54 
Milan 49 48 
Ottawa 155 153 
Paris 56 • 

Philadelphia 185 185 
Prague 47 51 
Riga· 50 53 



WAGES AND THE STANDARD OF LIFE 41 

Rome 49 51 
StockhohD 88 .. 86 
Sydney* '- . 136 '136 
Vienna . 45 51 
Warsaw' • • 40 41 

.< 
• Figmoa for JAIl......,.'. 1927. 

Of wages as a proportion' of total producp available 
estimates are also inadequate. In :U.S.A. Dr. W. King 
has calculated the percentage which wages bear to the 
.. value added by manufacture .. at 42 per oent in 1919, 
as against 40 per cent in 1909, 42' per oent.in 1899, and 
44 per cent in 1889--showing a tendency to fall up to 
the war, with a slight rise during the war-years. Forthis 
country Prof. Bowley has calculated that the p~portion 
which wages bore to the total national income (including 
income on jnvestments abroad) stood at 41 per cent of 
the total in 1880 and had fallen to 35! per cent by 
1913.1 A later estimate of the proportioD.which wages 
bore to hom.! produced social income (excluding income 
from abroad and mere money transfers inside the 
propertied class by taxation to pay war-loan interest) 
gave a figure of just over·43 per cent in' 1911 and 
between 43 and 44 per ceut in 1924.' A further dis­
tinction was also made between incomes from work-a 
category which includes incomes from professions and 
part of profits, and consequently is \Iluph wider than 
what ~. be classed as wages for our purpose-and 
incomes from property. Incomes from property, which 
stood at 371 per ceut of the whole in 1880, fell a little 

: ~':!; =d~~~':!.,"";"".....!..~188~Jm. 
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to 3~ per cent by the end 0f the century and then rose 
again to 37* per cent in 1913. AcCording to estimates 
made by Prof. Pareto,the actual distribution of income 
between different -groups of persons appeaJl8 to have 
quite a surprising similarity in the advanced industrial 
countries where the wage-system is fQund. 



cllAi'TER III . 
THE PAYMENT OF WAGES 

§ 1. .. TM Economy of High Wages." It is often said 
that while it is eamings which interest the worker, it is 
wage-rates which interest the. employer, since earnings 
detemili:te the wa.ge-earner's standard of life, and the 
rate of pay for the amount of work done' affects the 
employer's costs and his profit. When -wages are paid, 
not per hour, but per piece of work done, low wage­
rates, while pleasing the employer, may at the same time 
yield high earnings to the worker if his elliciency and 
speed of work are high. In other words, even while 
Relative wages, or the share of the produce which goes 
a:sW"ages, may remain low and profits increase, so long 
as the gross produce of industry is growing the .. income 
of the worker may be st~ on the rise as weii.:--
\!£ is30t comPletely mie, however, to say that earn­

ings are the only concern of the workeJi The rate of pay 
he receives in proportion to the work he does will 
intimately affect him in so far as ·it .,.rn. represent the 
return he gets for the effort he expends. . If, when he is 
being paid by the piece, his earnings increase because 
. an improved machine or better organisation enables him 
to turn out more with the same effort, he will, of course, 
directly benefit without any ema exertion on his part. 
But if he earns more at the old piece-rate simply by 

" 
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exerting himself more, the situation will be different. 
His extra earnings will then be merely proportional to 
the extra effort he expends, and no tiel benefit of welfare 
will neceaaari\y accrue to him: though he earns more, 
he au:fle~ a\ap greater co wear and tear." For the worker 
the rate of pay will represent what he gets for what he 
gives; and he can hardly be said to benefit, even if 
his earnings increase, unless the rate of his pay grows in 
proportion to the energy he expends. ' 

Recently· a great deal has been talked and Written 
ooncerning .. The Economy of, High Wages": if the 
employer pays well, it is said, he will get be~r work 
,done and~o in mo.re profit. This may come about in 
two ways. ira if the worker and his family live at a 
higher s ,of, life,- their physioal and mental 
condition will -tend to improve and -tJieir working 
efficiency will tend to increase. Part of this result will 
ahow itself at once and will redound to the advantage 
of the employer Who is paying more in wages. A ~~er 
p~, probably, will only show itself in . the future, 
especiaIly in 80 far as it affects the health of the children, 
and eo will bring advantage to the nexj; generation of 
employers, but not to a particwai -employer to-day. 
Below the poverty level which was diacussed in the Iaat 
chapter this economy of higher wages will probably be 
very considerable. But once that minimum is passed 
the gain will probably get progressively smaller ~ the 
reaction on purely physioal efficiency is unlikely to \ 
proceed very far as earnings are raised, and such effects 
of a higher standard of life 88 there may be will tend to' 
be mainly of a psychologloal character and to be more 
uncertain and indefinite. ~cO~th~ prospect of more 
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I wages may act 811 an inducement to the worker to 
increase the amount of work that he does, either by 
working longer hours or by working more inteneively. 
If the employer pays wages on a time-rate basis, the 
gain to him in offering a higher wage will generally be 
confined to the first result-affecting the worker's 
ability to work. But if he transfers to the system of 
paying on a piece-rate basis-paying in proportion to 
the .. pieces " done, or .. by results" -this will tend to 
have the second result as well, affecting the worker's 
willingnul to work. The economy, however, will 
generally be confined to payicg out more wages in an 
hour or a day. Save for a special reason to be mentioned 
presently, the employer will not get any gain from 
pl1.ying higher rates per piece, since that would only 
make each unit of product which he has to sell more 
costly to himself. 

§ 2. Inte'l8uy of Work and Piece-rale8_ In both th_ 
cases, however, the worker, while he earns more; i3 not 
n~y earniiii!Wi m!»,e in proportion to what h!' 
givee:-:-to the energy he is expending. If he is working 
more intensively or for longer hours, he is suffering 
more fatigue: he probably requires to spend more on 
food and recreation and perhaps on doctors' bills_ 
Workers, for inetance, who are working at iheintensity 
of w ~ factory methods usually require a meat diet, 
while more leisurely toiling E8IItern workers can subsist 
on a oereal diet. As a result, the employer will generally 
have a much greater interest in long working hours, the 
extension of overtime and increa.sed intensity of work 
than will his employees. 
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There is a further' advantage to the employer, 4t 

increased intensity of working or in extended working 
hours. It consiste in the (act that he can get additional 
econoJllies from. more. il.!tensive. 1l!Ie of his. ~chinery : 
each, m.aclIine can be made to do- more' work. To a 
c.ertain extent the same thlng would apply if he' 
employed a larger ~ber of workers in each workshop. 
llut the point where it ceases to be profitable to extend 
the use of existing plant-liy this method-by erowding 
'more men onto each machine-c6mes much 8ooner"than 
it d,oeswhen the same n1lll?-ber of men are employed 
but each man workil more quickly or stays and works 
overtime when otherwise the machinery would be idle. 
Where it was practicable to introduce a multiple-shift 
aystam-two or three working-shifts a dill insteaiI of one 
-the same eoonomy could be obtained along .with the 
employment of additional workers. But where for soma 
reason this is not praotica,ble. or where ite potentialities 
have already been exploited. the employer will find 
it an advantage to increase the ~eed of work of his 
~xisting '\Vorkers on tIleil existing shifts. rather than to 
inCrease the number of hands he employs. (The eoonomy 
of this consiste in the fact that. though flle increased 
wor~ that is .done requires more ciroulating capital 
(for IIlI!-teriam and wages) to finance it~bed capital can 
remain the same. Hence. while Profit will increase in 
no greater proportion than circulating capital has to be 
increased. it will increase in proportion to the total capitgJ 
used (circulating l'lua fixed) ; and Profit as a percentage 
of total cap'~~l will_oonsequently ri~.\And it is this fact 
which may make it profitable '!or""employers within 
limits to raise piece-rates in order thereby to induce a 
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larger amount' of work to be done: they may gain 
more in economy of plant and machinery than they lose 
in having to pay more in wages for each .. piece .. to be 
made. 

An"-1norease- in the work done by. each wor):er in this 
way will represent, in a sense, an increase in the supply 
of labour as much as will an increase in the number of 
those in the labour market who Beek employmenr.-As 

, we shall aeewhen we come to diaousa the theory of wages, 
ali increased supply will create a tendency for wage-ra~ 
to faU-in this case not necessarily earnings per hour 
but rates 'Per piece. To this extent a lengthening of: 
houm or a4 • speeding-up" of work will probably cause 
Relative Wages, orwages'as Ii. proportion of gross produce'l 
to decline.' This will mean that, although at the outset, 
a particular employer may find it ~ his advantage to 
p~er fairly high piece-rates to encourage increased 
intensity of work, as BOOn as the .. speeding-up" has 
become general over the whole of the industry he will 
begin to find it nei:essaIy ~ther to c1l,.Hltvate down or 
alae ~to employ a maller number of men.' Where the 
-~-.-- --.-- . . 
1 This will not llOOOIIIIarily be .. , If the dema.nd for labour is 

_oiontly elastio. (C!. Dalton, Imqual;,y 0/1 ........ pp. 186-7.) 
.But in this .... the e!aatjoity will ha.., to be fairly Jarge-probebly 
between If ..!d 2. The elastioity of dema.nd for labour will, in 
tum, depend on the elaatioity of aupR!L<>!.-"l'l'ita!, and it ....... 
improbeble thet the elastioity of llUppiy ore.pita! (aIlowiDg for the 
&xity of land) is in proem .. au1tioiently large to invalideta the etata. 
ment in the ten. 

• The p .......... on him to do this will oome from the foot thet the 
in ....... of output requinla more airoulatiug .. pita! to finen .. it. 
When the in..- bee become generaJ, the ooet of obtaining the 

, additidllal oiroulating .. pita! will tend to rise. The"" rata is hera _erred to, not merely the money <Me. 
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employer faceIt a particularly elastio market, this 
necessity will be Postpolled; but conversely where he 
faces a particularly inelastio markety the necessity will 
be haetened. This point has been strangely and per­
sistently misunderstood.' The traditional f~~ of the 
workers that .. speeding-up" will lead to djl!Tlli_ls or 
rate-cutting is not the. unreasonable ignorance of 
leconomio principlea that it is WiUally made out to be; 
while the .. rate-outting .. in· which employers tend to 
indulge before a piece-rate system has.been introduced 
for very long is not a wile of particuIarly villainous 
masters but is probably a noimal result of the system. 

§ S. Pmnium-BOfIm Symm.. Thensult of an ordinary 
.. straight" system of payment by results, where the 
worker is paid a straigh.J,..late..pt '-'UIluch per piece 
however much he does, is, accordingly, to create a 
situation before very long where the employer finds it 
unprofitsble to employ so many men unless he can scale 
down the piece-rates which he has been paying. Such a 
.. cutting.. of rates tends in turn to cause hostility to 
the whole system among the employees who feel that 
they have been cheated by the rates being cut so BOOn 
as they increased their eftorts 'and their earnings; and 
such hostility may defeat the aim of the employer in . 
oftering' an incentive to better work. Partly for this 
reason some employers prefer more complicated ayetema 
of . payment by reeults under which the leward for 
increased work starts high but afterwards does not 
increase proportionately with the work aone. This 
automatically _lea down the rate as individual output 
increasee. These mOle complicated systems are usually 
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called Premium Bonus Systems, and aM based on a 
.. standard time" for a givell job, with a bonus for 
.. time saved." Under the system WJ:rlch Mr. David 
Ro'\V&ll introduced in Glasgow in 1898 a' .. staIi~, 
1.im.'! n ~Jaid down for a given'piece-of work; and if the 
work is done in less time than this, the worker ~~'1:es a 
percen~ bon1!,"equaLto ~t~l?eroe~~g8< ohj.iii.~ sa~ 
Thus, if the stanilii.M time 18 10 1l0urs and theWork 18 

actually done in 8, the ordinary hourly rate for the 
8 hours is paid pZuo a bODus of 20 per cent, which 
amounts to additional payment for another 1·6 hours. 
An alternative system introduced by Mr. F. A. Halsey 
in America in, 1890 gave as a bonwr a -third. of th~ 
hourly rate for the hours saved on the standard time. 
Thus, if the standard time was 10 and the work was done 
in 7 hours, the. worker would get paid for the 7 hours 
pi .... a bonus equal to 1 hour's wage. When this system 
was introduced into England by Messra. Wair it was 
altered so as to give a hall of the hourly rate for the time 
saved as bonus, and in this form came to be known as the 
HalseJ-W air 8:!'Btem. Of the Rowan and the Halsey 
8YStenU. -the-former yields the higher actual rate and 
greater incentive-at the early 8tageS of speeding-up. 
At the point'oT a 50 per cent reduction on 8tandard, 
time the two systems aM identical, each yielding a 
50 per cent increase of earnings for what amounta to a 
doubling of .. standard "output. After this point the 
actual rate falls away faster under the RQwan than under 
the Halsey system. 

§ 4. .. X/Ulc-Bomu Syllteml." A difieleDt principle 
nnderliea the" task-bonus .. systems which are used in 
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America in connection with wider schemes of scientific 
/lIl&Il&gement. These give a substantial bonus ,to the 
, workers who attain a .cerjain "task.. or standard of 
f efficiency, the bonus )leing added to the ordinary piece­
',wage. Under the Gantt ~tem the task ie sometimes as 
severe as a doubling' of normal output and the bonus 
given ie about 40 or 60 per cent of the wage. The 
workeis who, fail to reach the standard get no' extra 

, earnings. Thie ie rather like ~<!ing a carrot before the . 
ll{!Se' of a donkey : the donkey ma.y- never reach the. 
carrCir,Diirhie progrees ie nevertheless accelerated. The 
]i:1!l~1L syst.l!n. which ie 'another variety, also lays 
down a certain ." task "; but the "task" ie usually 
not so severe, being designed for the average worker, 
and the bo!!'!8 ~_eq~yalently smaller andiuraduated 
according to the nearnees which the worker gets to the 
task., The "carrots" are here Jlmall~4Jess.J!!i.OY, 
but the donkey ie given one more frequently. 

The Taylo~_ SJlIteJn of Differential Piece-work, 
however, goes a stage further, and, in. contrast to 

\ Premium-Bonus Systems, makes the piece-rate at which 
• work ie' paid actually Nt 1\8 the -worker's speed of work 
I increases. For instance, if 6 dozen are'done in an hour, 
the piece-rate may be Is. 'I!8l" gross, but if 7 dozen are 
done in an hour, the rate will be -raised to, say, Is. Id. 
per gross. ' The advantage of thie scheme, as claimed 
by its originator, consiets in the fact that it makes 
th!Ulositio)! oCtlte slQ.w worker much worse and that of 
the quicli;.:worker. much better than it would be under 
any alternative scheme, and it coneequently tends to 
drive all slow workers' out of the factory and to attract 
to it all thl! better workere in the trade. In thie way a 
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particular employer may be able to skim oft for bimseH 
all the cre&m of the labour m&rket; and he may profi.\ 
by stalling his works with a smaller number of men 
who wotlc more quickly even though he has to p&y them 
at slightly more th&n the ncmnal rafie. But i\ seems 
to be m adY&lltage ... hich OM employer may obtain or 
even one industry, but which em liardly be gained by 
all employem a\ the same time: ·all of them e&nnut 
enjoy only the cream.. And if the system were to be 
generally adopted (in competitive indostries, at my . 
rate, as cfum.et from monopoliee) theJd!CeSBity of revising 
ra\ee in a downwanl .preetion is likely to arise 88 much 
88 in any uther system of p&ymeni by IeSOlts. 

Sometimes collective bonoaee have been advocated, 
and in ODe or \Yo cases the method has been adopted. 
This is particulo.rly appropriate where men are working 
in .. ganga" and i\ is ili1IicoIt to aaaeea \he speeific 
contnlmtion of each man, as for jogta""" with boiler­
makem' riveting ganga. An eumple of i\ is the Priest­
man System, introduced by Meesm. p.jest.map of Hull 
in 1917. UDder this the ~ .... paid 88 basis_the: 
mdinary Rme-rate, a gronp-bonos is given propoltional 
to the aJIlO1Illi by whidI. the output of the ... hole group 
has been inereaaed beyond a given IUIlOIIIli, and this 
bonos is divided &oaa to incmoae each man's wages in 
the same ptllJl'O'dion. 

§ 5. Tie I'VU <I p~ by Bault6.. One migIn be 
inelinedtowoDderat fi.mhigli\ "!YPY!!'!'" by JeSOha is 
no\ 1IIliwmilly adopted if, 88 appears, ~ is of such 
advanage te emp1oyem; aod a is I'!f!II!DVm to hear 
ita e:deD&ion advocaled 88 a J'8"N"'R 1m high _ aod 
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low output. It is true that there is a considerable area 
, of industry, principally ia the engineering trades, over 
which a battle is continually being waged concerning its 
extension, the employeraurging and the trade unions 
resisting. But it is also true that there are a large number 
of trades where its introduction would not be practicable 
and where the employers do not desire it, just as in other 
industries, as for instance cotten, the trade unions do 
not oppose but quits readily support the system. . 

l'ayment by results will ~early be to the greatest 
advantsge of the employer where the rate 1)f work 
,depends primarily on the worker himself and on the 
speed at which he chooses to go, as fOr instance a tunier 
'at a lathe or a coal-hewer. On the other hand, where the 
~te of work is mainly governed by the speed. of. the 
machinery and" the worker does little more than keep 
pace with the machinery in & series of more or lees 
routine operations, it may not make very much diJIerence 
to the employer whether he pays by piece or by time.' 
In the Ford works, for instance, the fittere m~ly attach 
certain screws and bolts as a continuous travelling car­
riage paaaes them, and Mr. Ford consequently prefers to 
pay.everyone by tune and Dot on piece-rates. In such . 
cases it may even be the worker, rather than the 

. employer, who plefera 'Piece-payment, so that if he is 
.. speeded up OJ he may get some recompense for the 
extra strain. In certain types of work quality may be 
more important than quantity. The worker, if he has a 
monetary interest iIi quantity, may speed up his 
work to the detriment of quality and turn out inferior 
and .. shoddy" work. The employer, it is true, can 
reject definitely bad work and refuse to count it; but 
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this leads to disputeS and ill-temper, and can usually 
apply only to the worst cases, and will not materially 
raise the average quality of the work that., is turned out. 
Noone would suggest that a gardener shonld be paid 
according to the number of geraniums he plants, the 
chef according to the ste&k& that he grills, the ploughman 
according to the ~ws he drives. Again, 'where 
supervision of work is easy, it may pay the employer 
better to incur the cost of additional foremen and super- , 
visers and to .. speed up " through their iDfIuellce, than 
to pay the workers extra according to their results. >In' 
80me cases, indeed, one finds a system of bonuses to 
foremen proportioned to the results of the whole shop. 
Under one form of the Cost Premium System a standard 
labour cost is assessed for a whole job, and where the 
aotusJ. cost falls below this the foreman is dredited with a 
proportion of this aaving. At ani rate, it is far from 
true that every case of low output and high costs' is 
curable by an extension of paytnent by results. As 
a reCent wnter 'on the subject has Said, "It is being 
recognised more fully to-day (that)· output can be 
inJIuenced by many factors, of which workers' etIorts 
form but one, and ~t onl! possibly not always the 
most important.'" 'tow output may be due to faults of 
management, to insufficient of intermittent Supply 
of materials, tools, or appliances, to bad co-ordination 
of ditIerent parteof the production process, with resulting 
delay! and congestions, to machinery being unsuitable 
or out of repair, to the work of the office and the drawing 
room being inefficient. Payment by results will not 
enable the employer to remedy any of these. 

1 Powell, P.,...., by lIuWII. l' 67. 
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Payme!lt byresulte will be most practicable I\Ild 
easiest. to handle where the work is of II standardised 
character and falls into regular " pieces" which can be 
easily measured. and are the same from w'll'k to week. 
But wherethe work does not fall into easily measurable 
" pieces," or where ite character is continually changing, 
the system will be more complicated to operate, as in a 
foundry where a large ;number of difierent types of 
castiDg may be made and these difierent types change 
from day to day or week to week. It is in these cases 
that hostility to the system on the part of trade unions is 
most likely to arise. The. aim ot a trade union, as we 
shall see in a later chapter, is to improve the earnings of 
ite members by bargaining tioUectiwZy, or as a· group, 
with the employer over wage-rates. Where the work is' 
standardised and regular, piece-rates as well.as time­
rates can be fixed by direct bargainlng between the 
trade unions and the' employers; the rates foi difierent 
types of work being drawn up in what is called a "-price 
liet," agreed on betweed the two sides and posted in the 
workshop. \ Such;: pnce !iSte "exist in a large number of 
trades such as the textile and the boot and shoe 
industries. Even hOl!', 01 course, certain difliculties of 
interpretation· and oonsequent disputes may arise in 
deciding into which of the various categories a particular 
job may fall; and in such cases some impartial arbitrator 
may have to be called in; or as in the ootton industry 
where the piece-liste are extraordinarily complicated the 
eMployers may decide to leave the decision to trade 
wiioD. officials, who in this case are specially appointed 
for the purpose. But where the work is very varied in 
character and new tl'Pe8 of work are 'Ilontinualiy arising, 
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standardised price-lists are Dot possible and piece-rates 
have to be settled for each job separately by a direct 
bargain' between the management and the individual 
worker. Tll:e fact that in the engineepng trades piece­
rates are fixed in this way by what is known as the 
meth,od _o( .. mutuality," instead of by piece-lists 
collectively negotiated and agreed upon, is in the inain 
responsible, no doubt, for the greater opposition that is 
put up by the engineering trade unions to the extension 
of payment by results than is found in other trades. 
During the war the difficulty became specially great­
owing to the large number of new types of work that 
were being continually introduced, and also owing to the 
.wholesale promotion of unskilled men onto skilled jobs 
(known as .. clilution "). In each case a new bargain had 
to be made as to the rate between the worker concerned 
and the management; and it was in order tQ introduce an 
element of .. collective bargaining" into the settl~ent 
~f sUch rates that the custom spread in the engineering 
,an~.furnishing trades for the workers in each shop to 
elect a shQP steward who should act .. their spokesman 
to the manageme~t, all<1:ior t,Ile various shop stewards 
, in tUrn to oome together in a workS co~ttee, Where­
such eases'arise in which it is not possible for a trade 
union to fix piece-rates by collective bargaining, it is 
p.ow fairly oommon to exact a safeguarding condition 
that piece-workers shall'not earn less than the prevailing 
time-rate. This is done in the engineering trades. 
Frequently it is urged that piece-workers shoul4.'be 
guaranteed more than the normal time-rate, namely 
.. time-and-a-qua.rter," or .. time-and-a-third," sinee 
men on piece-rates usually work at a greater intensity 
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than time-workers. and the former may be suffering an 
injustice if they are receiving no more than the latter 
while in practice doing more work. . 

Over a certain field of industry. accordingly. one finds. 
88 one would expect. a sharp difference of interests on 
the matter. The employers. on their side. complain 
of low output due to me1licient work. in some cases 
complaining of deliberate "~:. cauny ..... O! .. going 
slow" and the discouragement of the quicker workers 
~y-the weight of opinion of the mole indolent majority. 
The trade unions. on their aide. in addition to general 
grievances about" rate-cutting .. and excessive" speed­
ing-up." oppose the system as tending to substitute 
individual for collective bargaining and to weaken their 
own position; In such cases the chief reason for the 
persistence of time-rates is the opposition displayed to 
piece-rates by the trade unions: where the union is 
strong the employers may be unable to introduce the 
change without a test of strength in a strike or a lock-out, 
or they may feel that the gain of a change is outweighed 
if it illvolves bad feeling and continua! friction and 
disputes. 

§ 6: Su1rContracling. In cases where the workers are 
weak and unorganised a system of payment by results 
1IlBy hold the door open to numerous methods of 
axploitation. if only for the reason that where the method 
of payment is more complicated. and where it is such 88 

to encourage the worker to accelerate his speed of 
work. there is more chance of advantage being taken 
of the worker's iguorance and weakness. In the old 
days abuses of this. kind attached particularly to a 
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system known as .. sub-contracting" which was then 
fairly common. Under this system, which was really a 
survival from the Domestic System before the coming of 
factories, the capitalist would give out work at a certain 
price to a small man or gang~master or sub-contractor, 
who then, in turn, employed workmeli on the job. The 
sub-contractor secured his profit by getting the work 
done at less than the price at which he had contracted 
with his employer; and as a result he had a special 
inducement to reduce the wages he paid to a minimum. 
If the employer "beat him down," he in turn would 
" beat down" the wage he paid to those he employed. 
The working of a mine was often given over at a price 
to a "butty," as he was called. In the tin mines of 
Cornwall the working of a mine was often let out to a 
.. gang-master ", on what was called .. tut-work " by a 
process of "Dutch Auction," under which the pri~ 
started high and the job finally went to the Jowest bidder. 
In the middle of the nineteenth century a large amount of 
the work of railway construction was done on a basis of 
sub-ilontract. To-day there are still certain survivals of 
this. In the Midlands coalfield the .. butty" still 
survives in the shape of the hewer who gets a certain 
" stall" allotted to him when a coalSe&m is opened up at 
a certain price per ton for'the coal he sends out from his 
.. stall." He, in tum, employs assistsnts, often at day­
rates and not piece-rates, to help him in working the 

, .. stsll." But to-day the rates both of the .. butty " 
and his asaistsnts are as a rule carefully regulated by 
trade union agreements; although apparently there is 
not infrequently some .. oiling of the palm " to secure the 
allotment of the most favourable" stslla." The system 
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also aurvives in a large number of the amall hand trades, 
such 88 the ciothing trades, where 'work is given out on a 
lub-contract basis, and it is here that some of the wora~ 
cases of " sweating .. are generally found. The economist 
McCulloch- once praised the Bub-contract system in 
flamboyant terms. .. It is in truth," he said, .. the 
broadest, the easiest, and. the safest of the various 
channels by which diligent, sagacious and frugal individ­
uals emerge from poverty and attain to respectability 
and, opulence. Those who thus rise to distinction may 
be emphatically said to be the architects of their own 
fortunes. They owe nothmg to interest, to favour or to 
any unworthy means." But to-day it is generally 
recognised that the system uulesa carefully hedged with 
safeguards has possil?@i8!..-oUo~i~er,,!>lu\vil. .As 
trade unions _ have developed they have ueuaJ1y been 
hostile to the system and have often sought in the 
introduction of time-rates a safeguard, against pOBBible 
abuses. • 

§7, WeighingandMeasurmg. There are two particu1ar 
ways in which a piece-worker, unsupported by legal 
safeguards or by a trade union, may be an easy victim 
for -an employer or Bub-contractor or foreman who is 
-ready to take advantage of the weakness of an employee. 
The worker may have undertaken work on a verbal 
understanding as to the rate. When pay-day comes he 
may -find that his pay has been Calculated at a lower 
rate. Or, again, he may find that in the weighing. or the 
counting of his work he has been credited with a amaller 
quantity than he thinks that he has really done, It is 
his word against his employer's; and if the employer 
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sticks to his point, the worker baa no evid~ce that he is 
right and no!edreas. If the worker throws up the job, 
the employer can probably get another quite easily to 
fill his place; and if the vacancy cannot be filled quickly 
the employer loses only • little profit, whereas the 
worker feam that he may fare no better elsewhere and 
that he may be unable to' get other work'.&t &II. 
Frequently more subtle ismee may &rise over the precise 
character or quality of the work that was ordered or 
over the interpretation of .. bad work." 

To deal with this a whole &eriee of Acte of Par_ent 
have been passed. As far back &8 1824 an Act provided 
for the use of a .. ticket .. to be given out to the worker 
with each piece of work, stating the char&cter of the 
work to be done and the piece-rate to be paid for it. 
This .. ticket " was to constitute legal evidence in any 
dispute, but ita use remained optional for an employer. 
In 1845 the use of .. tickete .. W&8 made compnlaory in 
the hosiery trade and in silk weaving, where there had 
been much compl&int of abusee in this respect. The 
Factory and Workshop Aot of 1891 made the 'giving of 
written particnlara of work compnlaory in &ll textile 
factories; in 1895 the Home Secretary W&8 empowered 
to e:dend this obligation by apeci&l order to other 
trades; and in 1901 it W&8 made geuer&lly compnlaory 
for employere in giving out piece-work either to poet 
a list of rates in a prominent place or else to issue a 
.. ticket .. of particnlara with each piece of work. With 
regard to the measuring or weighing of the work done, 
the miners in 187:1 secured the right of appointing a 
U check-weigher" elected by the piece-workers in a 
Dline and paid b:r them to represent the men when the 
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weighing of rubs WB8 taking place at the pit-head. But 
this-nominal right WB8 only a beginning: there were 

-lVl'YB in which a mine manager could hoodwink the 
.. interfering" check-weigher, if he desired, or even 
exert pressure upon his election. Later legislation, 
accordingly, provided th8t the check-weigher's rights 
should 'be actual as well as nominal. He WB8 to have 
.. every, facility a:florded to him for enabling him to 
fulfil the duties for which he is stationed," while on the 
other hand it was made illegal for him to impede the 
working of the mine or to interfere with the weighing. 
By an Act of 1894 it was made an o:flence for an owner or 
manager to exert .. improper influence" on the election 
of a check-weigher, whether by threats, bribes or dis­
miesal, or to refuse to give,facilities for such an election. 
Finally the Act of 1919 provided for an extension of the 
system to other industries-to iron and steel founding, 
casting and rolling, to the loading and unloading of 
vesselS( to chalk and limestone quarrying, and to cement 
and lime-working. _ The Home Secretary was further 

, empowered to extend the system to any other trade that 
he thought fit.' An important new clause in this latest 
Act made it neceseary for the employer to give" reason­
able notice" to the check"weigher of the time and place 
at which the weighing WB8 to take place. 

§ 8. TrocTc and Deductions. Another respect in which 
advantage may be taken of the weakness of an unorgan­
ised worker is in 'various kinds. of deductions from his 
wages. These deductions may take the form of fines for 
b~d ,work or bad time-keeping or indiscipline, or they 
maT be on' lICCOunt of materials or tools supplied. 
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Where the employer owns a shop or a canteen, runs a 
benefit club, or rents a house to his employees, he Dlay 
deduct th~ value of what is purchased at the shop, _­
the club fe~, or the rent of the- house, from the wageS 
that are paid, handing over only the balan~ in actual 
cash. In the early factory towns this practice was quite 
common, gaining the name _ of the Truck System, and 
frequently resulted in considerable evil and abuse.' 
Sometimes the employer wonld pay the worker entirelY( 
in kind, instead of in cash ; and if the foodstuffs -in 
question were of poor quality, were of little use to him, or 
were of less value than the wage he had contracted for, 
the worker had seldom any redress. In other cases the 
employer might pay part of his wages, not in cash, but in 
vouchers or orders on a neighbouring. "tommy-shop," . 
as it was Called., owned by himself or a Confederate; 
and if at this shop the worker was charged exorbitant 
prices or given shoddy goods, he had no freedom to go 
elsewhere unless he abandoned his employment, Since 
the middle of the eighteenth century legisIation had been 
in force providing that wages should only be paid "in 
good and lawful money of the kingdom"; but the 
legislation remained a dead letter. The first serious . 
attempt to deal with the evil was the Truck Act of 1831. 
This prohibited any contract which made the worker 
agree to take his wages in any other form than cash, 
or bound him to spend his wages in any particular way, 
and forbade deductions from wages on account of fines. 
A later Act in 1887 prohibited entirely the payment of 
wages in the form of orders for goods on tradesmen, 
and made it illegal for a master to dismiss an employee 
because he did not spend his money in a particular way. 
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The matter of deduotioWl from wages for fines and tools, 
ete., was finally dealt with in the Truck Act of 1896. 
This Act, in distinction from that of 1831, lega.lised 
certain deduotioDs of this kind, provided notice had been 
given and displayed publicly of the items for which such 
deductioWl should be made. The position, therefore, 
~ it emte to-day is that payment. of wages in any other 
I form than cash is illega.l, as is also any compulsion on the 
: worker as to the way in which he spends his wages. 
It is also illegal (by the Shop Club Act of 1902) for an 
employer te make it a condition of employment that the 
worker should join any particular .. shop club" or 
friendly eociety or private benefit olub of his own. On 
the other hand, deductions from wages on account of 
rente, of teols and materials supplied, and of disciplinary 
fines are allowed. In some of these instances there etill 
remains room, therefore, for an employer who desires to 
.. nibble" by indirect means at the wages he pays to do 
so; and the extent and character of such deduotioWl 
remain a subject for quite frequent disagreemente and 
disputes. 

§ 9. Profo-s1/Ming. Some employere, in addition to, or 
instead of, ordinary systems of paymentJby resulte, 
favour a system known as profit-sharing ~~~eaim of 
stimulating. a collecti."e. spirit among tbe workpeople 
fl1o'll'ourableto . greater output, and of giving to the 
employees a finanoiallntereet in the sUcceea of the firm. 
Sometimes the system is coupled with some oo-p~er­
ship scheme under which the employees are given special 
facilitieS for taking up sharet in the busineea and are 
,given a small degree of rep1esell~tioll on the Board. 
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Not infrequently a further advantage is hoped for from 
the scheme in detaching the workers &om a ~e won' 
and freeing the management from the eoDStriction of 
eolIective bargaining and possible ~ea. An early 
iDstance of this WB8 a scheme intiodueed by Henry 
Briggs, Son AI Co .• colliery owners of Normanton, in 
1865, together with special shareholding privileges and 
a "!'&t on the Board of Directors for a workers' repreeenfa.. 
tive. A eondition 11'88 made, however, that in order to 
receive the profit-bonne the employees IIl1IIIii abandon 
membership of any trade won; and when later a strike 
waa declared against a wage-reduc:tion the bonus was 
discontinued. In this case the right of the men to 
receive the bonus 'WII8 not legally eeteblished. but reeted 
at the will of the shareholdere. Meeers.. Foz. Head AI Co •• 
iron IIWl1Ifacturers of Middlesboro. introdueed a simiJar 
scheme in 1866. Fifteen years previous in France the 
Com1"'ll'* If Auurmtcu Ger.m.lu had introdueed an 
interesting form of deferred profit-Bbaring with the 
expII!SII object of preventing other fi.rme from ~ 
away ito best employees by ofiere of a higher 8aIa!y. 
This profit-bonus was not paid out immediately, but 
was accumulated in a ProYi~t Fund and then paid in 
an accumulated bonus to every employee of 25 years 
.,tanding or over 65 years of age. A more recent instance 
in England is the well-known scheme of the Sontlt 
Metropolitan Gas Company. introdueed in 1889. as an 
inducement to teJminate a strike, and eontaining 0rigin­
ally a condition ~t those participating in the scheme 
ahould not be memhere of a trade WOD-il eondition' 
wbicla baa since been abandoned. 

The ground COYered b1 such sch_ in this eounb)';' 
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not very wide, although some increase has been shown 
since the war. In 1925 there were 252 schemes in opera­
tion covering 190,000 employees. On the average the 
profit-bonus amounts to some ~ per cent of the worker's 
wage, and seldom exceeds in an 10 per cent of the total 
profits. About 250 schemes had also been started at one 
time or another and subsequently terminated. An 
advantage frequently cited .for. the system is that it 
limplies the imparting of information concerning profits 
to the workers. But apart from this, profit-sharing 
seems to amount to little more than a particular form 
of bonus systems of wage-payment-& collective bonUs 
BBBessed, not according to the results of a particular 
workman or a gang of workmen, but according to the 
finatcial results of the whole concern. In some respects 
it is less likely to achieve its desired results than other 
bonus systems of payment, since the bonus is less directly 
rela~ to the worker's 0.wn effort, and is consequently 
likely to act as a 1(eak~r incentiye to him to increase his 
exertions, depending as it does on several factors outside 
the workers' control, such as financial circumstances, the· 
stete of the market aDd the e1Iiciency of the management. 
In 80 far as it is successful in its aim it will be successful 
for precisely the same reason ,as is any other bonus 
system-for the reason that .it increases the, ~ty 
of work and the productivity"ef labour, and so increases 
gross produce to a greater extent than the bonus which has 
to be paid away. If it is expected to do more than this, 
the hope must be based on the additional aim of attach­
ing the worker more closely to a particular firm and 
freeing the employer from Bome of the restraintrr of a 
ooUective bargain b1 saPPIDs some of the strength of 
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trade unionism. And it is because they suspect such an 
aim to be present in most profit-abaring schemee, 
explicit or implicit, that ~e unionsoommonly show 
~ostility to such proposals. 

In all systeJns of wage-payment, however, whether 
profit-sharing, difierential piece-rates, premium-bonus 
systems or plain piece-rates, the moet important question 
in judging its results for employer and employed is thel 
basis from which it starts; and this clearly may difier I 

widely from one case to another and according to difier­
ing cireumstancee. In judging whether a piece-rate is of 
benefit to a worker, it is not suJlicient to know that it 
gives a 10 per oent increase in wage for a 10 per oent 
increase of effort. H the initial wage is low relatively to 
the effort involved, the worker may be getting only a 
few penoe extra for increasing his labour and his output 
by a large amount. In the case of premium-bonus 
systems everything will depend on the .. standard 
time " that is set. H the standard is set severely at the 
speed of the fastest man, only a few will be able to 
achieve the task in less time and only a few will enjoy the 

. bonus. H the" standard time " is leniently fixed, many 
workers will attain a large bonus without much additional 
eftort and will enjoy high earnings in proportion to the 
work they do. Similarly with profit-sharing, the basic- \ 
wage which the worker receives is probably more· 
important than the amount of the additional profit,. 
bonus he gets. H an employer pays £10 a year to each 
man 88 bonus, but at the same time manages to reduoe 
wages by 4a. a week all round, his total wages bill will 
be no greater than before and the scheme will be oosting 
him nothing. And it is fOf this reason that we may6.nd 
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a trade union displaying hostility to what a8ems primo 
JaeiI an attractive anel remunerative scheme, if they fear 
that in accepting the scheme some of the righte and 
the _ possibilities of collective bargaining over baaic 
wage-rates will be weakened or endangered. 

§ io. Hour, oj W (Wk. Formerly employers tended to pay 
more attention to extending the h011lll of work than to 
incre&sing the intensity of the work done in each hour. 
True, they attempted to do the latter as well as the 
former by the influence of an overseer. But a hundred 
years ago, when it was quite common for h011lll of 
work to be over 13 and even to moch 16 homa a day, 
they generally neglected the fact that the pursuit of 

. long hows by imposing excessive fatigue on the workers 
definitely undermined the other aim by reducing the 
ability of the worker to work at an intensive speed. 
Of comas; to Bome extent the matter is a .. vicious 
circle .1l.: when workera _ unused to factory methods 
and to intensive, disciplined work, the employer will be 

. inclined in his search for increased profit to lengthen the 
homa of work, and in tum these longer houri will reduce 
the physical and mental ability of the worker to maintain 
the strain of working at a higbspeed. The Bom~y 
cotton operative to-day, for instance, while he works 
much longer homa than his Lancashire comrade, works' 
at a very much slower speed and does much less in a 
single hour. Towards the end of the nineteenth oentury, 
however, it began to be realised that there was an 
.. economy o! sh0rtet:!J.0\U8-"· as much as an .. economy 
of high wages." Like the latter, the former, of course, 
onl)" opera~ ~ -" ~oint. SOlDeauthorities have 
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placed the pp'~mu_the length of working day which 
yields the highest output, not per hour, but for the whole· 
day_t 8 hours; others regard the optimum as being at 
about 81 or 9. This will clearly vary considerably in 
difterent industries according to the nature of the work 
aud the strain it imposes. Where a shortening of hours 
facilitates an improved shift system, the optimum may 
be as low as 6 hours, as is Lord Leverhulme's suggestion. 
But the fact that it is low in one trade does not necessariIy­
prove that it will be similarly low in others. It is fairly 
oertain, however, that in most trades an exteIjSiou' 
beyond 9 hours will lower rather than increase the total 
output that the employer can obtain. This was shown 
particularly during the war when in the munitions trade 
hours were increased and holidays cut down in the 
attempt to increase output. But it was sGan discovered 
that this was merely defeating ita own end, and a rever­
sion to shorter hours of working with the res1:bration of 
holidays was made. ' 

Generally, therefore, it will be much more to the 
employer's interest to find ways of speeding up work \ 
intensively' than to lengthen hours.' If he lengthens 
hours he has to expand his wages-bill proportionately 
while the output is not increasing in the same proportion, 
because the efficiency of work in the extra hours tends 
to decline, and the longer working day by producing 
fatigue even tends to react on efficiency in the 'earlier 
hours of the day as well. But by the alternative method, 
even on a piece-rate system where the rate is not" cut," 
the wages-bill will only be increased in the same propOl-' 
tion as output is expanded. As a result, employers on 
the whole and in the long run have-not been unwilling 
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to accede to the trade union demand for a shorter work­
ing day; and to-day in the majority of tradee the normal 
working day is limited by collective agreement between 
trade unions and employers to 8 or 9 hours. If a worker 
is employed for longer than this, he has to be paid for the 
extra hours at a specially high .. ..ov:ertime " rate, which 
makee it as a rule .unprofitable for the employer to 
work him .. overtime" except for some epeciaI reason. 
In certain cases, as in the building trade, it is part of the 
agreement that a particular employer who wishee to 
work .. overtime" should first obtain consent from the 
local trade union secretary. In the majority of cases, 
however, where the trade union hila secured a reduction 
of llours it has been cmstomary for the union to ineist 
on a raising of the hourly ratee SO that weekly wagee as 
a result of the shortened hours shall not decline. This 
takee away from the employer some of the advantage 
which the shortening of hours givee; but the trade 
unions support the claim by contending that, if the result 
is to be an increased output per hour,..the hourly ratee 
should equivalently be revised. Apart from legia1ating 
in the interest of women and children, the State .has 
taken little part in limiting the hours of labour; although 
in most casee where men and women are employed in 
the same factory a limitation on the hours of the latter 
has automatically limited also the hours which the former 
can work. The exception is that of coal mining, where 
hours underground were limited by law in 1908 to 
8 per day. and to 7 hours in 1919, since when the limit 
has been subaequently again raised to 8; while shop 
asaistants have also been afiected by the ShO}Hllosing 
Acts. But apart hom this, legal limitation on the hours -
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of male workers, though constantly discussed and 
suggested, has not 88 yet APpeared in this country; 
and auch shortening of the working day 88 occurred in 
the fifty yeara before the war was arrived at in the col!""' 
of collective bargaining between employers and trade 
unions and embodied in collective agreementa between 
the two aidea. In the yeara succeeding the war houra 
were reduced on the average by some 10 per cent in this 
way. But it is noteworthy that in the last year or two '" 
certain desire has been manifeated by employers in 
certain industries to revert to longer houra of working, 
and proposaIa have been made for revising the limit 
which had been nxede previous e.greementa. 



. CHAPTERIV' 

THEORIES OF WAGES 

. § 1. '. OlaBrical TheorY. The early econollliJ!ts 88 a rule 
held a very rigid and d~finite thePry of wages. Wages 
consisted. of the :\,rice at which the commodity labour­
llower W88 sold on the market; and, like any other priQe; 
the variation of wages was; governed by certain very. 

. definitll economic laws. These laws, which their t)teory 
was designed -to expound, were ~ded to state a 
connection, or a .. casual " telation, between 'WageS and 
certa.in other conditions existing in the labour ma.rket ; 
and if you knew how these other things were likely to 
change, you could calculate how wages 'lfould change : 

. you could be B1ll'8 that wages would not aJter (at least 
in the long run) unless DBe of these other conditions 
a1~ first. As in mechanics a certa.in equilibrium of 
an object is not" arbitrary," in the sense that it can be 
shifted at the whim' of the moment, but is a resultant 

. of a number of me~ca1 forces, so in the labour' 
market there was assumed to be a certaUt equilibrium; 
lavel of wages, closely determined by a. number of 
economic fo~a level only to be altered if these other 
determining forces could first of all be made to move. 
Only in recent times have aerious doubts developed 88 

to whether the conditions on which wages depend may. 
70 
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not' be more complicated, and less easily explicable by, 
. an easy mechanical formula-whether changes in wages 
may not ,reaot on' these so-called "determining" 
factors as much as these latter influence wages. 

§ 2. The Subsistence Theoty.-The earliest theory that 
we find was in some ways the simplest of them all. It 
stated that the pn~o!.!acb0'E depended .. .on 111n.ub­
sis~ence of the labouxer. It equalled the aID!>unt of 
commodities. necessary to feed' and clothe a worker­
anli his family: it r.epresented simply the "cost" to., 
society of ." enabling the labourers to subsist and to 
perpetuate their race" (Ricardo). This implied that 
what the worker received under a wage-system was the 
same. as what he received under slavery or serfdom­
in each case enough to cover the labourer's " wear and' 
,tear." Indeed, some writers followed Adam .BmitIi. in 
t,hinking that "though the wear and tear of a free 
servlint is eq~lly at the expense of his master, it 
generally costs Aim much less than that of a slave," 
because the free labourer would be more frugal and. 
economical in arranging his. own 'diet than would an 
overseer who managed the feeding of the slaves. At 
the same time the labour oi a free labourer would. pro­
bably be more efficient and productive. It also followed 
that if the price of necessaries increased or decreased, -
money wages would be bound to follow before very 
long; and if a tax were imposed on wages, wages must 
rise by an equivalent amount and the burden of the tax 
in this way be thrown upon the employer. 

The reason for this " law" was considered to rest in 
.the supplY 51f lallour. If ';ag~'were higher than what 

• 
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was necessary.to maintain the supply of 1I>bour, then 
· wprkel!l would have larger families and the labour. 
supply wquld increase. With an inc~ labour supply 
there would be more eompetition for the employment 
available, so that wages as a result w_ bound to fall 
again.. Conversely, if wages were below the subsistence 
level, 'cihiIdren would die off or never bebom, which 
would result in a decreased labour supply in the next 
generation, so that the increased competition of masters ' 
'fOr the smaller number of workers would raise wages 
~. ~t was a case of mechanicai, equilibrium: like 
the' pendulum of a clockr any disturbaice from the 
.. pormal" position brought into- play forces which 
would bring it back to .. normal," again. Things might 

· take some time to settle, down in the equilibrium­
.. market price" for some time might 'fluctuate about 
.. normal price· ,but given sufficient time the equilib-
rium would be restored. , 

It does not seem improbable that in an early stage of 
a ;lVag«Hysteni this law approximately eppUes. But it 
probably applies rather because· of the continual inflow 

· of new labour' from the countryside to seek employment 
in the towns, as the·result of village poverty, enclosures, 
agricultural changes and destruction of handicrafts, 
than of any .. natural" law governing' the "growth of, 
population and continually keeping wages from.rising 
above subsistence. In the light of modern. experience 

'thm) is certaplly no warrant for assuming that popuJa. 
.tion will autematIcalIy increase 88 wages rise;- although 
here also the alleged· connection between' wages and 
population ·may be approximately eorreet when applied 
.to workers ~ a very low standard of life, who b_us8 
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of their poverty are improvident of the future and whose 
families are only precluded from increase because their 
children die of Iilaln1J.trition. 

§ 3. Fr/¥m Ricardo to Man. But the exponents of this, 
.. Subsistence Theory ·themselves made one admission 
~hich really undermined their .theory as a complete 
explanation of wages. Ricardo, for instance, main­
teined that habit and custom were instrumental in, 
determining what was " necessary " in the workers' diet.' 

. In the "aubsistenca level" to' which wages were sup-. 
posed to adapt themselves was ,included, not only bare 
physical necessities, but also a modicum of " comforts," 
as well. The reason fot this, although not very clearly 
stated, was apparently a double one. The lVorker, 
having grown accustomed to certain small comforts 
such as a glass of beer and a pipe o~ tobacco, would 
dispense with physical necessities rather' than with 

- these, if his wases were reduced. Habit, in other words, 
makes these' comforts into "conventional necessitiell,'" 
Moreover, in so far as the worker made any -economic 
caloulations iri' deciding when it was politic to marry 
and how large a family it was safe to have, it was the 
standard of life which he thought to be necessary that 
entered into his decision. 

To admit. a -variaQle quantity 8uch as habit .into the 
equation was to make a considerable hole in the apparent 
oompleteness of the theory. Jt meant that. the equation, 
only held good 80 long as one took habit and custom for; 
granted, and /J8sumea a certain level oL conventional 
necessaries as entering into the ,subsistence level-. 
assumed " habit" to be a. " constant" in ~e equation: 
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W!len habit changed, then one had te admit $at there 
'would be .a ~equilibrinm te which wages would adapt 
themselves. The theory applied ouIy te a particular 
time and a particular Bet of habits. It eouId say that 
wages changed when habit changed. But it could not 
explain such changes: a change of wages might came 

. a change of habit because the new wage-level made 
wage-earners. JLCCUStcmed to a difierent standard, as 
much as altered habit caused an altered wage-level; 
and- on this theory, consequently, there was no limit 
beyond which wages might ~ot rise; 

Ricardo realised this and tried to provide for it in a 
second part of his theory. As long as the economio 
world was in Il stete of movement and progression, 
capital was continually aconmuIating and industry 

-was expanding. HenQe, in these conditions the demand 
for labour was tending te increase faster than the supply 
of labour; and this oreated favourable conditions for 
the .. market price" of labour te rise. As wages rose, 
new habits were formed in the working clase, introducing 
new comforts jute their standard of life. When the 
accnmuIation ofc:apitai and the expansion of industry 
slowed down, the conditions favourable te a rise in 
wages would come to an end; but by this time tha 
standard of life which was coJisidered .. necessary " had 
grown in the interim by change of habit te be higher 
than it was before, and a new equilibrinm might be 
created on a higher wage-leveL Ricardo was quick te 
add, however, that habit coulct be revised as easily.in a 
downward as in an iip,!ard direction,. and that it 
usually sustained ouly a weak resistance te such revision 
-te the. tendency for the supply of labour te increase 



THEORIES OF WAGES 75 

and to, reduce wages again.- ~_~bsistence theory.", 
therefore, still h!ld ~()d as!!,':~~ili:-" tA.e.ory, providing 
an equilibrium when change had slowed down to a 
standstill and had been stationary for a sufficient time 
to allow the equilibrium to be reached-like a game 'of 
musical chairs, where there is no restmg place so long as 
the music continues and equilibrium is only reached some 
seconds after the musio has stopped. As long as change 
continued, all was a fiwt in which each pm depeqded 
equally on every other part: when movement "ceased, 
the subsistence theory applied. The main hope of work· 
ing·class improvement lay in ever'maintaining the pace 
of capital accumnlation and industrial advance. 

When Marx, however, stressed the influence of this 
factor of habit and custom which Ricardo was inclined 
to treat as predominantly a short-lived influence; _ the 
whole theory assumed, at least in its practical implica-

, tions, an entirely new form.. Marx followed Ricardo 
in thinking that the market value of labour tended t6 
equal its physical ~ubsistence in BO far as labour was 
similar to any other Commodity; but at the same time 
he pointed out that labour. and its value, dlll'ered from 
other commodities in the importance which the .. his· 
torical or Bocial elemen~'~had in affecting its supply and ' 
its price. Consequently he maintained that" the value 
of ,labour •.. is formed by two elements-the one 
merely physical, the other historical or Bocial. Its 
ultimate limit is determined by the 'Physical element: 
that is to say, to tnaintain and produce itself, to perpet­
uate its physical existence. the working _ olass must 
receive the, necessaries absolutely indispensable for' 
living and multiplying. • • • Besides this mere physical 
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element, the value of labour is in every CQUntry deter­
nrined by a trtJditVmal8tafttlartl of life." It W88 this latter 
iDfluenee which explained the coDSiderabIe difierences of 
wages between difierent countries, between difierent> 
periods aDd eveil. between difierent districte in the same 
OO11I!try. This ataDdard could be advanced at periods 
when conditions of supply aDd demand favoured the 
wage-eamer; aDd it was this which gave to trade unions 

> their functions in collective bargaining over wages. 
> In praetiee, therefore, he concluded, .. the matter 
resolvee itself into a queetion of the reepective powell! ol 
the 9Ombat&Dta.'" W agee-were ouly determinate in so 
far 88 aD extreme upper aDd a lower limit were con­
oerned: between theee limite they were merely a matter 

> of cUBtom aDd bargaining power. 

§ 4. TM W~Ftmd T'-ry. It was 88 a natural 
>transition from the Ricardi8l! theory, rather thaD 88> 
aD alternative to it. that there developed what Prof. 
C8DD8D has called the S.upply aDd Demand Theory.­
To this view there was no rigidly fixed level ol wages : 
there was a continually changing level which at aDY one 
tinle was always a definite reeult&Dt ol two forcee-the 
demand for labour ~m the eide ol employ818 aDd the 
supply of labour which was competing for employment. 
The latter col)Sisted in the number of the working 
popUlation, aDd cOnsisted also (although the exponents 
ol the theory never eeem to have noticed it) in the 
amount ol work which each worker was willing to do. 
The demaDd for labour, on the other hand, ooDSisted 
in the amount of capital which capitaIists were willing 

• Yalw, Pri<e aM iroA Ed. EIoaaor AveIiDg. po 86";:- > 
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~ layout in the form of .. wage-adva.ncea "to workers. 
'l!hia was oaIled the .. wages-fund"; and consequently 
this form of the Supply and Demand Theory was given 
the name of the W ages-Fund Doctrine. 

LUnder any given eet of circumstanoes, accordingly, 
. the general level of wages could never be di:fferent from 
what it was. If one group of workers by legislation or 
trade union action secured an advance in wages, this by 

. absorbing an unduly large part of the wages-fund must 
leave less available for other workers, and Bo-Ieav6 
these others with lower wages or cause them to be 
unemployed. Conversely, if a group of workers were 
forced to accept an abnormally low wage, this; while it 
was to be deplored, did not really rob the working class 
as a whole: it. merely left more of the wages-fund 
available to employ other groups of workpeople:7" It 
followed that legislativeinterierence or trade union action, 
though it might afiect particul~ wages here and there, 
could not raise the general wage-level and could not 

.increase the general earnings of the working class as a 
whole. Such action, indeed; was more likely to have 
a reverse efiect if it hindered the accumulation of 
capital or encouraged the labourers to breed faster than 
before.:!! Mrs. Marcet in the popular manual which 
was for 80 long the adornment of every gentleman's 
schoolroom made " Mrs .. B.n explain th!, matter to her 
pupil "Caroline" as follows: "(the rate of wages) 
d.epends upon the proportion which capital bears to the 
labouring part of the population ot the country ••.• 
It is this alone which regulates the rate of wages when 
they are left to pursue their natural couree. It is this. 
alone which creates or destroys the demand for labour. 
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• • . When the number of labourers remains the Same, 
the rate of wagee will increase with the increase ·of 
capita!. and lower with the diminution of it; and if the 
amount -of capita!. mnain the same, the rate of wages 
will fall as the number of labourers increase, and riee as 
the number of labourers diminish; or as DJatheDJaticians 
would express it, the ~te of '!"ages varies directly as the. 
quantity of _capital BnJ-iIlversely - as the number .. of l ~bom"ni'-. • . Where there ie capital the poor will 
always find employment, (and) the demand for labour ie 
therefore proportioned to the extent of capitaL .. , 'It 
logically followed that if the rich were taxed or their. 
prosPerity Was otherwiee impaired, eo much less capital 
would be available to give employment. .. The greatest 
evil that results from thie provision for the poor (through 
Poor Law Relief) ie that it lowers the price of laboUr ; 
the sum which the capitaJiet. ie obliged to pay as poor, 
ratee necessarily reduces the wagee of hie labourers, for 
if the tax did not exist, hie capital being eo much more 
considerable, the demand for labour and consequently 
its remuneration would be greater ... • Charity or benevo- . 
lence, whether public or private, could do nothing to .alter 
the economists' inexorable 'laws. 

To the extent that the supply of the labouring 
pop~tion 1"18 'affected by the standard of life that by 
habIt and custom had come 110 be thought neeeasary, 
the same inadequacy was involved in thie theory as 
we noticed in the Subsistence Theory. If it were true 
that habit and 'custom had this infiuence, one of the 
quantitiee in the wages-fund equation, namely the supply 

. , c .. ..,,.,;,,., .. PoIitioJI E_, pp. 109, 117-18, 130. 
• Ibid.. l' 1114. • 
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of labour, would fail to be an independent variable: 
the supply of labour, influenced by a customary standard 
of life, might be determined by the level of wages as 
much 88 wages were determined by the supply of labour. 
And if this were true, the level of wages had a wide 
possibility of variation in either an upward or downward 
direction, even while the wages-fund remained un­
Changed.l As long, however, as the Malthusian dogmas 
held sway, few were ready to believe that any. extra 
bite of subaistence could fail to cause the birth and 
survival of an extra mouth to eat it up; and habit was 
conceded no more than a delaying influence on the 
natural laws which in the long run governed. human 
procreation and the supply of labour. ;The difficulty, 
therefore, was not regarded as a very real one: it 
disappeared, at least, if one took a sufficiently' "long 
run .. view. Not till fairly late in the nineteenth century 
was it rea1ised that among persons on a higher standard 
of life the birth-rate tends to be, not higher, but lower ; 
80 that, even a\lowing for the lower infant mortality 
which less poverty. entails, the rate of increaee among' 
such persons may be actua\ly reduced by the fact 
that they live at a higher standard of life. In imch a 
case a rise in wages and in the _customary standard 
might have a quite appreciable reaction on ~& lapour 
supply and in the opposite direction to what Ricardo 
imagiJled. 

But a more importent modification. in the proud 
rigidity of the earlier theory was introduced as Boon as 

1 In other worda, one would have to treat .. habit If .. a .. OOD .. 
_tant" in the equation, to whioh ODe ooold arbitrarily aaIign any 
q .... titylbat one plouod. , 
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the principle of .. The Economy'of High Wages "had 
be~ to impress itself on men'a minda. Lord Brassey 
in the/60's had been one of the first to marahaI facta in 
aupport of a definite claim ,that higher wages often 
.. paid" the employer because they brought higher 
productivity, In so far as this. ,was true, the-level of 
wages reacted in quite an important sense on the labo~ 
supply, both by increaaing the intensity of labour, or 
the amount of energy which ea.ch-worker could expend 
in an hour or a day, and also by improving the quality 

fr
and 'skill of -the energy expended. More important 
till, the higher wage and higher productivity !!light 

react on the'demand for labour itaeij; and this it might 
do, not merely by increaaing the profit of the capitalist 
and hence the capital that he accumulated and inveSted 
in the future, but ~ly and immediately by making 
it more atttactive to' the capitalist to invest, and 80 

induce him to advance as capital a larger par! of ,his 
present income. The demand for labour, therefore, was 
alao found not to be an .. independent variable" in the 
equation which the preaChers of the Wages-Fund Theory 
framed. 

In place of the older notion of a Wages-Fund econom­
ists now began to talk of the advances made in tlJ.e fOl'lll 
of circulating capital to employ labour as .being .. not 
a fund but a How." Instead of a rigid fund which could 
only be augmented fairly alowly with the growth of 
the surplus product of industry and of capital accumu­
,lated out of this surplus, oirculating capital was thought 
'of as a quickly varying quantity, which eKpanded or 
contracted according as the investing class found it 
!I1ore attractive to invest for a future profit than to 
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sPend for a present enjoyment. Income could quickly 
cha.nge its flow as between the two channels of spending 
and investment if the relative levels of the two outlets 
cha.nged and exercised an altered ,JI.ttra.ction OR the 
stream. At any given time it might be true that for a 
temporary period, perhaps a few months or a year, 
the rlJlJ! fund s.vailable out of which wages could be paid 
might be fixed, in the eenee that the supply of food. 
forthcoming was for the time being strictly limited in 
amount. For this reason it was often argued that even 
if larger BllID8 ~f money were advanced til wage-ea.rners; 
this would not increase the supply of necessaries forth­
coming, and the result of the spending of the higher 
money wages would merely be for prices of necessaries 
to rise. But as Marx pointed out in reply to an advocate 
of the Wages-Fund Doctrine in 1865,1 this rigidity applies 
only to a short period. After a short interval the increased 
demand for necessaries would summon an increase in 
their supply, at the expense of the production of the 
luxuries that the rioh had previously bought: "capital 
and labour would be transferred from the less remunera­
tive til the more remunerative branches; and this 
process of transfer would go on until the supply in the 
one department of industry had risen proportionately 
to the' increased demand, and had sunk in the other 
departments a.ccording to the decreased demand." 

§ 5. Themy of MargifllJ! Produdivity. This new atten­
tion to productivity in itS efieot upon wages seemed at 

1 Val... Price .. nil Pro/il, which ..... an addroos made '" th, 
Intenmtional in reply to a Mr. Weston on the ooca.siOA of. disc1189iOD 
011 the "... queatloD and trade UDion polioy. 
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first .m~y to demolish the neat struoture which the 
earlier economists had set up. At the aa.me time it 
pointed the way to the building of a new theory out of 
the stones of the old; and for this building the habit 
of thinking in terms of Iitt1e bits of things (or incrementa) 
added or subtracted at the margin, which was becoming 
popular among economists by the end of the nineteenth 
century, was Soon' to provide the finished plans. This 
new' theory ca;me to be called the Productivity Theory . 

• Economists were at this time attempting to explain the 
'price of a commodity in ~,of the extra utility, or 
satillfaction to conimmers, yielded by the final or marginal 
unit of .a given supply: given a supply of x hundred 
bushels of wheat. the price per bushel would measure 
the utility to someone of the x-hundredth bushel. It 
seemed to follow that the price of ~bour was to be 
explained in a ~ way by ita marginal utility. But 
labour did not satisfy any consumers', wanta dirOOtly, 
unless it were employed in dom&tio aerviC4!: it only did 
so indirectly by yielding some product. Hence, given a 
certain supply of labour, its prioe was determined by the 
extra produCt. which was yielded by the additional 
labour of the marginal wan. To the employer labour 
was a commodity the worth of which to him was simply 
the product it yielded. In deciding what it was " worth ... 
to him to take on an additional ten men he weuld 
calculate how much would be added to the total product 
of his factOry if he employed the additional ten. This 
.. net product" represented their worth to him and 
go~ed his "dematad priCtl" for them-the amount 
he would be willing to layout in extra wages, and the 
extent to which he would be willing to extend his " flow" 
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of c;reulating capital: It followed that, assuming the 
supply of labour which sought employment to be' con­

. stant, the wage that they could command equalled the 

. extra " nef product .. which would be added to the total 
product of the country by the employment of the 
marginal units of the supply. Above this wages could 
not go without causing the marginal units of the sUpply 
(because they " cost" more than they were "worth .. ) 
to be left unemployed. 

Many economists proceeded to hsil this statement, 
"Wages = the Marginal Ne~ Product _ <>.C~abour;' 
as' Ii. unique' discoveri which furnished' a complete 
theory of wages capable 'of taking the place of all the 
earlier, cruder explanations. Some, like the American 
Prof. J. B. Clark, Jlven hailed it as a newly disoovered 
•• natural law," beyond which there was no mOre appeal 
than there was beyond the." natural laws" of the 
classical Subsistence Theory or Wages Fund. It seemed 

, so final and satisfying.to say .. that ~he wage-earner's 
reward varied with labour's." productivity"; from 
which it seemed a·logical oorollary to say tha& ,!ages 
measured no more and no less than what the services 
performed by labour were .. worth" to society. But 
those who were wiser and und.mtood the situation more 
clearly realised that the new doctrine did not constitute 
a complete theory of wages. The statement, " Wages = 
the Marginal Net Product -of Labour," might be 0tI8 

of the equations in such a theory, and an important one; 
but it was only one equation, which by itself told one 
nothing. for the reason that the " Marginal Net Produot 
of Labour" was a variable quantity depending on a 
complicated set' pifactors, and its vanations remained.' 
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as much a mystery as the variations of wageathemselves.1 

AI. Dr. Marshall has said: .. This doctrine has sometimes 
been put forwa.-d asa theory of wages. But there is 
rio valid ground for any such pretension. The doctrine 
that the earnings of a w9rker tend to be equal to the 
net product of his work has- by .itself no real meaning ; 
since in order to estimate net product, we have to take 
for granted all the expenses of production of the com­
modity on which he' :works, other than his own wages .... 

One of the quantitieaon :which the" Marginal. Net 
Product" of labour itself depends is the supply of labour.: 
it will be high or 'low accoidiDg-as the supply in"luestion 
is small or large. . If an employer is understefted in his 
faotory, the additional product resulting from the 
eml!loyment of 10 more men will be comparatively high; 
if his factory is already well-stafted. t.)J.e jobs onto which 
10.additional men can be put will be relatively 1plim­
portant, and the extra product which he gains by em­
ploying them will be small.- In a new country, rich in 
undeveloped resources bnt still thinly populated, new 
settlers can produce considerable wealth by the labour of 
their hands; w)l.en natural resources have been more 

1 Similarly, aa .. general theory of distribution the theory of 
ma.rgina.l produotivity tells one that, given a certain relation betwaen 
the supply of, variOUl faotol's of production, the totall"alue produced. 
must be ah&red in • part.icWM way. If one can &8S1DIle the I1lpply 
of the varioUl faotol'l5 as "constanta," the theory iI, there1ore, 
adequate. But in practice one oannot make this uaumption, and 
the theory tells one nothing about the way that variations in theee 
faotol'l are themselves related, whioh is the fundamental issue. 

s Principlel 0/ Economiu, p. 618. . Dr. MauahalI, however, goea OD 

to add that tbi.I objection is It not valid againat a. claim. that! the 
dootrine throws into olear light the action of ODe of the oaUMS that 
govemWages.h 
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fully developed and the region become'populous, ·it will 
tend to be much less 6""Y for new. settlers unaided by 
capital to wring a living from the soil. Ae the marginal 

. utility of wheat or water is high when wbeat or water are 
scaroe, but low when they are plentiful, so the marginal 
productivity of labour will be high when the labour 
supply is relatively scarce ancUow. w!J.en i~ .~ plentiful. 

Nor does this end the matter.· The product yielded 
by labour will depend as much (an~ perhaps more) on 

. the state of natural resouroes, 011 the efficiency of organi­
sation, and on the amount and quality of the mAllbin·ory 
that is used, as on the worker's own personal skill and 
eftort; and the Marginal Productivity of labour will 
vair with these extrinsic things as well as with the 
intrinsic efficiency of labour itseli For simplicity. iD 
our argument we ca,n.assume that natural resouroes and 
the state of organisation are constant faCtors; and 
what then remains relevant to our analysis will be the 
available supply "'Of machinerY, or of fixed ·capital, 

, with which labour works. Accordingly, we need to 
supplement our original equation, .. Wages = the 
Marginal Net Product of Labour," with the further 
explanatory statement that the " Marginal Net Product 
of Labour" varies, not only with the efficiency of each 
.. man-hour," but also with the supply of fixed capital 
relatively to the supply of labour. 

§ 6. The DMnand for LaOOtw. When we have oarried 
our analysis thus far, it beco~es olear .that the new 
theory, while it is apparently difterent in ·form and 
phrasing, is fundamentally fairlyaiIDi1ar to the doctrines 
which preceded it. Like iUt predecessor. ,it·· is to be 
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cIass~d as a Supply' and Demand ~eory, modified and 
I a little more complex. ~e fact that the level of wages 
may react on the efficieney of the worker, and so afleet 

" his output, fa recognised. ~e Wages-Fund available 
• for employing labour is no longer regarded 8!1 a quantity 

bearing a fixed proportion to the eurplus produce of 
industry which accrues as income to the owning class. 
It is a fund which may be added to or reduced by the 
action of investors according to the relative attractive­
ness of investment as aga.inst present enjoyment-Df 
industrial shares' as against a Rolls-Royce or an extra 
month on the Riviera. 'But the fund, while it is elastic, 
reniainselastic only within certain limits. These limits 
are set by thepref~nce which the investor will have 
for spenrung his money at once rather than putting it 
by to bring in an income in the future. Most people, 
unless they are ;orisers, will prefer to have a £100 to 
spend now than the promise of £iOl in a year's time, 
perhaps than the promise of £105 or £106 in a year'a 

. time; and this preference for present joys is termed 
their .. time-preference" or their .. discounting of the 
future." This" time-preference," acting as a kind of 
resistance against any further flow of capital into ipdua­
try, will set what is usually called the .. ,!!UPllly-price ~, 
O!'£sR~~ (or its." cost-price "), which will usually be 
low for a amall amount of investment and higher for a 
lhrger amount. The ,!IJlpply-pric;e. necessary to .overcome 
~e. .. .!;ime-preference" of investors and to attract 
diflerent amounts of capital into industry will tend to 
vary, -and can be expressed as a .. supply-curve "-a 
curve linking up the diflerent supply~Prices of diflerent 
amounts of capital. ~t will btl.this which will determine 
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~~Jimite within which theWages-Fund,mayvary: 
with a bright prosPect of profit the Wages-Fund will 

'expand by drawing to itself a larger J1lOportion of the 
investor's income, and with a poor prospect of profit it 
will contract. . 

§ 7. The Supply of Labour. On the other hand, some­
what ana1ogous conditions will characterise the supply 
of labour. The supply of labour. will also tend to be 
an elastic thing, but elastic only within limite, these 
limits being similarly determined by the .. supply-price .. 
of labour. 

The Bupplyof labour can be used in: several diflerent 
senses. It may be applied to the lIumberofWMkerB 
seeking wage-employment. It may include the number 
of lwurs which each worker is wiJling to work, so that a 
.. unit of labour" is regarded as, a .. man-hour W of 
work, and the supply of such units as being increased 
by any increase in the amount of overtime worked per 
man. It may be further stretched to include the 
i~y of WMk that is done in each hour-the amount· 
of physical ene!!!y that is expended-or even to include 
the quality of WMk done, depending on the intelligent 
skill'with which energy is applied. AU of these things 
are likely to bear some kind of relation to the price of 
labour. It seems on the whole most convenient to think 
of t1ie aupply of labour as including the intensity ~f 
work, and so to take a given expenditure of physical 
energy as our .. unit .. of labour; but to treat changes 
in quality as merely changing the grads of labour with 
which one is dealing. Changes in the wage-level will, 
probably react on the quality of the labour supply;' 

Q 
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and the possibility of this reaction will have to be taken 
into account as a modifying factor in the theory. But 
more important thr.n ~ will probably be the reaction 
of the wage-level on the intensity of work, becauee 
earnings provide both.an inducement and the phyeical 
sustenance to increased energy. Difierent amounts 
of Iebour will require difierent prices pe:t- unit to 
call them forth. This will constituts the .. supply­
price" (or .. coSt-price "). of difierent quantities of 
l'Orking-energy, and will depend on the phyeical and 
psychologicalresista.nces which JUnit an extension of 
·the Iebour ·s,upply. With regard ,to the' connection 
between. the level 9f wages and the total popU!etion we 
cannot be. more than very uncertain.; and even though 
a reIetion may exist between the wage-level and the 
rate of iflCl'etmO of population, there is no necessary 
connection between the wage-level and the oggregau 
population. With regard to the supply of labour in other 
senses, however-the intensity of work, the willingness 
to work longer hours, the proportion of the population 
thet offers itself for wage-employment-one probably 
can postulate some connection; and to 'this extent 
it will .be possible to represent the supply-prices of 
different -quantities of labour as· a "supply-curve," on. 
the assumption of a given aggregate population and a 
given quality of labour. . 

• The wage-level is then seen to be dependent on two 
variable quantities-the amount of oapital advanced 
to hire labour (or the" Wages-Fund ") and the·supply 
of labour forthcoming. The former at anyone time will 
depend on past accumulations of oapital, but will be 
modified in the course of time by the investor's willing-
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n .... to add to existing capital by new inv«\Btments, or, 
on the other hand, by his unwillingn .... to leave eXisting 
accumulations of capital intact and his preference for 
transferring them to his own consumption. The future 
actions of inVel!totB will depend: upon the supply-price 
of capital, as the supply of labour forthcoming will 
depend on the supply-price of labour. It will, therefore, 
be possible to conceive of a " deinand-curve " for labour 
as well as a " 8upply-eurye." although the shape of this 
.. demand-curve" wi\! diller according to the period 'of 
time that one has in mind. Putting the two curves 
together, we then have ,the accompanying picture, with 

PrIce 
of I.bour 

pe, 
unit. 

Quantity of labour 

the point of intersection 'of the two curves as the equi­
librium-point where the level of wages will tend to settle 
down. As aD. equilibrium in mechanics may be the 

. resultant of two opposing and resisting foroes. 80 wages 
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are regarded 88 the resultant' of the two resistant forces 
/of the investor's desire to spend his money and the 
worker's dislike of work. 

§ 8. Inventions aM Wages. It may be 'objected atthis 
point that our argument has so far spoken 88 though all 
capital. were spent directly on wages. What, it will be 
asked, of that part which goes as fixed capital to instal 
buildings and m~binery' To meet this objection, a 
short digre8Bion and an additional complication will 
have to be introduced ; but the complication, while 
it is import8llt, does not substantially alter the argument 
that ~e have followed" hitherto. . 

In industry in general the capitai invested will divide 
along two main streams. One:will go as fixed capital to 
set up plant and machinery, the other as circulating 
capital into the pUrchase of raw materials and labour­
power. This second stream again divides into two ~er 
ones-the one spent on materials, and the other (variable 
capital, 88 M,an: called it, or the Wages-Fund) on hiring 

\
labour. TIl.e-capitai will tend to be distributed along 
these streams in'such a way that the "'evel '\ of profit 
iat the end of each stream is approximately equal-so 
that the last £ spent in wages adds as much to the 
product of the busine8B as the last' £ spent on machinery. 
At anyone time this will apply' both to a particular 
business and to all businesses taken together, including 
those firms which are making machines for use in other 
industries. " 

The proportions in which it is most profitabie to dis­
tribute the capital" along these stre8Uljl will differ in 
different industries according to the technical character 
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of their productive processeB. But in industry as & 

whole in any given state of machine-technique a certain 
proportion will exist which is the most profitable; and 
any How of new capital will tend to distribute iteelf in 
these proportions. If, however, the prioe of labour 
rises (because capital incre&Sell and ofiers more employ-

J'ment, or for any other reason), the capital which is spent 
on hiring labour will become less profitable than before ; 
and this will tend to alter the previous proportiOnB, 
caUBing more to go as fixed capital and less to go as a 
Wages-Fund to hire labour (as Ricardo and Cairnes 
both pointed out). Converaely, if labour is cheap, less 
maChinery will tend to be _ commodities 'Which 
are mainly the product of hand-labour'will be produced 
in relatively larger q1l&D.tities, ana more of the capital 
invested will How as a Wages-Fund. This fact will make 
the Wages-Fund, and the demand for labour, IlION 

elooic than would appear at fu:st sight. ' , 
If a change in lDI'Cbine-teohnique takes place as the 

result of invention, so as either to cheapen the COBt of 
machines or to increase their field of use, this will make 
investment in machinery more profitable than it was 
before and will tend to alter the previous proportions, 
SO as to cause a larger part of the capital invested to 
go as fixed capital and a -aer part to go as a Wages­
Fund to employ labour. It Was this reason which Marx 
adduoed to show that the demand for labour did not 
,increase proportionately with the lICCUInulation of 

, capital, but that as capital accumulated the demand 
for labour (or the Wages-Fund) tended to fall relatively­
.. it will still increase, but increase in a constantly dimin­
ishing ratio as compared with the incre&Be of capital." 
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Whether or hot the amount gOing as 'rages will decrease 
absolutely, aa well as ,datively, will deperulon the circum­
atances of the particular case. The resUlt of the invention 
will be to increase the gross produce ,of industry, and ao 
to cheapen production. If this cheapening aflects goods 
which are consumed by wage-e&rner&, then ,eal wage­
earnings may not decrease when the money-demand 
for labour declines. Furtl:ter, the greater pront which 
results from the inereased producti'rit» may attract a 
larger accumulation of capital, part of which will later 
go to increase the Wages-Fund. 

Inventiollllr therefore, will be an additional factor 
which afleet the demand-Curve for laboQr, independently 
of any change in the supply of capital as a whole. But 
it will remain true that in any-given state of tecbDique 
the part of the total supply of capital which flows along 
the channel of the Wages-fu1ld and constitutes a demand 
for laboQr will tend to remam a constant proportion of 
the wllole. 



CHAPTER V 

WAGES AND BAaGAINING-POWER 

§ 1.· Tile N etD Theory .Dad llIe Old. The theDry Df wages 
as we left it at the end Df the previDus chapter, while it 
has been redressed mDre fashiDnably with a finer care to 
detail, inherits the main features Df its lineal anceatora. 
Apart from the admissiDn that wage-changes may react 
Dn the quality Df labDur, the price Df labDur is etill 
regarded as rigidly determined by fDrmulated laws Df 
supply and demand which b:tQDk nD interference. Trade 
uniDn or legislative actiDn still remains irrelevant to the 
determinatiDn C!f the price Df labDur and Dnly able to 
increase wDrking-class earnings if it induces the worker 
.to increase the intensity Df his wDrk. CDnsideratiDIlS 
suchu thDse which were examined in Chapter I may 
affect wagee in 80 far 81!1 they affect the number of 
persDIlS seeking Wage-empIDyment. But apart frDm this, 
factora such as .. ecDnDmic freedDm" play nD part in 
determining the. wage-level. And we still find the Did 
lav .... faire view of wages, which fDllDwed as a corDllary 
Df the classica1theDry, expressed as confidently as in 
Mrs. Marcet's primer. FDr ~ce,one authDrity on 
the subject has recently written as fDJlDWS: .. The idea 
that. Trade UniDIlS can, in the majDrity of eases, per­
manently raise the wages of their membera- dies very 

1)3 
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hard. • • • In th& majority of tases, at least, this belief 
is doomed to disappointment. In the long run it is very 
unlikely that Trade Unions can permanently raise wages 
above the competitive leveL" And again: "The sole 
result of t'he establisbment on a large acaJe of minimum 
wages above the competitive level would be to cause 
unemployment and djmjnj~ production.'" Mr. H. D. 
Henderson is ~uaJJy confident, "The wage-level in 
the long run," he 8B8eN, " is fairly rigidly determined . 
• -. . It is . • . I\Il illU$ion to atippose that the general 
level of wages can be appreciably and permanently 
raised by Trade Union action, except in so far aa it 
incleases the efficiency of the workers or incidentally 
stimulates the efficiency of the employers ... • 

§ 2. The" Supplg4Price" of Labour. But there waa a 
modification to be introduced into the theory of wages 
that waa in some ways of more fundamental importanoa 
than any we have mentioned hitherto. This modifica­
tion amounted to an extended ineistence on that reaction 
of habit and custom on the supply Qf labour which we 
noticedaaadisturbing facto, in the S:ubsistenoa Theory­
a disturbing factor which most of the economists of the 
time, through their belief in the overpowering in1Iuenoa 
of the law of population, oonsidered to be of minor· 
importance in practice. MarshaIl, developing this hint 
of Ricardo, gave to the uiodifying e«eet of "habit .. 
some of the wider significance which Marx had seen in 
it. This new element that he introduced into the theory 
of wages amoUnted to the fact that the " .SllPply-price .. 

• LioneIlIob ...... W_ pp. 67-8 and 72-3. 
Bvpply n4 ~ po 146, 
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of labour WlI8 not ali. '\ independent variable" in the . 
equation. 'One could no longer draw a " supply-ourve .. 
of labour, and then, placing it against the "demand­
curve," say that the point of intemection of the two 
curves was the equilibrium-point to which wages would 
tend. One could not do so precisely because one did 
not know, independently of the pre-eDsting level of 
wages, in what poeition the'" supply-curve " was, this 

'." supply-curve .. being as much determined by the level 
of wages as wages were determined by it. The old rigid 
theory could still, of course, be made logically complete 
by Moummg certain conditions of sul'plyas given; but 
then one had to admit that there was uo reason why 
in practice this " suppIy-curve " could not be ~bitrariIy 
altered. 

Marshall put the doctrine in' general tmms by eaying 
that the "supply-price" at which labour was forth­
coming depended on how keenly the worker deeired to 
secure an income, The dislike of work, or ite "eli&­
utility," was a subjective, psychological thing, which 
in the worker'. mind was measured in tmms of a ~ 
income, and so expressed itself objectively in the amount 
of income he required to induce him to do a given amount 
of work. This was the "supply-price" of labour. But, 
the way in which the worker measured this disIike ofl 
working depended on how much income he already had; 
and was accustomed to have. If he was starving, a I 
£ would mean so !Uuch to him that he would do aImost 
anything that was within his physical powers in Older 
to earn it. To a man who had a plot of land or 80me 
eavings, on the other hand, a £ would mean very muc!l 
less, and he would require a mu~ Iarger wage to indllce 
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Jilin to undertake the same -piece of work. Hence, not 
only may the increase of the working population be 
aflected by the standard of life that has become custom­
ary. but the amount of work that each worker and hie 
family are willing to do for a £-in extent of home, in 
intensity,in the number of membere ol the family who 
go out to get employment-may be in1luenced in the 
same way by the income that the family posaesses 1 

The poorer the worker, the lower the "supply-price" 
of hie Iabour-tbe mo~ work he will do for a given 
wage. The wage he gete to-day may be the moat 
important factor determining the wage he is willing to 
Fpt to-morrow; and hie existing poverty may be the 
~ipal reason of hie wages remajnjng low. 

For thie reason the "economic freedom" of the 
. worker will be a factor of prime importance aflecting the 
wage-level Institutional changes, such as enclosures. and 
the elimjnation of the independent artisan which wm. 
described in Chapter I, will Dot aflect the wage-level 
only by increasing the ""mbor of people in the Iabeur 
market: they will allect it by cutting the worker 011 . 
from other means of livelihood, and eo making him more 
dependent on ~ than before and more willing 
to work for lower wages.' . If the wwker has al~tive 

I It might _ '" lint eight .. Ibough thie is mmeIy tbo .... _ 
of tbo oiroamatoD ... _tioaod in tbo pmvi_ .... pter ... _ 

.. the U npply-eane II of labour is bued. But nriatiOD8 in the 
It aupply.priaa I: of la.bour which a gi98D " npply.aurve " is intended. 
to_t .... ....-tobohooodonoonom __ of 

hUlllOlt poyaboIogy (diautili*7 of .... rt, _I which .... DOlI .­
by tho OOOIlomio oiroamatoDooo of tbo individuaL What is ...... 
boiug monliODeci ill depeo.deat on tbo _nomic oiroamatoDooo of tbo 
...- in q1UIIIioa. 

. • III Othol ...... tho 0Iloo\ wiI1 be "'" IIlenIJ to eDeo4 ~ 
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means of livelihood, or some reserve to fan back upon, 
some minimum will be set below which the supply-price 
of labour is not likely to fall. But the characteJ:istic of -
the wage-eaming class is that it is propertyless and has 
few suoh alternative opportunities; and this makes 
it essentiaJIy exploitable a_an exploitation which may 
be cumulative until a purely physical subsisteuoe limit 
is reached. It may not, therefore, have been unreason­
able of Ricardo to have asaumed that the competitive 
level of wages under a wage-system tended to a subsist­
ence level, except at times when the demand for labour 
was expanding rapidly. 

§ 3. "The Influence of Bargaining-Power. It fol1ows 
from this view that over a considerable range wages 
can be afiected by bargaining, in so far as the latteJ: 
raises or lowere the" supply-curve" of labour. If the 
bargaining-power of the workere is strengthened, the 
price of labour per unit can be raised; if the bargaining­
power of the workers is weakened, the prioe of labour is 
likely to fall. This power of bargaining to influence the 
wage-level is stil1, however, regarded as being subject to 
an important upper limit. This limit is set by the 
.. demand,ourve" for labour, which remains an indo-

.. supply.curve" to the right by inoreaaing the numbsr willing to 
work at the former level of wages. but to lower the whole" supply. 
C1Il'Ve .. of lahoW'. 

a This word is usedin an entirely non-ethiool senae ~ " fa.irnels U 
in the nut cha.pter) to mean something whioh oan be utilieed at & 

profit (whether a ma.n or If, horse or &- piece of land 01' a. mine). A 
thing can then be said to b& more U exploitable" tha.n another if 
some circumstance makes it specia.lly oheap and therefore extend.a 
tho pouibility of ita profitable utilisation by an omployer. Of. 
.bove, po l7. 
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pendent factor, not subject to the arbitrary influence 
of bargaining-power. The Wag~Ftmd, though it is 
elastic rather than rigid, still-rules the labour market .. 
When in reply to the economists' theory t1!at wages 
were inexorably determined by supply and demand, the 
trade unionists of the middle nineteenth century declared 
that they would influence wages by limiting the supply 
of labour through restrictions on working overtime etc., 
the ecollOmists retorted by accusing them of harbouring 
a fa1lacious "W ork-Fund" doctrine--of thinking that by 
limiting the work done by each more employment could 
be created for others. The-retort partIy missed the point 
of the argument in so far as the trade unionists were 
trying to raise the supply-price of thtrlt. labour by 

. limiting its amount. But at the same time the econom­
ists' ignoratio elenchi contained a point of its own that 
was important. What they intended to say was that a 
restriction on the supply of labour could not increase 
aggregate eaming8, and, unless it took the form of 
restriction of the numbers of the working population, 
could not increase aggregate earnings P'" [lead. This 
follows if the demand for labour, or the Wages-Fund, is 
elastie>-if it is 1arger when there is more profit to be 
made than when there is less. Such restriction CtJtl, 

however, increase wages in proportion to the worker'8 
expenditure of energy and his " wear and tear," and it 
ean increase Relative Wages,llr wages as a proportion of 
the total social income. • 

The same applies to modern trade union methods of 
collective bargaining, which aim, not primarily at 
restricting the· supply of labour, but at raising the 
supply-price of labour and setting a minim1Ull below 
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which labour cannot be purchased. . Such action has 
quite a wide. power of influencing the rate of wages that 
is paid in proportion to the amount of work that is done, 
and so of increasing welfare. But, while it can do this, it 
is unlikely to add. to aggregate earnings; and if trade 
union action goes beyond the attempt to raise the wages 
of particular grades or particularly exploited groups in 
special circumstances, it is likely to result in unemploy­
ment. What was implied in the economists' fetort to 
the advocates of the so-called Work-Fund leads to the 
apparent paradox that the inore the workers allow 
themselves to be exploited, the more their aggregate 
earnings will increase (at least in the long run), even if 
the result is for the earnings of the propertied claes to 
iricrease still faster. And on this base is erected a doctrine 
of social harmony between the classes. But it does not 
follow that the workers will prefer to be exploited to a 
maximum degree, or that attempts to limit this exploita­
tion 1 are based on fallacious reasoning. And if in raising 
the supply-price of their labour the choice lies between 
restricting the number of men employed or of restricting 
the amount of work done 1>y each man, the latter seems 
clearly the preferable alternative. 

When the matter is regs.ded in this light, factors 
such as .. bargaining-power" and .. economic freedom" 
will be seen simply as influences on the" supply-curve .. 
of labour. Some economists have attempted to treat 
what they call .. wealmel!s of bargaining-strength" as 
an abnormal feature, causing wages to fall below the 
.. normal wage" which would prevail in a .. perfect 
labour market" where bargaining inequality was non-

a ct. above. p. 97. 
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existent. Actually such" weakness" seems to he entirely 
a matter of degree and indiStinguishabl, from the 
general facton which determine the supply-price of 
labour. The only valid distinction of this kind seems 
to he thet hetw,een competitive and monopoly con­
ditions in the labour market-between -the case where 
employem compete freely against one another for labour 
and the case where such competition between employem 

-is restricted. This latter case is probably fairly common, 
since in Adam Smith's familiar phrase, .. maatem are 
always and everywhere in a BOrt of tacit, but constant 
and uniform, eomhinatiOll not to raise the wages of 
labour above their actual rate." And where this is 
found, the employers, forming a buyem' monopoly, 
will tend to purchaee rather less labour than they other­
wise wonld and to pay it at a lower rate. Wagee will 
then stand below the "marginal net product" of the 
available labour. But so long as employem compete 

-against one another for "handa," the matter will he 
difierent: there will he no reason for wages to stand 
below "marginal net product," since competition will 

. urge employem to extend their employment of labour 
up to the margin where what they have to pay for more 
labour is almost 'as great as the extra product they get 
by employing it. Nevertheless, the position of this 
" margin," and hence of the wage-level, will depend on 
the prevailing supply-price of labour-on where the 
" supple-curve" intemects the'"' demand-corve." And 
since the bargaining-power of the worker, the customary 
standard he has in mind and the value he placea upon 
money, etc., influence the position of this "supply­
curve," there may he a large number of competitive 
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wage-1eveIs, high or lmr. all equally "1lOlIDIIl" to a 
'.' perfeci labour marJret;.. H a .. perfeci labour marJret; .. 
is intended to meaD anything _ profound \han this 
---fur instance, a eoDdition where wage MDl128 haft 

, .. perfect" economic freedmn--tben & is quite inooD­
sis&em with the charae&erisUca of a ~ _ .... 

disc ' [d them in ChaP'« I and is hanIly likely to be 
found this side of the mythical land of Cathay. 

§ f. SpdUtf attl 8aeiag. Ai this poim, 00-. a 
further questiaIl may ...... which w:iIllead 1B into _ 
-aoiasialiasues tbaa we have mel hitherto. n may 
-n be asked: if the "1IIIjJ!'ly-curYe .. of labour is no\ 
an independet4 TV"i=bJ. if & is cIeiennined by the 
rnstomuy wage level _ IIII1CI!. _ & driermines s-
may 110& the same be koe of the .. demaad-eurve" for 
Jahour and the supply of capRal! Why shooId \he 0D8 

and 110& \he o&her be admil&ed to be putIy arbitrari. 
inlIoenced by cadam and by the economic position of 
the worker! If & is admil&ed thai the pri£e per 1IIIii of 
effort can be inlIoenced by an IIl'hitzary nising of. the 
SIlpply-pri£e of labour. why retain .,..m.,;..m of the 
rigidity of the old Wags-Fund to ......n thai a,ggtegaie 
_ Aingo caDDO$ be iou d by IJI1dlIDMllll ! 

The ......... hy dsis is 1ISWIIly admil&ed _ an iJopon­
am ~ &dar an the side of supply. bui l1li& an 
the side of demaDd, is beea_ the anmion from. saving 
income and in. eotiug & • capRal .... jo&8 in the ....,r­
ena! b spending mmoey ai 0DC8 and the sUeDgtIl of 
...-m desire&. This pefet_ is SIlppoaed to be a 
gmenl ....... iotie of Imman psyehoIogy; and 1rhi,Je 
it. is Vue thai the _ of the inftllkR's income w:iIl 
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in1I.uence the strength of his present needs and hence his 
aversion from eaving, it will in1I.uence the supply of 
eaving in the opposite way to the effect of the worker's 
income on the supply-price of work. While the aversion. 
from working, expreaaed in terms 01. money, grows leu 
as a man grows poorer, a person's sversion from saving 
is aaaumed to- incr/llJ88 as he geta poorer, because his 
present needs become mOle important and mOle insietI!nt. 
A keen desire for income, which makes the worker mOle 
keen to find employment, acta on the capitaliat in the 
opposite way and makes him leas ready to invest. 

But it appears reasonable to question whether this is 
really the whole of the matter. Is not the keenneae of 
the capitaliat's desire for income, like the wage-eamer's, 
in1I.uenced by certain standards of consumption that have 
become customary t And may not the valuation placed 
upon money-income be in1I.uenced by custom and by 
the level of pro6.t and wages of yesterday as much in the 
capitaliat's case as in the worker's, and both in a similar 
way! Probably this is much more the case with the 
capitaliat, in so far as a larger part of his expenditure 
is on luxuries, where custom and habit and convention 
play a larger part in determining the strength of the 
desire for them. As a man becomes richer he is likely 
to acquire tastes which he did not have befOle. This is 
mOle likely to be so if & whole aocial group is growing 
richer at the same time, since the group as a whole will 
tend to develop certain atandaros of expenditure which 
emulation in diapIaJ lIII-d ostentation between individuala 
will tend to advance cumulatively. The early English 
capitaliata at the time of the Industrial Revolution 
had very modest tastes, and any riches they acquired 
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above a moderate standard of expenditure they were 
only too willing to reinvest. AJJ success accustomed their 
minds to fortune, they acquired new tastes-a larger 
house, menservants, carriages and horses, a country 
estate, later motor-cars and summers on the Mediter­
ranean; and as a result it required a much larger income 
to make them invest as much as before. Americans 
as a fruit of their growing prosperity have recently 
acquired the habit of travelIing in Europe in the summer, 
and it has been estimated that -in 1927 American 
tourists spent in Efurope as much as some $617 i;nillion, 
The fact that this taste had been acquired meant that 
so much less was invested than might otherwise have 
been done. If American capitslists had been generally 
poorer by $617 million, this would not neeessanly 
have meant that less capital was forthcoming in America: 
it might merely have meant that the fashion for foreign 
travel would not have been acquired. 

If this is a factor of iniportsnce, it seems logical to 
conclude that the level of income of yesterday, develop- , 
ing certain customary standards which some to be' 
regarded as .. normal," inIIuences ro-day's supply.­
curve of capital as much as it inlluences the supply-curve' 
of labour. The one no more than the other can be 
regarded as an _ independent variable; and the old 
theory, formulated as a group of equations, only remains 
consistent by assuming certain quantities as given 
(or as .. constants ") which can in practice be inIIuenced 
by custom and hence by arbitrary" interference" such 
as that of collective bargaining or legislative action. 
Having made this admissiQn, one has !to more right to 
say that in praceUJe the demand for labour goverJl!l wages 

B 
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than to 8ay that the level of wages governs the demand 
fo:dabour. When one is discussing the eftect of smaU 
changes in the wage-level, one may be justified in 
neglecting the latter reaction. But in' dealing with 
wider changes, such· neglect might be misleading and 
felse: it might then be no longer poBBible to say that 
certain fudependent conditions. of supply and demand 
create a certain equilibrium to which the wage-level 
will inevitably tend to return, because these very con­
ditions of supply and demand may be themselves the 
result of the outcome of yesterday's bargain, which 
divided the produce of .industry between profit and 

. wages and so influenced to-day's actions 01 capitalists 
and wage-earners alike. And if yesterday's bargain 
influenced the position of to-day'. "equilibrium," an 
arbitrary alteration of to-day's bargain may well 
establish an altered" equilibrium" for to-morrow. In 
other words, the s<Hl8iled "equilibrium" will be 
continually changing as a result 01 the conditions created 
by a series 01 successive bargains; and if one party 
enjoys an increase 01 income, or more income than 
another party, this may be the result of superior bargain­
ing strength or 01 custom inherited from the past. 
Moreover, it may be the principal reason for his continu­
ing to enjoy a larger income in the future .. 

§ 5. HOfIJ Far Call &lat,,,,, Wagu Rise 1 In the view 
of the preeent writer this seems to be the true situation; 
although -it can hardly be regarded as the general view 
of accepted economio theory. If it be true, the proud 
confidenoe of the earlier economists in their pretty 
symmetry 01 economio lawa is gone, yielding place to a 
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haItiDg agnosticism which denies thaS in our present 
Irnowledge .... y rigid Uteory of wags is possible.. The 
labour IIIIIlkeI; from being a home of Ute «economic 
harmooies" is degraded to a disordered battleground, 
subject to the incaIenIable wrestIings of wha$, for want of 
clearer designation, "'" eaII relative bargaioing-stre 
But to IIdmit to such a degree of ignorance may be nearer 
to wisdom than the dogmatic predictioo& of the classical 
eoouomist& And though our general conclusion may 
be thaS no rigid theory of wags is poasibie, .... are _not; 
left eotireJy in Ute dark. We know ~ ..... aome of Ute 
important relations and oonner:tiona between factom.­
how the variatiOIlS of difIerenf; things are oonnected 
together_ Moreover Utere ..... still limite ..... thin which 
Ute indetermiDaten.... is contained. The general 
wag&-level is unlikely to fall for long below a bare phyBical 
subsistence standard-a standard which will no$, of 
C011l8e, be a fixed level, eince Ute amount of snbaistenre 
will depend on how uduOQ8 or intensive is the work; 
although, if plentiful DeW supplieR of labour from 
outside (e-g_ by immigration from rmal districla or 
other countries) are available, Utis minimum standud 
may be very low, sufficient only for the worker's physical 
needs of the present, and not for a long life or for rearing 
a family, just as s1aVl!B could be undemourished and 
worked om quickly if plentiful new supplies of s1aVl!B 
were forthcoming_ F!om the figures which were quoted 
in Chapter n one might judge thaS wages on the average 
are not; very w above Utis physical limit, .cJifferencea 
bet....en countries ClOJl'I!fJPIII> fairly cIoeely, it would\ 
eeem, ..... th diiJerences in work-intensity which IeCJllinI 
diiJereni .... nduds of snheiatenee On the other hand, 
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the wage-Ievel could not rise (at least, -for any length of 
time) so 88 to absorb more than that part of the smplus 
produce that is at preeent 8pen1: if it absorbed more 
than this, it would inevitably eat into the capital-suppIy. 
Wages under the most favourable conditions could not 
absorb more than the grOl!8 produce "'""" the neceeeery 
: capital accumulation. (According to the orthodox 
theory, of course, the upper limit would be much lower 
than this.) If we take a rough eetimate of the grooa pr0-

duce, or the home-produced social income, in Britain at 
preeent 88 being about £3600 million, and of wages 88 

absorbing about « per cent of this; and if from the 
remaining surplus of £2000 million we deduct some £400 
million for that part of State and municipal expenditure 
which is at preeent financed by taxation from non-wage­
earnem, 1 another £600 million 88 annual new capital 
accumulation, and a further £680 million 88 a mere 
subsistence income for the non-wage-earning sections ' 
of the community, we arrive at a figure of about £320 
million 88 an amount which might possibly be absorbed 
into the wages bill This gives a maxjmnm possibility, 
with conditions l'Iimaining as they' are, of wages being 
influenced in an upward direction by bargaining to the 
extent of about 20 per cent. 

In practice, however, it seeina almost certain that, 
given the continuance of the preeent ~ the 
actual limit to the upward movement of. wages stands 
considerably lower than this. Indeed, it seeme probable 

I Thia ___ -aa""blin-ODdrepa,mmt. 
lin .. _ ,,_, mere -... of inoome, ODd in_paJ> 
m ... t. OIl natiODOi ""Ill haft 00' boou" inoIuded .bo ... in tho IIpze of 
\utal ...... income. 
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that economists have been right in ooncluding that the 
upward limit to wages, whatever its precise character, 
is more rigid and definite than the IOWel" limit to wages. 
The reason for this conclusion is that oonventional 
standards of consumption among the investing class, 
once adopted, are much sloWel" to be revised in a down­
ward direction, short of some cataclysm like a war or 
revolution, than they are to move in an upward direction. 
Habits of country houses and mensel"Vants and grouse­
moors are more slowly abandoned than acquired. Hence 
anyt,ttempt to raise Relative Wages at the expense' 
of Profits tends. to meet severe resistance from accepted 
standards of Consumption. among the well-to-do, so 
that a decline of profit is more likely to result in a decline 
of.eapitsl accumulation than in a downward revision of 
standards of expenditure.. Moreovel", whel"e&S the 
strongest trade union is unable for long to hold up its 
wage-standard in the face of unemployment and starva­
tion among its membel"S, capits1ists are not forced by the 
same pressure of necessity to revise their etandard of 
life if the profitable field for investment is narrowed. 
During PlOSpel"OUS periode when the groBB produce 
of industry is expanding, wage-e&rIlel"S, if strongly 
organised, are probably in a good position for raising 
their wages, both in the aggregata and relatively. to 
their own eftort and to the share which goes to property­
ownel"S; and the extent to which they can do this 
depends mainly on their bargaining strength. But at 
less prospel"Ous times, when the gross produce of industry 
is stationary, the power of trade unions, howevel" strongly 
organised, seems in practice to be much more limited. 
While they may raise the price of labour, an.d even raise 
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wages relatively as a share of the total produce, theii 
eftort&to do 80 are likely to result in a shrinkage of the 
demand for labour, 80 that their power to increase 
aggregate earnings (othet than by increased intensity of 
work), under these circumstances and short of more 
sweeping institutional change in the wage-system itself, 
is probably fairly II!Ilail. 



CHAPTER VI 

WAGE DIFFERENCES 

§ 1. Diff- ""'- Gmdu. Hitherto we have been 
dealing with the aiIe of total wagea in the community 
and with the gerterallevel of wagea on the average; and 
we have ignored the quite wide difierencee w!llch are 
found, both in wagea per hour and per piece, between 
difierent grades of workeJs, difierent districts and 
industries inside the 8BID8 eountry, as well as between 
difierent natiODS of the world. Many important problems 
are connected with this question of particular wagea and 
their difierences, and it is mportant to extend our 
enquiries to this matter as well. 

Wit have seen in Chapter I that if everyone, including 
the poorest wage-eamem, in actual "fact (as well as 
nominally) had an equal choice of taking to any occupa­
tion he pleased, the character of the economic system 
would be fundamentally difierent from what it is. Let 
us imagine, however, that inside the category of wage­
occupationa-leaving other meaDS of livelihood on one 
side'-this equality of choice was reaIiaed, and. that 
everyone had an approximately equal chance of adopting 
any employment that he pleased. Under these conditions 
one would not expect wage-ratee everywhere to be 
indentical: they would difier for several clear and 

lot 
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.definite reasons. But one would expect them to difl'er 
in such a way. and only by so much as would leave 
what Adam Smith called "the advantages and disad· 
vantages" of various occupations equal. This Principle 
01 Equal Net AtlfJafltage8 would tend to be rea1ised as a 
· resu1.t of the movement of labour from one occupation 
to another, as the level of water in two cieterns tende to 
equality if they are connected by a sufficiently adequate 
pipe. If one trade seemed on balance to be preferable 
to another after all the advantagee, including the wages 
to be earned, had been measured against ite disad­
vantages, workers would .then tend to move into the 
one and to shun the other, until the shifting of supply 
by altering the relative wage-Ievela had equa1ieed the net 
advantagee of the two trades. Wages would then tend 
to difier only to the extent of difl'erencea in disagree­
ableness or coot of various occupations. To quote Adam 
Smith's own worde: "The whole of the advantages and 

· dieadvantagee of the difierent employments of labour 
and stock must, in the same neighbourhood, be either 
perfectly equal, or continually tending to equality. If 
in the same neighbourhood there was any employment 
evidently either more or less advantageous than the 
rest, so many peeple would crowd into it in the :'bne 
case, and eo many would deeert it in the other, that its 
advantages would eoon return to the level of other 

· employments."· . 
As a first instanoe, one would expect peeple to shun 

I the more disagreeable or the more dangerous occupations 
like eewage-worl< or coal-mining unless the wages in 
thoee trades were sufficiently higher than elsewhere to 

I If_ '" N--., EeL 1826, P. lI9. 
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ofiset this extra disagreeableness or danger. The result 
of this common dislike for cleaning sewem or hewing 
coal would be to m8.ke applicants for employment in 
those trades more searce than elsewhere; and this very 
scarcity woulc! tend to raise the wages· in sewers and 
mines. Similar considerations would apply to an 
occupation which involved a greater chance of unemo 

. ployment or wide unce:rt8.inty of earnings. On the 
other hand, if certain trades were particularly pleasant 
or interesting, Or carried with them some special social 
distinction or prestige. or special privileges or chances 
of advancement, one would expect popular preference 
to flood these trades with applicants for employment 
and cause labour there to be cheaper than elsewhere. 

Secondly. people are likely to shun those employments 
which require a costly education or training or a long­
period of probation orapprentioeship during which 
nothing is earned; and this would tend to raise wages in 
these employments until they were higher than rusa.:' 
where. The expenditure on the prelimimu'Y training 
would then be in the nature of a capital outlay whic!l 
would only be undertaken if the higher wage to be gained 
in the future sufficed to make the outlay worth while. 

hally. one might expect employments which required 
some 8CBl'C8 natural aptitude. such as those of jockeys 
or opera singeIB or steeplejacks. to offer an abnormally 
high wage because of the keen competition to secure the· 
services of the limited Dumber of persons suitable to 
fulfil them. But in this case the favoured persons would 
not be merely receiving something which compensated 
some extra disadvantage in their employment: they 
would be in a privileged position in which the total 



112 WAGES 

advantagea of their occupation (in Adam Smith's 
phrase) were greater than elsewhere; and they could be 
considered as receiving an exceptional type of " scarcity­
price .. or " rent .. of a scarce natural quality. 

In the actual-wag ... system under which we live 
" equality of net advantagea .. is very far from being 

: realised; and the extent to which wages vary more 
widely than the advantagea and disadvantagea of 
different occupations is considerably greater than can 
be reasonably explained by the final cause that we have 
mentioned. Most of the· unpleasant work of the com­
munity is among the loweat rather than the most highly 
paid, as is much of the work involving danger to health 
and life. Low wagea are frequently combined with 
fluctuating and inconstant employment; and the level 
of incomes.in skilled occupations and trained professions 
is generally higher by considerably more than can be 
called a reasonable interest on the capital laid out in the 
preliminary training. Clearly some further explanation 
of wag ... diJIerencea is required. 

§ 2. "N on-Oompeting Group'." This further explana­
tion is supplied as soon as we remove the assumption 
which we have made that every wage-earner has an 
equal chanoe of entering any occupation. Actually 
this is not the case. ThQse who already possess a fair 
income and some saved resources will be able to under­
take the cost of training and apprenticeship for their 
children to enter a skilled occupation, whereas the 
unskilled labourer who 08Jt with difficulty feed his 
family will be unable to do. the same. Henoe, any 
,diJIerenoe of inCome, onoe for any reason eatablished, 
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constituf4lwhat he terIIIa (following Cairnes) "non­
competing groups "-that is, groups in which supply is 
particularly limited because of the restricted entry of 
persons from outside. And since the supply of persons 
available for these groups of occupations is limited, the 
prioo. which. their servioes can command tends to be 
raised. 1'4e grades which he distinguishes are: first, 
unskilled workers like general labourers; second, 
semi-skilled· workers; third, skilled cra.ftsmen, such . . 
.... mecba,njl)8, fitters, looomotive-drivers. bricklayers; 
fourth, clerical workers; fifth, the various "middle­
class professions." The privileged position of this latter 
grade is, indeed, sufficiently great to remove it from the 
claas of wage-earners as we defined it in' Chapter I, and 
to plaoe it in a category apart. 

The privileged income which a particular grade can 
enjoy will be further increased if artificial restrictions 
are imposed on newcomers entering a trade, either by 
law or custom or the regulations of som~ association, 

. since these restrictions will furth'll limit the number of 
persons able to compete with the members of this trade 
for employment. It was the practice of medUevaI. 
gilds, at least in their later days, to limit competition 
among themselves by imposing entrance qualificatiqns 
on their members; and some of the more powerful of 
them eventually became highly exclusive, levying 
entrance fees which amounted to several hundred 
pounds. In the last century some trade unions among 
skillecl craftsmen (see Chapter VII) limited entrance to 
their trade; and limitation in the form of fairly strict 
apprentioeship regulations still exists. Bar fees, the 
customs connected with a solicitor's" articles, .. the price 
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of a share in a broker's bUBiness exereise a similar 
in1Iuence; while some professions virtually confine 
their selection to those who hail from a certain number 
of select public schools, and others demand at least a 
certain standard of. social deportment and speech. 

§ 3. DifftA'_ between Industries aM Districts • 
. Obstscles to movement may exist, not only horizontally 
(so to speak) b~tween grad~ !If.labo1Jr, bul:yertica.lly 
between different-indust.ries or between . different 
locaIities; and this will tend to cause ~hat some econom­
ists bave termed "unfairnesS" of wages as between 
localities and industries-" unfair" in the purely relative , -~~ 
sense that labour is paid less (or more) in one place than 
labour of equivalent skill and efficiency elsewhere. 
These obstacles may take the form of ignorance as to the 
existence of jobs in another town or industry, of the lack 
ot means to move both home and family to a distant 
place, or of unwillingness for various reasons to leave a 
fsJ;niliar trade, couple~ with an optimism that "some­
thing will sooner or later turn up." It is often said that 
the housing shortage of recent years has seriously reduced 
the mobility of labour from place to place, because a 
worker who 1las a house or rooms is loth to forsake' 
them for the prospect of homelessness elsewhere.. At 
the same time it has been said that the clause in the 
Unemployment Insurance Act which virtua.lly allowed 
a man to refuse the offer of employment in another 
trade I (though not to refuse it in his own trade) without 
being disqualified for unemployment benefit lessens the 

, The elIeot of thia clause boo, ho ....... hem altered by a ....... t 
...... diDsAot. 
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mobility of labouffrom one trade and industry to 
another. Where movement is sluggish for any of these 
reasons, labour .may be relatively abundant in some 
towns or trades at the same time as it is quite scarce in 
others; • and this may oause wages to fall in the former 
and to'rise in the latter, until the gap between the two is 
suffioiently great to encourage at any rate somEimovement 
of workers between the two. It may further happen 
that, when there is little movement of workers between 

)two trades or pIaoes, the "supply-price" at which 
Iworkers are willing to ofter their labour may differ quite 
widely, 80 that there is a greater degree of exploitation 
where labour, either by custom or because of poverty, 
places a high valuation on money-income in terms of what 
it is willing to do and to forego in return. The relative 

. lowness of wages in agriculture, for instance, has usually 
been attributed in 1arge p¢ to the tardiness with which 
villagers move off to improve their fortunes in the toWlllJ. 

To the extent. that these obstacles to movement are 
geograPhic:al in character differences in wages for the 
aame'OIIiss of work 'will tend to arise between different 
distriots of the aame industry-for instance, different 
coalfields, or agriculture in the north and the eouth­
as much as between industries which are localised apart. 
To the extent that the obstacles are occupational in 
character differences in wages may arise between 

_ different trades even in the aame town, as those between 
the .. sheltered" and '! unsheltered.. trades of which 
mention was made in Chapter n. At the present time 
there seems very little tendenoy for labour to move from 
the misery of South Wales mining valleys tooompete for 
employment among better-paid builders or transport 
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workers in the South of England, kd no very large 
tendency to move from shipbuilding into neighbouring 
trades which are better paid. In addition to the reasons 
that have beenaIres~y mentioned, this may be largely 
due to the fact that to-day when wages are fixed by 
trade union agreement there is less chance of workers 
undercutting those already employed by offering them­
selves at a cheaper rate; while it is also probably true 
that workers are more likely to be induced to move by 
the offer of new openings and rising wages in expanding 
trades than they are by the harsh pressure of falling 
wages and unemployment in their old accustomed 
trade and place of birth-in other words, mobility of 1 
labour is probably greater on a rising than on a falling, 
labour market .. 

§ 4. .. Oasua!" Emp!oy~nt. Such immobility of 
labour is likely to be enhanced by anything which 
encourages the hope that .. something will turn up " 
in the old trade, when actually there is no longer suffi­
cient work available there to afford constant employ­
ment to the same number of workers 38 before. And 
this hope that .. something will turn up " which keeps 
men hanging about the fringe of the trade instead of 
moving off in search of better prospects elsewhere wiIi 
be materially affected bi the methods of engagement 
which the employers use. If an employer staffs his 
factory with a regular number of .. hands" whom he 
employs fairly constantly from week to week and only 

. changes for specific reasons, the worker who is dismissed 
will know that for the time being at any rate there is 
.. nothing doing." But if the employer is in the habit of 
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changing his stafI', br a part of it, frequently-taking on 
temporary workers at particular. seasons, employing 
'Workers for a specific job, discharging them and hiring a 
new set of hands for the next job-then the situation is 
different. The discharged worker will feel that there 
are oppprtunities of being re-engaged, at least for a' 
temporary-period, in the near futurtf.' <those who hang 
on the fringe of the trade will have some chance of 
getting employment some at the tUne, even if they have 
little or no chance of getting employment in that trade 
all of the time. The extreme case of the " casual method" 

)of employment, as it is called, is,found in such work aa 
I unloading cargoes at the dOcks, where dockel:ll are taken 
Oli, not Jor regul.... employment, but for -the loading 
and unloadin~ of a particular cargo and then discharged. 
This tends to encourage a considerable "reserve of 
labour" to hang about the industry, much in excess of 

_ the number which can secure regu1ar employment on the 
.. v~. However many ~ are at the' dockgates, 
each has equal chance with another of securmg employ­
ment ; and consequently a larger number tend to 
gather there than are likely to be taken on at one time 

'1even on the busiest day. In such trades not only max 
I the average earnings of a worker be unduly low because 
. of the inconstancy of !ria employment, but the keen 
competition for work may, depre88 wage-rates aa well. 
Moreover, any attempts to raise these rates, while casual, 
methods of employment remain, may merely attraot a 
1arger reserve of labour to the industry, so that average 
~gs are reduced rather than raised, 

§ 5. TAd" 811Hlt1te1l Trades." The problem of what is 
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known 88 the "sweated tnt.des" is a special case of 
wages being " unfairly" \ow. A" sweated tnt.de " "!88 
defined originally by a Select Committee of the Hou,,", 
of Lords as being characteris¢ by "inadequate wagas, 
inordinately long hoUZII and insanitary conditions of 
labour." In many cases these so-called "sweated 
trades" consist of hand·wo-rk done in the hOpie <or in 
amaIl workshops~ mch as paper box.making, hand-made 
lace, some chain-making and laundry work and cheap 
tailoring, of which a good deal was heard before the 
war. Often it was only the possibility of acquiring 
supplies of cheap labour which apparently kept these 
trades and their existing methods alive: otherwise the < 

work would presnmably have been done by DUIIl1.ine 
methods in more up-to-dste factories.' Lib parasites; 
accordingly, these trades tended to fasten onto those 
areas where supplies of cheap labour were obtainable. 
In the majority of clIses this cheap labour was women's 
labour, driven by the death or illness or unemployment 
of the male' breadwinner to earn some supplement to the 
family earnings. If the workers in question had been 
sufficiently well-informed, Or less urgently in need of < 

immediate earnings, and had been abl~ to move in 
search of alternative employment elsewhere, they would 
not have accepted these exceptionally low rates. 'Often 

, it was the case, therefore, that if an attempt had been 
made to forbid the payment of these " sweated" rates, 
the tradea could hardly have survived in competition 
with better-equipped machine industry-cheal' labour 
acted as II subsidy to their inefficiency; and in this case 
the workers concerned would have aufiered complete 
loss of earnings in unemployment. Solution, to, be 

I 
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complete, has to achieve the transfer .of the surplw 
labour elsewhere. The whole problem is merely a partic 
ular iUw.'tra~on _ of $e tendency of poverty to bree( 
poverty which was referred to in the last -chapter. I: 
moften the poverty of male wage-earners which compeL 
the women members of the family to go out and seel 
empl~yment, and so enables the "sweated trades" t< 
thrive on the supply of cheap labour thereby created; 
and once the price of labour falla substantially, its supply. 
price is likely to be reduced, so that worse terma oj 
employment are readily accepted in the future. 

§ 6. Mtm', t.md Women', Wages. To a large extent the 
problem of " sweated" Jabour is ouly an extreme case 
of the general problem of male and female labour and 
their respective wages-although, of course, there may 
be, and is, .. aweatiug" among men as well as among 
women workers. If men and women could never be 
substituted for one another on the same job, male and 
female labour would "onatitute a pure case of "non­
competing groups," in Cairnes' sense that transfer from 
one group _to the other was not possiblr It might 
happen, of course, that a woman cook pretended to be 
a Paris Chef or a man disguised himself as a nursemrud 
or a governeas; but such habits do not seem to be very 
frequent. One would then expect the price of labour in 
the two groups to differ if conditions of supply and 
demand in one group were different from those in the 
other. On the side of demand there is the fact that there 
may be fewer remunerative jobs for which women are as 
fully suited as are men. In some cases women will be 
definitely superior, as in certain operations of cotton~ 
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spinning. ill-teaching small ebildreD; ..mIe for heaT}' 
IIIDl!tDIar.operaiioas like coaIlaewing &lid iIon moulding 
__ will dNrIy be 1IIISIIiW.. n is SIIIIIeWDes said 

. thai., because __ are more 1iable W iIlneos .. 0Dly 
w apply tJ.e.mseJws &einponriIy w an employmenl, 
they may be less lIIII!fuJ. w aa employ.. for ~ l1lIISOIl 

alooe. Added w this is ihe probable eired of custom ill 
excluding 1I'OIIIeIl- from _ OCCIlpttM.. 

The average di1Ierenee, ho_. between ihe level of 
men's &lid 1I'IIIIIeIl'S wages is in most countries ~ as 
much as 50 per cen~ -di1Ierence which seems eon­
sidsably greater than is probably auributable w 
factors on ihe demand side alooe. The following \ahle" 
sho1r8 ih. position ill YlIriouscountries.. 

t , B._a! 
i W_ ..... 

iN-a!Sta- Do .... Mea's Wage 
_'s W"8" 

• 
= (00). 

Australia Weekly nateo !soP'-:II, 192< 53 
Denmark Hourlyearnings lith. qr .• I925 58 
France ~ I¥ly rateo Oct. 192-4 "'- 52", 
Britain Triode Board Jan. 1, 1926 00 

hourly minima 
61 .", Sweden Hourly earnings 192-4 

U.lU. Weekly earnings J ...... I925 59 
~e .. York Weekly earnings iAprill926 -00 
~.S8lch .... tt. Weekly earnings May 1926 57 

In explaining the widen.... of this diilerence ihe con­
ditions of supply of female labour probably play a 

I Cited _ J. B. Rich' I , f'Ao. __ W_ P. 136. 
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decisive part. If the supply-price of women's labour-­
the price for which they are willing to supply their work; 
-is generally lower -than that of men, this by i~ 
would explain the lower rates paid in women's trades ~ 
'and this in fact eeema to be the case. It is true that aua 
l1llIII8lried woman who goes out to work does so as a mle 
either to earn " pin-money" or to add something to th81 
family earnings at home; and the fact that ahe has 1_ 
nrgent need to earn might be thonght to make .h~ 
unwilling to go'out to work unleaa the inducement_ 
fairly high-in other words, to raise the supply-prioe oC 
their labour. In some Q88eII the matter probably works 
in this way; and it might well be that if employera 
sought to extend their employment of l1llIII8lried women 
oonsiderably; the price they would have to offer would 
have to be in~ fairly fast. This, at any rate, would 
seem to apply to middle-claaa women-for instance, if 
the demand for women secretaries was considerably 
inmeased. At €he same time the influence of the modern 
desire for independence among women ,operates in the 
other dilection, as does also the effect of custom. Women 
have probably grown accustomed to think of themaelvea 
as unable to earn as much as men, and, having adjusted 
their val~tiona of work and income to this fact, they 
tend to be zeady to work at a lower wage than would 

,men-an important example .of how the customary 
I wage-level of yesterday influences the supply-price of 
I labour and hence the wag<f-level of to-day. In practice 

this latter seems to 'be the preponderating effect. Of 
dec.",! influence, however, on the supply o! women in 
the labour market is probably the number of married 
women who go out and seek employment ~uae their 
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family is in straitened circumstances through the low 
earnings, unemployment, illness or death of the male 
breadwinner. These women, since they are driven 

.. to work only by the pressure Of poverty, will be ready 
to work for. almost anything they can get, and they will 
value low immediate earnings, even though spasmodic 
and temporary, more highly than future prospects 
that are better and surer--the supply-price of their 
labour will be low. And precisely bec.ause the supply 
of female labour of this kind tends to vary inversely 
with the earnings of male labour, the very factors 
which tend to depress men's wages will tend to augment 
the supply of female labour and to cheapen that supply 

. still further. . 
Actually, however, male and female labour can be 

substituted for one another in certain cases; and to 
this extent the two do not constitute a pure case of 
.. non-competing groups": although. pet'BOrII cannot 
change from one group to the other and 80 compete 
with the latter. the demand fIJI" !Mit severa' ~ can 
be partially transferred. Hence, in so far as Bubstitutioll 
is possible there will be a tendency for -employers to 
substitute women for men in their factories if the former 
can be obtained more cheaply than the latter. This 
expanded demand for women and narrowed demand for 
men will tend to mise female wages and lower male 
wages, until the two are aufliciently equal for there to 
be no advantage to the employer in carrying the sub­
stitution further. This equalitY of wages, however, 
under these conditions would only be equality. between 
men and women of equal. efficiency and capabilities. 
Where ~ a woman was less l18eful to an employer, the 
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latter might still prefer a male employee even I10t a slightly 
higher wage; and in so far as women employees tended 
to work leas intensively than men and to do leas in an 
hour, no competitive tendency would necessarily exist 
for time-rolu to be equal. But it remains true that one 
would expect comfetition to establish approximata 
equality of- piecHlite8 for men and women of e'lual 
lcapabilities and usefulness-in other words, to establiah 
I " fair" wages as between men and wom,en. 

But although such substitution of women for men and 
.vic.! _8IJ is p~ble in certain cases, ita pOssibility is 
strictlY,limited; just in-the same way as there is some 
possibility, but only a limited one, of transferring work 
from aki11ed to unskilled male handa. It has been 
estimated that only a fifth of the male workers are 
engaged in trades in whicli women are also employed to 
anything more than a negligible extent; while, as Mr. 
and Mrs. Webb have said, "even in the industries 
which employ both m<m and JVomen we nearly always 
find the sexes sharply divided in difierent departments, 
working at difierent processes and performing difierent 
operations," and "in the vast majority of cases these 
several 'departments, processes and operations are 
mutuaIly complementary, and there is no question of 
sex'rivalry.'" 9uatomprobablypIaysaconaiderablepart­
in making employers unwilling to teach a trade to 
women, anil. so in setting a barrier against the invasion of 
certain employments by wo~en, even where, if tested, 
women might prove as suitable as men. Moreover, 
male trade unions in the past have uaually made strenu­
ous attempts to exact l10gIeements with the employers 

1 l~ Dtmocra<v, Ed. 1919, p. 49\ 
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whiCh have the effeot of stemming the intrusion of women· 
workers, or even of excluding them altogether, whenever 
there seemed any serious danger of male standards being 
undercut by cheaper female work. The very tendency 
of substitution to establish a competitive equality of 
wages therefore evokes resistances to stem. its further 
operation. 

§ 7. .. Equal Pay for Equal Work." It has frequently 
been urged that, in order both to do justice to women 
workers ana to remove the danger to male workers of 
being undercut and supplanted by female competition, 
the principle of " Equal Pay for Equal Work "-in other 
words, equal piece-rates for workers of equalcapabi!ities 
-should be adopted in aU trades where men and women 
compete for employment. In cases"where women were 
leas useful to an employer than men this would, of course, 
tend to have the effeot of closing the trade to women 
altogether, since an employer. would not employ a 
woman at the same price in preference to the more 
useful man; and in so far as this occurred the tendency 
would be to lower the general level of female wages by 
confining the demand for women to a smaller nlimber of 
trades. In many cases, however, where there was no 
marked disparity between the' suitability of the two 
sexes for the trade, the adoption of the principle might 
have an opposite effect. By removing the fear of male 
trade unionists that they. were subject to "unfair" 
competition it might induce them to relax or remove 
Bome of their restrictions on the entry of women, and 
thereby result in the admission of women to certein 
trades from,which they were fermerly excluded. Others 
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have argued that at least there is cOnsiderable 100m for 
the extension of trade union organisation among women, 
where it has hitherto been but weak or even non-existent, 
and the raising of the female wage-Ievel by collective 
bargaining both in exclusively women's trades and also 
in trades where women compete with men. From the 
point of view of the male trade unionist such organisa.­
tion of a weaker section of w~ers cannot fail to 
be beneficial, both in 80 far as the two are competitors 
for employment, and beca1ll!e, if women members of the 
family are wozking at low wages, the supply-price of 
male labour tends to be undermined, as well as vice 
. _8G_ How far this, or the establiehment of the principle 
of" Equal Pay for Equal Work," is likely to increase the 
aggregate earnings of the working cl888 all round depends 
on one's view of the issues discussed in Chapter V; 
einoe they both amount to a raising of the "supply­
curve " for a particular section of wage-eamers, namely 
women.. H the higher female· wage has the effect of 
improving working efficiency at all considerably, these 
measures of improvement will almost certainly increase 
earnings all round.. But whether it does this or not, it 
will lessen the exploitableness of labour and will enable 
the working cl888 as a whole to get more in proportion to 
the energy it e:'P"nda. 

§ 8. Intematitmal Wage-DijJertJtt«tI. When we come to 
enquire the reason of the wide differences of wages 
between different countries, such. as those detailed in 
Chapter n, we ehaIl find-that similar considerations 
apply as in the case of wage-variations between different 
districts within the samo country. In the first place it 
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ikimportant to remember that money wages may differ 
considerably even while real wa~ remain the same. 
¥oney wages are ftequently higher in large urban areas 
than in small country towns, as for instance in the case 
of printers, a large part of the difference being balanced 
by the different cost of living in the countryside and· in 
the large town. The difficulty of comparing real wages 
between different countries and the possibility of errors 
in current estimates of them have already been referred 
to in Chapter II; but it is the level of real wages in 
different countries that for most purposes is the signifi­
cant thing on which we need to- fasten attention. ~ 
Secondly, ill is necessary to compare both the real wages 
and also the relative skill and efficiency of labour in the 
two districts or countries. concerned. DifferenCes in 
wages between town and country or between one district 
and ancther--for instance, between the . North of 
England and the South-may not be "unfair" in a 
relative sense, because they correspond to equivalent 
differences in efficiency and skill. Similarly, the cotton 
operative of Bombay or Shanghai works less skilfu\ly 
and intensively than the cotton operative of Bolton or 
Oldham, and the difference in labour-cost to an employer 

I For lOme purpoaes, of oouno, difterenoea of money wages between 
two countries ma.y be the releva.nt considera.tioJJ,. For insta.noe. 
let us IIUPpoee tha.t two ooantriea ha.ve equal levels of rea! wagea, 
but for lOme reason this oo-exiate with a difference in monty wages 
between the two (i.e. in terma of gold at the preva.iling rate of 
exchange); then the employera in the low-money.wage-oountry 
would be a.t a rela.tive advldltage and the employera in the high­
money.w&ge-oountry a.b a l'ela.tive disadva.ntage when production 
for export was conoemed. This is _d to ha.ve been an important 
oonaidemtion which influenoed ootton ma.nufaoturera of a oentury 
ago to advooate the .. peal of import duti .. on oom. 
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is considerably less than would appear from a mme 
comparison of the reaJ..wage. At the same time it may 
quite well be true that the low efficiency of the low-paid 
worker is an efleet as much as a cause of his low standard 
'of life: the Bombay operative is fitted as little by his 
diet and housing conditions as by custom and, upbringing 
for highly intensive faCtory 'work. What is relevant at 
thll moment is that a competitive system establishes no 
tendency in this case for real wages to be equal, and we 
have no reason to be surprised if they are not so. 

International difierences of real wages, however, 
probably exist on a considerably greater scale than 
difierences of working skill and efficiency; and difierenoes 
of this kind, between countries as inside a country, can 
,only persist in so far as movement both of labour and 
the demand for it-in other words, of capital-is hindered, 
and the <lCOnomic systems of difierent countries con­
stitute " non-competing groups':' In this respeet labour· 
is 'probably less mobile than. 1& capital. A oertain 
amount of i;aunigration into high-wage couutries takes 
placs; and if the difierence in wage-levels is sufficiently 
great, the flow may become quite large. Throughout 
'the las~ hundred years there has been a steady stream 
of emigrants from Europe to U.S.A. Nevertheless such 
movement of labour is restr!'ined and limited by various 
faetors-by the poverty of the workel'8 themselves, 
by difficulties of language aDd citizenship and custom, 
and by the natural inertia which persuades the average 
man to prefer the accustomed to the speculative and the 
unknown. Not very many Polish or French or German 
workers come to work in Lancashire because the promise 
of employment there is brighter; sti1I less do Indians 
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and Chinese, save in specific cases such as seamen on 
British ships. And should immigration attain sufficient 
djrneruDOns to undermine the standard of the higher­
wage country, immigration :restrictions on the entry of 
aliens, as in U.S.A., Australia and Britain, are likely 
to be imposed. 

Just as inside a country, therefore, a particular grade 
of labour may poBIIOBB a privileged position and con­
stitute a sort of .. aristocracy of labour," so j;he wage­
earners of a country that is particularly rich in natural 
or acquired advantages, or more industrially advanced 
than ite neighbours, may share eome of the difierential 
prosperity of their masters and constitute a kind of 
.. aristocracy of labour" with regard to the rest of the 
world. And here custom and past tradition may play 
an important part. In countries where low wages have 
ruled custom will tend to cause the supply-price of 
labour to remain low, an<l hence to perpetuate an excep­
tionally low level of Relative Wages and of real wages ;­
while in countries where labour at some time or other has 
been able to secure a Iarg"er share, either· relative or 
absolute, of the produce, this very fact, by in1Iuencing 
both the supply-price of labour and the habiy. and . 
valuations of the employing &n.d investing class, may be 
the principal Ie880n for thE! wage-level continuing to 
remain high. 

In recent years, however: capital has shown an increas­
ing tendency to· move across national boundaries, 
particularly since the growth of modern imperialism 
has extended the political in1Iuence and control of the 
aclvanced industrial countries over the more backward 
countries of the earth. In some cases political policy 
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baa definitely encouraged this movement of capital, &8 

in .the oase of the lliIting of certain colonial securities 
under the British Trustee Acts. Just &8 the difierence of 
wages between akilled and unakilled workeni tende to be 
narrowed in so far &8 the latter can be subetituted for 
the former in the same jobe, so this transferred demand 
for labour from the high-wage to the low-wage countries 
tende to undermine the privileged position of the 
'" aristocracy of labour" in the more developed countries. 
If this movement of capital continued unbinderea, it 
would eventually produce an equality of wages the world 
over for labour of similar'efficiency and akill; and in 
so far &8 working efficiency itself is influenced by the 
standard of life,. the movement of capita.! might timd to 
level-up many of the differences of ~ciency &8 well. 
No such unllmited movement of capital, of course, exists •. 
But II1lffi.cient movement baa taken place in recent times 
to threaten quite seriously the higher wage standards of, 
at least, the more privileged sections of the working clasa 
in England and U.S.A. In U.S.A. one WitnOlllles the 
much-talked-of" transfer of industry .. to the Soathem 
States where labour tende to be cheaper, which is 
panilleled by t!J.e tendency for European capital to 
flow into India, China and Japan, South America and 
AUBtralaaia, and to develop industry there which com­
petes wit"h-the older-estab1ished industries of Europe. 
In th ... past the~" aristocracy of labour" in Britain 
probably benefited from the lower standarde of wage­
earners and peasant producers in colonial .countries, 
since it was able to benefit from the cheap food and raw 
materials which .were thereby acquired. But in SO far as 
to-day the lower-paid labour of colonial countriea to 
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a.n increasing extent stands in competition with the 
labour of the older industrial nations, the wage-earners 
of Europe (if not also of U.S.A.t would probably be 
benefited by any <lJ<tension of organisation or change 
of custom which raised the supply-price of their Asiatic 
brethren. How far such a cha.nge could at the same time . 
benefit both sections of workers, Europea.n a.nd Asiatic, 
by tra.nsferring to wage-earners part of the surplus 
produce which would otherwise accrue as income to the, 
propertied classes of the world-that is a question which, 
like the similar problem with regard to male and. female 
labour, will depend on the controversial issues which 
were discussed in Chapter V. 



CHAPTER vn 

TRAD);; UNIONISM AND WAGES 

§ 1. T1Ic!Jluwadw 01 Trade Ultions. Trade mUons are 
essentially the product of a wage-system in that they 
represent the obvious Iirie of defence against the economic 
wea1m_ in which propertyl_ wage-esrnera 88 unorgan­
ised individuals tend to find themselvE!ll- Some persons, 
indeed; have claimed to find in these organisations an 
historicaJ. connection with the medimvaT ,gilds of, 
craftsmen; while others have as8erted at least a formal 
similarity between the two. Neither of these viewa 
BeeID8 entirely justified. It.is now generally agreed that 
in 80 far 88 trade unions have any recognisable parentage, 
they must be connected with the associations of journey-

, men, or day labourers, which appeared spasmodically 
in the fifteenth and sixteenth centuri.. whenever 
. genns of a distinctively wage-earning cIass were found, 
'rather than with craft or mercantile gilds. The latter 
were ~tially associations of master-craftsme often 
themselves employers of others, producing and selling 
certain commodities, many of them in later tim .. 
coming to be associations exclusively of traders, whi~ in 
many ways resemble the aales associations of the present 
day.( A trade union, on the other hand, is an organisation 
of acIass of persons in a peculiar socia\and economic 

111 
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position, concerned in bargaining over the sale of labour 
and the conditions of employment; and since the wage-' 
earning . cl&88 has' peculiarities.. which distinguish it 
sharply from other sections of society, while the sale of 
labour in the labour market has certain special features, 
which have been discussed in previous chapters, con­
fusion rather than clarity seems the likely result of 
ide!!tifying a trade union with an ·ordinary sales 
associatio~ -

§ 2: The Beginnings of Trade Unionism. (The early 
trade unions which.came with the rise of factory 
industry at the ~eginning of the nineteenth century 
were local trade clubs and societies, often quite small in 
number, andoomposed of select groups of skilled 

, craftsmen and artisans who prided themselves on being a 
privileged .. aristocracy" within the ranks of the working 
class,) Many of them 'IlSed the cUstoms and ritual of 
the 'old secret societies, and an elaborate initiation cere­
mony was common. . We find bodies like the Pheernx 
Society of Painters in London expecting ite members 
to attend meetings in frock-coate and top-hate. The 
Manchester Order of Bricklayers excludP,!l .. any member 
found fighting" and mamtained rules against" wrestling, 
leaping, racing, football, acte of bravado, drunkenneas . 
or immoral conduct," while another society excluded 
any" drunkard, swearer or sabbath-breaker.'" Banned 
as illegal conBpimcies by the law until 1824, when the 
Combination Acte· were repealed, and refused any 
recognition by employers, their methods were more often 
direct action than· negotiatiQn; and while the masters 

1 R. W. Pootgale, The Bv;/der,' BiNmy, Pli. 18 ""d 32. 
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called in the police and lnilitary, the strikers on their 
aide ofteJi resorted to sabotage and violence. During 
the 1830's there were ambitioUjl attempts to link up 
these local trade clubs by federation into larger national 
organisations, of which the Federation of Cotton 
Spinners,the Builders' Union and Robert oWen's 

,grandiose scheme of the single Grand National Con-
solidated Trade Union were the chief. But so long as 
the basis of organisation remained local and sectional, 
with the peraonnel1>f each local, union pOBBessed of no 
wider horizon than that of its own town and domin­
ated primarily by specific group interests, wider federa­
tions were almost bound to lack coheSion. And it. was 
not until a group of far·looking trade union leaders, who 
were competent administrators as well as autocrats 
~hen need 3lOBe, succeeded in building strong national, 
unions with centralised finances- in the 'oO's and '60's 
out of the heterogeneous local trade clubs, that the main 
lines of modem trade union organisation were laid. 

§ 3. The "Ow, Unionism." These new national 
"amalgamated" unions, of which the Amalgamated 
Society of Engineers, formed in 1851, was the model, 
while they were national in scope, remained like the old 
trade clubs essentially organisations of the superior 
skilled craJtsmen which did not admit or cater for the' 
lower unskilled grades. Cautious and conservative in 
outlook, and in general rejecting the strike weapon in 
favour of the estabJishment of joint negotiating boards 
with the employers and of conciliation and arbitra\ion, 
they aimed to secure for themselves a privileged position 
in . the labour market by making their labour scarce. 
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Their methods were virtually the monopoIist. measures 
of the· old gilds, designed to make their craft more 
securely into a .. non-competiDg group" and so to sell 
their services at a higher price. This" fundamental 
principle" of their policy was clearly enunciated by 
one union, the Flint Glassmakeis, in an address of the 
Executive in 1857: .. It is eimply a question of supply 
and demand, and we all know that if we supply a greater 
quantity oi an article than what is actually demanded 
the cheapening of that· article, whether it be labour 
or any other commodity, is the natural result." .. You 
keep yo~ own wages good," said the retiring Secretary 
in a farewell. address in 1854, .. by the simple act of 
clearing the surplus labour out of the market."1 .Many. 
of the old local trade clubs had used methods of this 
)rind; which the new am3lgamated unions now took 
over and used on a national acale. The Dublin Coopers 
and the Cork Stonemasons had the custom until quite 
recently of levying a tax of lB. a week on all " outsiders " 
coming to seek employment from another town. Half 
of this amount went into a special fund for the purpose. 
of paying the return fare for " outsiders" and sending 
them out of the town as soon as trade slackened and any 
danger of unemployment appeared. The national craft 
unions pursued the same sectional objects principally 
by careful regulations concerning apprenticeship, which 
had the eflect of limiting entry to the trade, and by 
exacting agreements from employers which provided for 
careful demarcation of the work, both between one 
oraft and another (as between plumbers and fitters or 
joiners and pat~ersl and between craftsmen and 

I C1I. Webb, BiMory./ TnoIe U.ioA;"" Ed. 1920, Po 201. 
10 
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less skilled men" thereby .. earmarking" demand fod 
members of the particular union and preventing thGJ 
tranafer ,of demand for their semcea to other work~ 
Originally the limitation of apprentices had. heed 
sanctioned by law under the old Statute of Applenti~ 
But this situation was terminated in 1814; and tha 
early craft uniODl! were merely continuing a c~ 
which had formerly been enforced by law. 'PIe Stone-I 
masons Iimited-and sliill limit-the number to one 
apprentioe for every 5 or 6 men working, and exacted' 
an apprenticeship period of 5 to 7 years. The Flint: 
G1l\88JJ1akers allowed one for every six workmen; the! 
Lithographic Printers one for every live with a maximum' 
of six in any firm; while some of the Sheffield cutlery 
~des limited apprenticeship to BOns of ~ting crafts.. 
men. Among compositors the rules still vary from 
town to town; ~ but it is quite oommon for -a rigid 
maximum to be plaoed on the number of1apprenticea 
that can be taken by anyone firm. In addition, t'he 
craft unions often attempted to restrict the working 
of overtime; they etrengthened the economicp position 
of their members by building large reserves in the shape 
of Friendly Benelit funds for use in case of sickness, 
accident, unemployment, or old age; while in several 
oases they maintained an 'emigration fund, as was done 
by the, FlintA}Jaasmakers, the Compositors, the Book­
binders, the Ironmoulders and the Engineers, in order 
to ship surplus members of the craft overseas. 

These methods of what later came to be bawn as 
the Old Unionism mark the nearest approach of trade 
unions in character to the old gild or the modem sales 
association or cartel. But with the growing invasion of 
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the factory by machine-methods, for ever narrowing 
the domain of the old handicraftsman, the power of 
craft unions to maintain their privileged position 
gradually wimed. The demand for special skill con­
tracted, as this skill was required over a narrowing 
field. The training required to mind a JJI8l:bin6, however 
complicated, was 1688 than was formerly needed to 
equip a, millwright or a lithographic, printer; - and 
to-day the,.skilled worker is more genemlIy a mere 
responsible operator of a complex maehine-proceaa than 
an artisan who has learned to fashion material with his 
hands. The old stringent apprenticeship rules, as a result, 
had to be relaxed or abandoned, or else they were auto. 
matically circumvented by " progression (or promotion) 
within 'the .trade." Printing establishments in towns 
where apprenticeship limitations are severe often fill 
vacancies by drawing compositors ~m country firma 
where the' apprenticeship regulations do not apply or 
are not enforced; while in a modern engineering shop 
there exists a gradation of different machines from the 
simplest, operated by the least experienced semi-skilled 
hand, up to the more complex operations requiring 
skill and experience. Between any of these p_ 
it iavery hard to draw a frontier-line to distinguish· 
where skilled work begins and semi-skilled operations 
end; and in practice unskilled workers lJy passing from 
<lne proceaa to the other can gradually acquire the necea­
aary skill for the higher proceaaea without a formal 
apprenticeship, and are in fact to an increasing extent 
promoted in this way. Consequently, the gild-like 
practices of the Old Unionism are now largely obsolete. 
They still IIlll'Vive in a few traclea-the boilermakers, 



188 WAGES 

the Sheffield cutlery tradee, sectiOIl8- of <the building 
tradee are instances. But in trade&! like engineering and 
Printing the passage of events is rendeiing them less and 
lees important; while in a large number of tradee, such 
as textilee and mining and transport, they do not exist. 

I 

§ 4. The" Neoil UnioniBm." In the last twenty years 
of the nineteenth century a new wave of trade union 
organisa~on, known as the-" New Unionism," appeared. 
Twenty years preVidusly a speaker at a conferep.ce of the 
Working Men's Internationa1~ had auggeeted that the 
growth of cr8.ft unions might create a .. fifth eetete " 
-the outcast unskilled workers-beneath' the ," Iourth 
eetete" of the organised skilled artisans. This had to 
some extent.occurred, and might have occurred still 
more noticeably had not the process of the, machine 
sapped much of tha economic foundation for a privileged 
eetete of skilled craftsmen. At any rate, it was precisely 
to this so-called" fifth eetste .. that the New Unionism 
appealed-to the masses of low-paid "nnahom china 
and fustian jackets .. who had been left outside th8 gstee 
of the Old Unionism; and the growth of a number of 
new "general labour" unions at this period, such as 

. the Dockers' Union, tha Workers' Union, the Gaaworkers', 
the Seamen's Union and the National Union of General 
and Municipal Workers, represented the first compre­

'hensive attempt of the unskilled workers te organise 
themselves, From the nature of the case these new I 
unions could not employ the privileged methods bf their 

• skilled superlora-apprenticeship and demaroation rul~ 
were out of the queetion where apprenticeship did no$ 
exist and crafte were not defined; nor. being poor, could 
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they place much reliance on the reserve strength dorded 
by large friendly ben~ funds. The only method 
which remained for .them was to strengthen their own 
ability to secure an improved price for their labour by 
81lhatituting a collective bargain on behalf of the whole 
group of workers in place of the individual bargain of 
each separate worker with an employer. By bargaining 
collectively through a trade union they could establish a 

. ".tandard rate" to arrest the tendency of. individual 
workers to undercut one.another by bidding (or employ­
ment and so cnmulatiwly to lower the supply-price 
at which labour W88 offered over the whole trade. As 
long 88 some workers stood outside the union and were 
not included in the collective bargain, the .. standard 
rate" ouly applied over part of the trade, and the 
possibility still remained of the standard being undercut 
by the competition of other workers who offered their 
labour at a lower rate. It accordingly became the 
dominating aim of the new unions to make their organisa­
tion 88 all-embracing 88 pOllSible; their ideal being to 
prevent the employment of non-union labour altogether ; 
whereas the employer on his side had a naturaJ interest 
in reserving the freedom of what in America is caned the 
.. open shop " to substitute non-union for union labour 
if he desired. 

At the outset the old craft unions were inclined to 
look with contempt, if not with actuaJ hostility, on these 
new unions among the lower grades. Particularly did 
they frown in the dignity of ripe age upon the .. hot­
headed " methods of the younger generation. But 88 

the new unions grew in strength and in1Iuen08, while on 
the other hand industrial development rendered the 
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privilege-methods al the Ol~ Unionism iDereuingIy 
obsolete, the craft UDiona _ evan inclined to look to 
the younger UDiona for .llian.... and. 81Ipport. Wlu!re 
1IDBkilled workem to an increuing eDen!; coo1d eucmach 
!'D skilled workem' jobs, 88 in the engiDMring Radat, the 
power al the craft UDion on ita own to ~ terms from 
an employer 'WlI8 eooaiderabIy"...IrenecL On the other 
Jumd, a strike al 1IDBkilled wcdera coo1d often be 
easiIy broken by the employers if the skilled eraftsmen 
(for instance, engine-driverB on· the rail-;a) . stood 
apan and continned at work.. A certain _ of inter­
dependence acecudingIy developed between the two 
sections ; and this JI1'!P'Il'ed the soil for a.lIlO'fI!DIIOJI& 
towarda Indnatrial Uniouism. or. the linking up of an 
workere in one industry; irftapective al craft or grade, 
into a single organisation,.which filled the stage of trade 
UDion discoaaion in the six .. .eight years before the war. 
The arguments in favpur of 8lIch temganisation had 
special force, since in England trade UDioniam,like Topsy, 
had .. juet growed," and the m>planned .growth had 
resulted in a mnltiplicity of sectional, overlapping and 
often rivalUDiona 1I'Y2I 1000 in an. The need for 1arger 
1DIita of organisation, to increase the eftectiveDeas al 
collective bargaining, 'WlI8 IIlIfIicientIy felt to IM. fruit 
in a number of amaIgamatiOJ18 and federationa of 
separate UDiona: Many of the separate craft 1DIiona 
merged together, 88 in the engineering Radat, where the 
AmaJgamated Engineering Union 'WlI8 evenAJally formed 
out of the old AmaJgamated Society of Engi_ 
aIongwitb several other craft UDiona. Unskilled workem' 
UDiona which overlapped were joined or fedeJated, 
ae in the _ of the TIanepon Workem' FedenUOIl" 



TRADE UNIONISM AND WAGES 141 

Generally, however, the attempt to link up both akilled ' 
and unskilled workellj in,ll eingle industrial union met 
with too strong resistance from the akilled crafts, who 
feared to lose their :privileges if merged in a larger unit. 
The signal aucceaa of the apostles of industrial unionism 
was the National Umon of Railwaymen, formed in 
1913 to include all grades in the railway service; but 
even here two craft unions, the Amalgamated Society of 
Locomotive Engineers and Fitemen and the Railway 
Clerks' AsSociation, remained outside. ' 

§ 5. T,aik Unions aM 1M Stau. Collective Bargaining 
inevitably implied the US6 of the strike weapon as a 
last resort if the bargainere failed to come to terms. Just 
as an individual bargain is not free if one of the parties 
has not the right to refuse to Close on the other's terms, 

. so a collective bargain can llave no meaning unless the 
parties have full right to refuse to close the bargain if 
they are not satisfied; and this uieans on the employers' 
side the right to refuse to employ the workers on the 
latter's terms, and on the workers' side to refuse to work 
on the masters' terms-in other words, to declare a 
strike. In the event of 8uch a collective refusal to 
agree, the master will desire to obtain either non­
unionists, or deserters from the union, or workers 
from another town or trade who will accept employment 
on his terms. If he can do this, he can "break the' 
strike": if he cannot, his hope of victory will be 
confined to a trial of endurance with the union, until the 
latter's funds are exhausted and starvation forces it 
to .. come to heel." The strikers on their side will rely 
for succeaa, not only on the power to hold cmt and keep 
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themselves from starvation, but also on the ability to 
pravent the masters from etafIing their factories with 

.. " bl&cklegs .. (as is the opprobrious term). To do this by 
clissu&dingnon-unioniste from ent,ering the factories 
is the purpose of" picketing "-posting union " pickete .. 
at all entrances toplacee of work_hiel! playa auch a 
prominent part in every strike. Such" pemoaeion'! 
may take a variety of forms, from a polite soggestion to 
a .. blackleg" that he should " stand by his matee .. to 
the 'besieging of a man's house and the use of personal 
Violenoe. Legislation in 1871 and 1876 had expreoaly 
pennitted .. peaceful picketing .. 80 long 88 no threaIB, 
either in word or gesture, were used' ; and it had also 
removed the illegality which had previously attached to 
miker as conspiracies U in restraint of trade." But in 
1901 an important legal judgment, known as the Taft 
Vale case, laid trade unions open to the danger of being 
sued as corporately responsible for any acta committed 
by ita members during a mike-if a miker broke a 
window the national union could be held I<!SpOnsible 
-and also of being BUed for damages on aocoun~ 
. of l088es incurred by employera as the result of a strike . 
.This situation caused the new unions and even some of 
the older craft unions to join in forming the Labour 
Representation Committee (later to become the Labour 
Party), and to run independent candidatee for Parli .. 
mant, in order to secure legal sanction for the right of 

I Tho 1927 Act hoe attempted 10 narrow tho definition of u __ 
lui picketing" by forbiddiDg oxp ..... y til. U watchiDg __ tomg" 
of a m&D.'. houae. the attendance- of picket. in lOeb. Dumben or ia 

. nch. maDDer .. to U intimidate It anyone; .. intimidation ,. beiac: 
defined .. oausing .. apprebenaion of boyoott, or upoeaze to ba&recI. 
ridicule 01' aontempt. It 
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oollective bargaining and ~e strike. This their pressure 
was successful in doing;. and in 1906 the Liqeral 
Government passed the Trades Disputes Act by which 
the Taff Vale judgment was explicitly rev~ 

Once having entered politics to secure legal recognition 
for their activities, it was natural that the trade unions 
should seek to use political action directly in further­
ance of their aims. This led to the policy of securing 
State interference in the labour market in order to set a 
.. standard rate .. by law and thereby raise the supply­
price .of. labour, particularly among the most poorly 
paid. In other words, it resulted in the policy of the 
legal minimum wage. 

§ 6. Reformist v. Reoolutionmy Tmik Uflionism. 
Having passed from bargaining on detailed wage..rates 
to furthering a general political policy, the New 
Unionism. whether conscious of it or not, had come to 
adopt a definite sooial philosophy. This sooia\ philosophy 
has come to be known in England as State Socialism : 
in continental socialist circles it is termed Reformism. 
It involved the acceptance (at any rate for the time being) 
of the main characteristics and institutions of the wage­
lIystem, with the co-existence of a propertied and a 
. propertyless class which the system implied; but at 
the same time it involved the attempt to extend State 
interference in the labour market, both to give legal 
.tatus to trade unions as recognised institutions of a 
wage-oystem, and to raise the standard of life of wage­
earners by minimum wage legislation and allied means. 
In certain cases it implied also the control or 8Uperses­
Ilion of the private employer by the State. 



WAGES 

. This view, hj>wever, of the correct goal of trade union 
policy met an,important alternative opinion in working­
elass circles. The alternative was not, of very great 
importance ig, this country before the war, when economio 
conditions favoured 'easy improvement in the working­
class standard of life; but it has come to be of con­

. aiderable importance since the war, particu1arly on the 
.continent of Europe. This latter policy, which ia usually 
termed Revolutionary Trade Unionism, regards it &8 

the function of the trade unions to act &8 spearheads 
of a revolt against the wage-syetem itself, until the 
working class ia aufficiently powerful to challenge the 
rule of the- propertied cIass and to transfer the control 
of industry to the workers' own political and economic 
organisations. This view does not deny the desirability 
of trade unions struggling by collective bargaining 
for refonns in the workers' . standard of life; but it 
denies that such attempts should be con1Wed to what ia 
.. practicable" or .. reasonable" within the .wage­
ayatem. Every such struggle for reform, it ia argued, 
necessarily comes up against the limits imposed by the 
rights and deairea and standards of consumption of the 
'Propertied class; the" practicality .. of a w~vance 
ia relative to what ia conventionally accepted &8 the 
reasonable standard for the investing cIass. Hence 
every cJeim for advance in Relative Wages ia likely to 
challenge the continuance of these aroepted rights and 
standards, and if pressed by the trade unions these cJaima 
are likely to meet increaaiogIy severe resistance an along 
the line, until the revolutionary iaaue ia finally raised 
of the very continuance of a propertied class. In several 
unions in this country the iaaue between these two vieWi 
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of trade union policy' is beginning to be acute, and an 
organised opposition, in the shape of the National 
Minority Movement, is beginning to form. . In some 
countri .... the advocates of Revolutionary Unionism 
~ve formed their own separate, and in. Bome. cases 
rival, unions; but in the majority'of cases, where 
Revolutionary Trade UIuonism has been linked. polit­
ically with the Communist movement, they have worked 
to permeate the existing unions, to win them over for 
the new policy and to supplant the former Reformist 
leadership, This conteet inside the unions between the 
two policies tends to be conducted with increasing 
bitterness, and in many cases actual splits and expulsions 
of the opposition elements from the unions have occurred; 
while in some cases~ where the revolutionary policy has 
secured a majority, the old leaders have seceded to form 
rival Reformist unions on their' own. 

§ 7. W ... ker,' Oomrol. The issue between the divergent 
views of trade union policy becomes partieu!arly clear 
when the question of workers' participation in control of 
industry is raised. In reoent years the matter of admit­
ting wage-earners to BOme participation. in the control 
of industry has been increasingly discussed both among 
employers and employed. The crudest form has been 
the proposals advanced by aome employers for what in 
America are termed "comp&l!luni0"!l'~ -associations I 

of workpeople belonging to a particular firm_ a 
means of attaching workers more securely to a particular 
master, of weakening the hold of trade unionism and 
substituting individual bargains in place of collective 
wage-agreements. Sometimes schemes of' co-partner-
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ship and "profit-sharing, such as were described in 
Chapter m, are introduced, with or without conditions 
whioh weaken the attachment of the employees who 
partioipate in the scheme to a trade union. In a number 
of oases the. employers, while fully recognising trade 
unions and Continuing to negotiate with them, have 
encouraged the formation of elected works committees 
as a me8DI of increasing loyalty to the firm, of 88II1l&ging. 
industrial unrest and increasing the worker's willingness 
to work and his efficiency. These works committees, 
elected by the employees in the factory, sometimes are 
merely instrumenta for. ventilating grievances to the 

-management; sometimes they have definite advisory 
functions of pasaing their opinion on changes and 
innovations, IIlich as the appointment of foremen, the 
introduction of new proceeses, alteration in the shift 
systam; sometimes they are given a degree of control 
over specifio things such as welfare work, sanitation, or 

. minor matters of timekeeping and discipline. In this 
colintry the institution of suoh councils in each factory 
was recommended by the Whitley Committee set up 
by the Government during the war; and up to 1920 
about 1000 were created on the initiative of employers, 
many of which bave since, however, gone out of existence. 
In Germany works councils are compu1sory by law, 
and are given certain defined legal POwer!! of a u;rlnor 
order. In the majority of cases the trade unions put 
forward their own candidates for election to the councils 
and frequently dominata them; but in certain cases 
the employers bave used the works counoil .. to drive , 
breaches into the principle of collective bargaining.'" 

I C. W. GuiIIobaod, f'Ae Worb C........" po 6!L 
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In America the movement has also spread considerably 
since the war, being linked <Ill the one hand with BOhemea 
for factory .. welfare work" and on the other hand with 
the campaign in certain industries for the .. company 
union" and the" open ehop." 

The trade unions on their aide have advanced claims 
for some participation in control as a logical develop­
ment of normal collective bargaining. When a wage­
agreement has been made between the employere and a 
trede union, there frequently remain detailed matters 
of interpretation in applying the. terms of an agreement 
to the particular case. This will involve such matters 
as weighing and measuring, which were disoussed ,in 
Chapter III, the question of hours and overtime, and 
in the case of ekilled workers matters of-apprenticeship 
rules and demarcation of work. When work is on piece- ' 
rates difliculties of interpretation are particularly numer­
ous since there is always the question of the category 
in a .. price-list" into which a particular job falla, 
while the moat comprehensive" price-list" can hardly 
cater for every variation of jobe and certainly not for 
such new types of work and new proceaaes as may ariae. 
I~ is natural that a trade union, pursuing the aim of 
collective bargaining. should not. be content merely 
with laying down the general terms of an agreement, 
but ehould desire to have some say in the manner of ita 
application to detail. Moreover, the sale of labour has 
this peculiarity. Unlike other commodities, the seller 
of labour does not cease to have an interest in what he 
sells as scon as the 'act Qf saJe is completed: he haa a 
vital concern in the way in which his labour is used 
after it has been sold. A wa.ge that might be considered 
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good under no:rmai cireomstancea may be "low" if the' 
place and manner of employment involve danger to 
health and life. In some trades working conditions in 
the factory are already dealt with in collective agree­
ments between employers and trade unions. In textile 
weaving· clauses are to be found which provide that 
workers shsll not be required to work where there is an 
undue volume of eteam; and in the potteries that 
ovenmen shall not be required to work in a temperature 
higher than 120 degrees. The demand for 8 voice in 
the control of working conditions in the factory, as well 
as over interpretation of piece-work scales, demarca­
tion of work, hours Clf ·work and overtime, naturally 
deve10Jis 'as collective bargaining becomes more com­
plete; and as trade unions grow IItronger they tend 
to advance claims to have a say in wider matters which 
affect the workers' intereet-on business policy 80 far 
as it affects unemployment, on methods of engagement 
and disoharge (e.g. the casual labour problem), even 
01\" the general organisation of the industry in so far as 
it affects the ability of the trade to pay good wages .• 

§ 8. The Mach'-Y of Collective Bargaining. Tho 
actual machinery of collective bargaining itself, as it 
develops, tends to merge by degrees into machinery 
which may be described as a form of joint control over 
industrial policy. At its most elementary and. unde­
veloped stage collective bargaining takes the form of 
negotiations between an individual employer and a 
deputation of his workpeople, without any recognition 
by the former of the right of a trade union to apeak on 
behalf of his men. The next stage may be where 8 trade 
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union has secured BUfficient recognition for periodic 
meetings to take place between the officials of the union 
and either individual employem or the officials of an 
employers' 888Ociation. Such negotiations here take 
place 88 a rule only when disputed pointa arise, and only 
by the consent of the employem at the moment. A 
fn!ther stage is' reached when the two parties agree to( 
summon a joint meeting of the two aides at the leque&t 
of either. Here agam meetings only take place when 
a dispute has actually arisen; but the parties virtually 
bind themselves to meet and negotiate before taking any 
action. Finally, collective bargaining in ita moet 
developed form is found when regular machinery is set 
up in the form of a joint committee of the two aides or 
a .-!l!!'!!ljliation boa.r<i compoeed of representatives of 
the employers and the trade unions, which holde meetings 
at regular intervaJa to discuss. current bueiness, and 
pooseeses a definite constitution and rules· of 
procedure. AB recently ae jmmedi .. tely before the war 
in this country important groupe of employem, including 
railway companies, refused to recognise the right of 
trade unions to bargain for their employees; and over a 
1arge ephere of American indnstry ro-day collective 
bargaining has not advanced beyond the moot elementary 
fust stage. Bu~ in the principal industries in Britain 
ro-day regular machinery exists such ae in the fourth 
stage that we have described, and protracted negotiations 
take place to arrive at a settlement before the dispute 
reaches the acute stage of a strike or an employem' 
lock-out. In eome cases the machinery is purely local 
in character', in othem national, covering the whole· 
country; in. many cases both district and national 



150 WAGES 

machinery exists; and trade unions' generally favour . 
national negotiation and national agreements, sines 
th_ give the greateet possibility of establishing a 
standard rate over the whole industry. In some casea 
special provision is made for referring the dispute to 
an impartial arbitrator, if the two Bides cannot agree 
by-cow:iliation. The arbitrator then gives his jncigment 
on the merits of the case, which the parties are free to 
accept or reject as they choose. 

§ 9. Otmeiliation tJ1Id ArbUration. In Britain the 
Government has confined itself to encouraging the 
voluntary institution of conciliation machinery of this 
kind. The Conciliation Act of 1896 provided that 
agreements arrived at by such conciliation boarda 
might be registered, if the parties agreed, and have the 
force of a civil contract; and it further empowered the 
Board of Trade to appoint an arbitrator to give a decision 
on a diepute on the application of both parties. The 
IndUstrial Courts Act of 1919 extended th_ provisions, 
instituting a formal Arbitration Court to which disputee 
might be voluntarily referred, and empowering the 
Minister of Labour to oet up a Court of Enquily at his 
diecretion to investigate and to publish the facts of any 
dispute. The Whitley Committee propooed that every 
industry where organised bodies of employers and workers 
existed ehould institute a permanent standing Joini· 
Industrial Council, representing employers and employed, 
and having regular meetings to diecuss current bgain-. 
There was to be no compulsion in the institution of 
th_: the Ministry of Labour was to "encourage" 
their formation and to give them every facility. but 
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that WlIII aU; and in the yeam after the war IIlIIlh 
Whitley Councils, as they have come to be eaRed, have 
been instituted in a lalge number of industries. It WlIII 

the original intention of the framers of the Report that, 
starting_as mme conciIiation boards (1IlIIlh as &heady 
existed in the larger industries), they should gradoa\ly 
extend their discussions to wider mattem conreming, 
their indUBtly, and 80 become virtoa\ly ParliamenlB of 
indUBtIy, exereising powem of joint control In practice 
they have developed little further than conciliation 
boards which meet regularly and not merely when a 
dispute has &heady arisen. Having no powers to deal 
with mattem which the employem do not chooee to 
refer to them, and able only to achieve anything by 
agreement between the two &idee and not by a majority 
decision, they have been confined almoat entirely_to 
discossing agreemenlB over wagee and hours. 1 A aignili­
eant propoeal has _tly been made, howe~, by the 
Whitley Council in the Boot and Shoe Trade and adopted 
by the Trade Union Congress, that the Government 
should give legal sanction to an agreement amved at 
by a Whitley Council at the letter'. request. This, if 
eatried into foroe, would mean that a decision of a 
Whitley Council could be made legally binding on a 
minority of workers in an indUBtly who desired to 
strike againBl it, or on a minority of· employers who 
did not wish to operate it. In lOme other countries, 
however, as in A1I8tralia and New Zealand, the State 
has adopted compulsoty powem with regard to concilia­
tion and arbitration, compulsorily instituting conciIiation 

I Notable _tioM .... tile _ ODd oboe ODd tile printins ..- .. 
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.macbinery, in lOme. cues making a strike or lock. 
-out illegal until the matter has been referred to a Staw 
appointed arbitrator, iD other cases even making the 
acceptance of the arbitrator's award binding on the tw~ 
parties. 

The Reformist trade unions have usually shOWll acute 
. hostility to any form of joint control with the employers,: 

such as copartnership. or profit-sharing, which they 
considered to have the intention or the effect of weaken­
ing the influence of trade unionism and undermining 
collective bargaining. Similarly, they have been 
ilpposed to .compulsory arbitration, on the ground that. 
this virtually takes away the medom of collective bar­
igaining by removing the right to the ultimate resort of 
Ithe strike: while the employer is always flee to close his 
works or reduce the nlllilber he employs if the' wage­
level is too high for his liking, the trade union is deprived 

. of the right to withdraw labour from the factory if it 
considers the wage to be too low. As a general policy, 

J however, they have not been opposed to schemes of 
joint discUSBioll or control, such as Whitley Councils and 
works committees, so long as these schemes explicitly 
recognised the right of the trade union to bargain collec­
tively on behalf of the men. Revolutionary Trade 
Unionism, on the. other hand, while recognising the 
obvious need for negotiations with employers over 
collective agreements, is usually opposed to all schemes 
of joint control with th" existing employing class, on 
the ground that these.imply an aoceptance of the limits 
of the wage-system, or at any rats involve a necessarily 
.weakened power to use the trade unions in the mtme 
lIS a means of attacking the wage,system and supplanting 
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the existing employing class in control. To admit 
the need for parleys with the enemy, ae any General 
may, is fundamentally diJIerent, they contend, to accept­
ing the r.ole of joint partners in administration: the 

. very psychological diJIerence involved in the latter case 
weakens the power of militant opposition. Such 
partnership, it is argued, can only be a very junior one, 
so long ae the existing wage-system continues, and is 
hardly likely to be ofiered by employers except in return 
for, or in hope of, some I[UW pro I[UO, implying a restraint 
on the trade union's freedom of action, or a limitation of 
its action to what is " reaeonable " on the basis. of the 
existing rights and standards of the employing class. 
Just ae an employer may seek to "tame" a works 
oouncil in his own interest, so the eJllploying Qlass, it is 
alleged, may _k by ofiers of control to "tame ". the 
trade unions then'lselves. At the present time, when 
much is heard concerning Industrial Peace agreements 
on a national soale, this issue is becoming particularly 
acute; and on the outcome of the struggle between 
these two opposing views of trade union policy the 
whole future history of the British trade union movement 
seems likely to turn. 
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THE MINIMUM WAGE 

§ 1. Stole lnterwntion. The" standald rate .. which a 
trade union attempts to establish by collective bargain­
ing is in effect a ~um wage. But it is subject to 
the consent of the employers to the terms of the proposed 
bargain; it applies only to those firms that are voluntary 
parties to the agreement; and even if registered, as the 
Conciliation Act of 1896 enables it to be, the agreement 
has only the force of a civil contract to bind it, affording 
a possibility to the trade unions, if they care to go to 
the trouble and expense, of suing employers for arrears 
of wages where the agreed.rate is not paid. When,· 
however, the aid of the State is summoned to institute a 
kgal minimum wage, this minimum can be enforced 
compulsorily over the whole or a particular part of the 
trade, and it then becomes a criminal offence, punishablQ 
in law, for an employer to pay less than this legal rate. 

The machinery and method of minimum wage enforce­
ment is varied. Fi¢, Ilifferent minima'may be fixed 
for different indust1ies by ad hoc boarda appointed to 
deal with each indUstry alone. Seco~, a national 
commission may fix the minima for various industries, 
uaing its discretion IB to how far to vary i4e minim .. in 
the differing cases. ~y, an actual ligule may be 

11M 
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laid down in an Act of Parliament as a minimum to 
apply over the whole country.' In the first case the 
minima of different industries may vary quite widely, 
being fixed on diffe~t principles. and according to the 
differing .,6nditions of industries; and as a result the 
criterion of relative "faim"fll" in the wage-level, as 
it was defined in Chapter vt,' may not be observecL In 
the second case the different minima are likely to 
approximate much more cloeely, and to show greater 
oo-ordinstion. But, on .the other hand, the single 
national body may be lesa cognisant of the precise 
conditions in a particular industry than a board specially 
appointed to deal with that trade. A figure laid down in 
an Act of ParIiament-to take the third case---is 
likely to be insufficiently flexible and adaptable:_ it 
may be at the same time BUfficiently high in some indus­
tries where low-grade labour is employed to cause 
unemployment, and sufficiently low relatively to existing 
stancltmls in other industries as to have no significance 
there as a minimum. "The first of these methode is that 

. adopted in England under the Trade Board system, 
and in the Wages Boards which are. found in certain 
Australian States, moat notably in Victoria and 
Tasmania. The second system is found in certain parte 
of Canada and U.S.A., and in New South Wales, Queens­
land, West an,d South Australia and New Zealand. Th~ 
moat notable case of the third method is the Minimum 
Wage Act of New South Wales in 1908, which pro­
hibited the employment of any person at leBB than 4s.. 
a day. Similar clauses are to be found in the legislation 
of Queenaland, Victoria, and South Australia, New 
Zealand and a few States of U.s.A. 
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§ 2. The Trmk Board Bynem. The first legislation of 
this kind in England, the Trade Boards Act of 1908, 
was intended specifically to deal with the problem of 
the" swea~ trades." It was, therefore, designed, not 
80 much to raise the general level of wages all round, 
as to raille the supply-price of labour in cases where it 
was abnormally low, and to adjnst wage-rates in these 
trades on a principle of "laipness" relatively to what 
was customarilypaid for the alme type of work elsewhere. 
The Act applied by name to four trades-tailoring, 
paper-box making, machine-made lace and chsin­
making-and empowered the Board of Trade to institute 
such machinery (subject to Parliamentary confirmation) 
where, and only where, it was " satisfied that the rate of 

: wages prevailing in any branch of the trade ill exception­
ally low as compared with that in other employments." 
The characteristic feature of these Boards was that, while 
(unlike the subsequent Whitley Councils) they were 
compulsorily constituted, they had mainly a represent .... 
tive character, being predominantly composed of persons 
chosen as representatives of employers and employed in 
the industry. The major e1ement of the Board was, there­
fore; persons who intimately knew the nature of the 
trade with which they were dealing; and to this extent 
it was a case of the industry legiBlsting for itself. To 
repreeent the standpoint of the State, however, a certain 
number of "appointed members" -usually economists 
or prominent social workers, or occasidnally lawy~ 
were added to the Board; and.in practice these had 
considerable inlIuence as a deciding voice between the two 
sides. It was the duty of the Board to fix a rate which it . 
considered -.ible as a minimum. If it chose, it 
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copld appoint sub-Boards for particular. districts or 
sections of the trade, with the duty of making recom­
mendations to the National Board, but without the power 
of making decisions on their own; and the National 
Board had the option either of fixing a single minimum 

. for the whole trade, or, on the advice of its sub-Boards, 
of .causing the minimum to vary to suit the difterent 
oonditions of different districts. The rate or rates on 
which it decided, subject to confirmation by the Board of 
Trade, then became the legal minimum for that industry, 
enforceable in criminal law: By 1915 four other trades 
had been added to the original four; and by 1918 
thirteen Boards were in existence, oovering nine trades 
and half a million workers. The only other instances of 
minimum wage legis1ation in England (apart from the 
special case of the munition trades during the war) were 
in agriculjure and oo~miniDg Under the Coal Mines 
Minimm6 Wage Act f 1912, which followed the coal' 
strike of that year, district boards in the principal 
coalJi.elds, composed of ilDlployers and workmen with! 
an independent chairman, were empowered to fut mini­
mum rates below which a- piece-worker's earnings 
should not fall. In 1917 the Com Production Act 
established a national minimum of 25&. for agriculture. 
This war-time arrangement was terminated in 1920; 
and since 1924 minima have been futed by District 
Wages Boards, compoeed of representatives of farmers 
and agricultural workers, with the addition of .. appointed 
members" nominated by the Ministry of Agriculture . 

. in both of these caaes, therefore, the fixing of rates is in . 
the hands of district, and not national, bodies. 

During the war the Whitley Committee !eOOmmended 
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that the functions of Trade Boards should be widened, 
and that from deam.g specifically with sweated trades 
they should be extended as a subatitnte for oollective 
bargaining to all unorganiaed -trades where no adequate 

. machinery for collective bargaining existed. This 
intention' was embodied in an amended Trades Board 
Act of 1918, which gave power to the Minister of Labour 
to extend the Act (without specifio sanction of Parli .... 
ment) to any trade where in his opinion" no adequate 
machinery existe for the effective regulation of wages 
throughout the trade." The result was a considerable 
extension of Trade Boards; until by 1921 they had been 
institnted in a further 28 trades, and covered some 
million and a half workpeople, of whom nearly three­

'quarters were -women. This represented the high­
water-mark of minimum wage action. The rapid 
extensi911 of the system aroused.lteen complaints from 
employers 88 soon as trade depression and a falling priCe­
level JlPpeared in 1921, particular objection being 
lodged against the habit of many Boards, not only of 
fixing minima for the lowest-paid workers inee.ch trade, 
but of fixing separate minima for the better-grade 
workers 88 well. Bowing to these oomplaints, the Govern­
ment instituted a Committee. of Inquiry under Viaconnt 
Cave; and thiS Committee reported in 1922 in favour of 
·a:certain curtailment of the functions of the Boards. 
The criteripn of relatiVe .. unfairness" in the wage-rate, 
which the 1909 Act had adopted, was championed, in 
preference to that of .. no adequate machinery" in 
the 1918 Act as the general principle for <l8tabIishiDg 
Boards; it was suggested that minima for workers 
other than the lower grades should be enforceable only 
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by civil action, and not under the criminal law ; and 
greater facilities for district boards within an industry, 
fixing difierent district rates, was advocated. No new 
legisIation has at present been introduced to embody 
the recommendations of the Cave Committee; but it 
has inlluenced the action of the executive sufficiently 
to call a halt to any mension of the Trade Board systeql 
mce 1921. 

§ 3. Minimum Wage Problem8. One of. the main 
problems which have faced the Tr~eJlC)lLTds has been 
the fixing of minimum rates for workers on-piece-rates 
and the question of allowing abnormally slow or ine~ 
cient workers to be employed below the minimum. T 
fix a minimum for piece-workers is particularly com 
plicated, owing to the difficulty of defining the .. pi~ .. ; 
and to legislate for every pOBBible type of job,aild in 
such a way as to aVOid evasion, is almost impOBBible. 
The only alternative is to adopt the device of.fixing 
an amount per hour as the least that .. worker on piece­
work must receive. But what of the particularly 
.. slO/ .. worker who does not normally earn as much as 
this minimum in an hour' If the employer is forced 
to pay him this, the worker will probably .. get the. 
sac1rJ' . The 1909 Act provided that an employer should 
be tonsidered as having observed the law if the pill1" 
rate in force yielded the minimum earnings per hour to 
the .. ordinary wC)tker." But how is the .. ordinary 
worker .. to be d~ed I Here again an arbitrary device 
has had to be adopted. The assumption is made that a 
certain proportion of the workers are .. ordinary "-:­
Mr. Cadbury has said 95 per oent; the Tailoring Trade 

LO 
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Board ventured the more oautioU8 estimate 01. .eo 
per cent. The remainder are assumed to be abnormally 
"slow workers" ; and the law is regarded as being 
observed if the prevailing pi8lle-rates yield the stated 
minimum earnings per hour to all but this 20 per cent 
(or whatever the peroent&ll' chosen). There then arises 
the further question as to whether this minimum for 
piece-workers should not be set at a higher level than for 
workers employed on time-rates, seeing that the formsr 
nenaIIy work at greater inteneity and produce on an 
average a quarter or a third as much again as workBlB 
employed on time; and -since the 1918 Act certein 
Trade Boards have taken the option afforded to them of 
fixing a s~parate and higher baeio minimum rate per 
hour for piece· workel"lt. To deal with .. slow workers"· 
employed on time-rates, it is usually the custom of 
Trade Boards to issue special .. permite " to emploYBlB 
to pay in these cases'helow the minimum hourly rates. 

, It is also customary to issue" learners' oertificates" 
to enable young persons who are learning the trade to be 
paid a special wage. If the Board is too free in the issue 
of these permits, possibility is provided of evading the 
legal minjmllm; while if it is too strict, a number of 
workers less efficient than the nonnai, by reason of 
age Or illness or accident, may be discharged from 
employment. Similarly with the special rates Bnd the 
.. learners' certificates" for young pereoll(l who are 

. learning the trade: if these rates are fixed too low, the 
employer, attracted by their cheapness, -will tend to take 
on B large number of young workers and then discharge 
them later when these have to be paid at adult rates ; 
if the rates are fixed too high, the employer will not lind 
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i1;, worth while to teach persons the trade, and young­
workers will be unable to enter the trade. 

A second problem js concerned with the question of 
varying the minimum between districte or sections of 
the industry; and much controversy has raged on, this 
point. In 80me cases the cost of living may differ from 
one" district to another, so that equal rfltll wages will 
only pertain if tIIlnIeY wages differ by an equivalent 
amount. Again, if labour in different districts is of 
different quality, the criterion of "fairnesil" is satisfied 
if the lower-grade labour in one district is'paid at less 
than the higher-grade labour elsewhere. In such cases 
a certain variation of the minimum rates between districts 
may be desirable: otherwise, if the rate is fixed with 
reference to the high-grade district, if may rob the lower 
quality workers in the other district of employment; 
while if it is fixed at a level w1Uch is adequate to the latter 
district, it may be too low to give any adequate protec­
tion to the workers in the former, Similar considerations 
apply to the fixing of different rates for dijIerent grades 
of workers generally. But where no such differences of 
quality exist, there is no case for allowing firms in a 
district to pay lower rates than elsewhere simply on the 
ground that they " cannot afford" to pay higher-the 
..frequent complaint, for instance, of emall dresomaking 
esteblishments in the country or of emall shopkeepers 
or of out-of-date colli,eries. To discriminate in favour 
of these would simply be to subsidise the inefficient 
employer and to encourage labour and capital to stay 
in districte and employments where it was less pro­
ductive than it might be elsewhere. The only question 
here is the possibility of moving the surplus labour 
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from the Ieee efficient districts ot lactiOns of the trade 
which cannot stendthe imposition of the national 
minimum, and finding it alternative employment. Only 

, ifsuchmovement of IabourpreelOnta considerable dilIicnlty 
is there a eerious ease for allowing a lower distriot 
minimum to -'be enforced. In general Trade Boards 
seem to have favoured the fixing of national mjnima 
for the whole trade-too much, indeed, for the liking 
of -the Cave Committe&--iLIld have generally allowed 
distriot variation only where special circumstances 
seemed clearly to demand it. 

More dilIicn1t than problema of fixing minimum rates 
has 80 far been the dilIicn1ty of enforcing them. It is a 
principle which is' now fairly well established by experi­
ence that a law left fot enforcement to the workers' 
own initiative is almost invariably a dead-letter. The 
workpeople are probably ign~rant of the terms of the 
law in'the tirst place; even if they realise that they are 
being illegally. oheated, they are probably too t¥id of 
losing their employment to take action; while even if 
this is not so, the workers have eeIdom the IWlBUS or the 
legal expeJience to engage in prolonged litigation. 
Where strong trade unions exist, these may make it 
their busineee to investigate non-observance of the law 
and to start legal proceedings; but the industries 
covered -by Trade Boards are precisely thoee where 
trade union organisation does not exist ot covers only 
part of the trade. The responsibility for enforcing the 
Trade Board rates, therefore, fa1ls on the inspectorate 
which is maintained by the Ministry of Labour fot this 
purpose. ActuaIly this inspectorate is quite inadequate 
fot the huge task which f&cell it: in 1924 it sullioed 
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to visit no more than 3 per cent of the enterprises con­
cerned. at which rate a firm would only be inspected on 
the average once every thirty years. Even so. it is often 
difficult for an inspector to detect QVasion of the law in 
the case of workers on piece-rates. As a resnlt there 
appears to be fairly widespread, failure to· observe the 
minima: mthe years 1923 and 1924. for. instance. the 
inspectol8 detected breaches of the law in some 30 per 
cent of the firms which they visited,' 

§ 4. State .A.rbitfV.ltion. In some countries the State 
has taken measures to fix. not only a minimum rate of 
wages binding on employers. but also a mtJ2limum which 
precludes the trade unions from using their bargaining 
strength to secure a higher wage. In its simpler form 
this has consisted in making a collective agreement 

· binding on the parties to it. not merely ae a civil con­
tIBet. but in the sense that it becomes a legal otIence to 

· refuse to observe the agreement. This may be done 
either at the discretion of the Government or only in 

• cases where the parties agree to register it. and so to 
endow it with legal foroe. As a further stage in com­
pulsory action, a collective agreement may be made 
what is called the .. common rule "-that is. made 
binding over the whole trade. whether party to the 
original agreement or not. This may also be done either 
at the discretion of the State (ae happens in Queensland). 
or only at the request of the parties who have signed 
the original agreement. ae would be the etIect of the 
proposal of the Whitley Council for the Boot and Shoe 

• B.,.." 0/1Ae MiftNWy 01 Labour lar IAe g"''' 1'" aM I"'. 
Cm4. 2481. pp. lllZ-8.258-67. 
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Trade in thla country, referred to in the last chapter. 
In a more developed form we find the system as part of 

, a general' system of compulsory' arbitration, where a 
13oaTdof Arbitration or an Industrial Conrt (as in New 
South Wales, Queensland, 'New Zealand and South 
AUBtralia) gives a decision as to what it considers to be 
a reasonable wage in the trade; and this becomes legally 
binding on employers and employed alike. Sometimes 
the arbitration conrt gives ita awaTd ouly when a dispute 
has' arisen, and the awat"d is applicable ouly to the 
parties to the dispute. In other cases the awat"d can, 
be made on the initiative of the conrt at any time, 
and can be made the" common rule" for the 'whole 
trade. When State interference has reached this stage,. 
the freedom, of collective bargaining disappears, and 
instead the Stata. assumes responsibility .for regulating 
the level of wages. But while the State forbids the 
workers collectively to refuee to, work at the wage-rate 
which it lays down, and forbids employers to challenge 
the legal rate bya general lock-out (if that can ever 
be clearly defined), it cannot, short of much more 
sweeping measures, prevent employers from reducing 
the employment that they ofter if they consider the 
legal rate too high. 

§ 5. Tile LlmitI of Remeduu Actifm. What power has 
such interference, either by trade unions or by the 
State, to increase wages, relatively and absolutely t 
And if it has some power to do so, within what limits can 
thla power be ~ercised! That the establishment of 
a minimum wage can increase the rate of pay per unit . 
of work dOlle is clear; and to this extent it can increase 
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Relative Wages- by causing more of what is produoed 
to accrue to wage-earners and so to leave proportionately 
lesS surplus produce available for the propertied class. 
But it does not follow that ~~s; either per 
worker or in the aggregate for all wage-earners, can be 
inc~d tbere.by __ If the higher wage brings an equiva- • 
lent increase in working efficienoy, the employer will 
still find it profitable to employ as many units of labour 
as before even at the higher wage; and earnings will be 
increased iii. roughly the ~e ratio as wage-rates have 
been raised. If there is any element of buyers' ~onopoly 
in the employers' purchase of labour (see above, p. 100), 
and the employer is getting his labour at a price below 
what the marginal unit he buys is worth to him, there is 
room ·for wage-ea.rners to "squeeze" profits up to a 
point without n~sarily reacting unfavourably on 
their own employment. Even here, however, it is 
possible to argue that, if profits are reduced, less capital 
is likely to be accumulated and invested, and there will 
be a smaller demand for labour than there otherwise 
would have been in the future. But where these con­
ditions do not apply, the power to raise the price of. 
labour without causing the amount of labour purchased 
by employers to shrink in greater proportion will depend 
simply on how elastic is the employers' demand-curve. 
To the extent that this demand for labour is elastio­
that it stretches or contracts considerably for a given 
change in price--a raising of the rate of wages must 
result in diminishtd aggregau earnings, either in the 
shape of diminished opportunities of e8.rninge for each 
worker or in the shape of a diminished number of 
workers employed. And, if the wage-earning population 
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remains also undiminished. this must mean a smaller 
a~erage inCome per head. . 

In certain cases .. this latter col;ldition may not be 
fulfilled, and the demand for labour may be fairly ..... 
elastic. This will apply to labour for which machinery . 
cannot be easily substituted. It will tend to apply 
where la'l10111:.Cost is only a small fractiQll of the tota! 

. cost of production, so that a rise in the former is of 
;nsumciomt importance to affect the total scale of pro­
duction. It will tend to apply where the· labour is 

I employed in 'making a commodity for which the demand 
is1ilelastie-perhaps a necessity, or a luxury for the very 
rich who do not mind how,much they are made to pay. 
In: these, cases the wage-rate can be raised without 
causing an equivalent contraction in employment, and 
aggregate earnings can be raised as well. Moreover, 
from a short-run point of view the demand for labour 
will generally tend to be inelastic, since the employer 
will have plant and machinery which he is loth to 
leave idle, and perhaps perishable stocks of raw material 
and balances of money-capita! which may as well be 
used. Only after a year or two, when time has elapsed 
for the supply of new investmente and the replacement 
of old plant and,machinery to be appreeiably affected, 
will the higher Iabour-cost cause any considerable 
shrinkage in the employment of labour. 

This was often the strength of the alii craft unions 
using the methods of the Old Unionism. In so far as 
their labour could not be eaaily replaced by machinery 
or by rival groups of workera, the consequent inelasticitl': 
of dAIPIIDd W their services made it easy for them to 
increase the aggregate earnings of the group as a whole; 
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and in so mr as they managed to restrict their own 
numbers, they had an additional means of securing 
an increased income per head for their members. But 
as their exclusive position tended to. break down, and 
the demand for their services becam:e more elastic as 
these became more easily replaceable, the power of the 
older craft unions to maintain a privileged wage-level 

. was weakened. In 80 far as they still succeeded in 
maintaining a privileged level, it was increasingly 
at the expense of other sections of workers, since what 
they gained by excluding workers· from their. ranks 
lower grades of workers probably lost by the increased 
competition of the excluded workers in the unskilled 
market. For the mass of imskilled and semi-skilled 
labour, however, for whose services machinery could 
fairly easily 'be substituted, the employers' demand 
was cousiderably more elastic; and the power of the 
New Unionism to secure an increase in aggregate 
earnings by raising the supply-price of labour was 
mnch more narrowly limited, unless it was accompanied 
by increased intensity of work. 

We noticed in ChaJ!ter V that what could be postulated 
as the result of small changes in the wage-level could 
not necessarily be postulated as surely for more con­
siderable changes. Whereas the cOnception of an 
equilibrium in the labour market may be valid for small 
displacements from that position, in the sense that any 
8uch plovemoot will tend to evoke forces which restore 
the original equilibrium, the conception is not necessarily 

. valid for larger displacements, since these may be 
considerable enough to react on the general underlying 
conditions of supply and demand, and so to establish an 
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entirely new equilibrium. 'It is as if a viglent push to a 
pendulum succeeded in dislodging the clock itoeU 

·.to a new position in the room, whereas· a gentler blow 
would leave unchanged the positio~ of the clook and 
the position whither the pendulum would ultimately 
come to rest •. Hence, when weare considering sectional 
action to raise wages in a partic:uIu. trade, iii only 
minor increases in the general wage-level, economio 
theory can make fairly definite predictions concerning 
the eflect of such action. It can show that, &ave from a 
short-run view, or in special cases where the demand 
for labour is inelastior the power of trade union or 
1:::Jslative action' to raise aggregate earnings is strictly 
. . ted, unless it is 8CC9mpanied by a higher intensity 

'or quality of work. But when changes in the wage­
level, not of an isolated trade or section of workers, 
but of industry in general, and of a fairly coDsiderable 
amount, are in question, such· predictions cannot lle. 
made with any certainty.' Here the change may be 
sufficiently considerable and general to alter the con­
ditions of supply of capital by ita efleet on custom and 
habit and .conventional standards, and so. to shift the 
whole demand-curve for labow."as well. 

,Where the product of industry is expanding rapidly, 
the chances of increasing wages, both relative and 
absolute, may, therefore, be very considerable; and if 
trade unions are strong enough or legislative action 
sufficiently resolute, it does not seem impossible that 

. pearly the whole frnita of industrial progresa might be 

. made to accrue to the wage-earning class, and Relative 
Wages be raised to an almost indefinite extent ao long 
as the progresa continued. But where industrial 
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advance has slowed down or come to ~dstill, the· 
pOBSibility of advancing working-class ea.rnings Beems 
much more circumscribed, and the predictions of 
orthodox economic theory to be more nearly· true ; 
since in this C8Bb an attempt to preBB forward the general 
wage-level at the expense of capitalist s~dards of 
consumption would meet a much fiercer resistance-tlo 
fierce, perhaps, as to present the harsh altsrnative to 
wage-earners' organisations of breaking or being broken. 
Resistance to' a sacrifice of accustomed rights and 
standards is always more resolute than to the disappoint­
ment of new acquisitions which were no more than dimly 
anticipated. Indeed, on the continuance .. or ceBBation 
01 the industrial progress of the nineteenth century 
much in the future of working-class policies and of the 
wage-system itself appears to depend. If this progreBB 
continues; improvement of working-class standards 
inside the framework of the existing wage-system will be 
smiled upon, and the Reformist policy as the easier 
oourse is likely to win acceptance. . But if this progress 
in the advanced Industrial countries of Europe should 
cease or move at a much slackened tempo, Reformist 
dreams are likely to wither in contact with harsh, 
resistant facts, and the wage-earners' dislike of the 
constraints of the existing wage-system may kindle 
into a devouring 1Iame. 


